Dated February 14, 2024

SETTLEMENT AGREEMENT AND MUTUAL RELEASE

This Settlement Agreement and Mutual Release (including all exhibits referenced herein,
the “Agreement”) is entered into as of the last date signed below (the “Effective Date”) by and
between the Great Lakes Water Authority (“GLWA?”), the City of Highland Park (“Highland
Park”) and the State of Michigan (the “State”). GLWA, Highland Park, and the State are
sometimes collectively referred to as the “Parties” or individually as a “Party.”

RECITALS

A. In 1983, the City of Detroit (“Detroit”) and Highland Park entered into a Sewer
Service Contract (the “1983 Contract”) to formalize a previously unwritten agreement for Detroit
to provide Highland Park wastewater disposal services.

B. In 1996, Detroit and Highland Park entered into a settlement agreement (the “1996
Settlement™) and consent judgment (the “1996 Judgment”) to settle Highland Park’s appeal to the
Sixth Circuit from judgments entered against Highland Park in actions brought by Detroit under
the 1983 Contract, Eastern District of Michigan Case Nos. 92-CV-76775 and 94-CV-73135.

C. In 2012, emergency connections were opened between Detroit and Highland Park
to supply Highland Park with potable water.

D. On February 17, 2014, Detroit sued Highland Park in Wayne County Circuit Court
for failure to pay amounts billed for wastewater disposal and potable water supply services, Case
No. 14-001974-CK, and Highland Park filed a counterclaim (the “2014 Case”). On April 30, 2015,
the Wayne County Circuit Court entered a Judgment on July 31, 2014 Opinion and Order against
Highland Park in the amount of $19,244,838.53, plus interest and costs (the “2015 Judgment™).
On June 20, 2023, the Wayne County Circuit Court, on order of the Michigan Court of Appeals,
reinstated the 2015 Judgment. Highland Park appealed from that ruling in Michigan Court of
Appeals Case No. 367193.

E. In November 2014, Detroit and the Counties of Macomb, Oakland, and Wayne
approved Articles of Incorporation establishing GLWA as a municipal authority under Act 233 of
1955, MCL 124.282. On June 12, 2015, Detroit, through its Water & Sewerage Department,
entered into a Regional Sewage Disposal System Lease and a Regional Water Supply Lease
Agreement with GLWA (collectively, the “Leases™). On January 1, 2016, GLWA began operating
the regional water and wastewater systems in accordance with the Leases and other agreements
between GLWA and Detroit. Pursuant to the Leases, Detroit assigned the 2015 Judgment to
GLWA.

F. On October 28, 2016, Highland Park sued GLWA and other defendants in the U.S.
District Court for the Eastern District of Michigan for alleged violations of the Clean Water Act,
Case No. 16-cv-13840 (the “2016 Case”). On September 26, 2018, the U.S. District Court
dismissed Highland Park’s claims in that action. On May 18, 2020, the Sixth Circuit Court of
Appeals affirmed the dismissal in Sixth Circuit Case Nos. 19-1979 and 19-1981. The District Court
then awarded GLWA attorneys’ fees in the amount of $241,418.75 in the 2016 Case. Highland
Park posted a cash bond in that amount with the U.S. District Court clerk and appealed again to
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the Sixth Circuit Court of Appeals (Case No. 22-1288). The Sixth Circuit affirmed the U.S. District
Court’s ruling on September 20, 2023. Highland Park filed a petition for rehearing.

G. On August 6, 2019, Highland Park sued the State Land Bank Authority in the
Michigan Court of Claims, Case No. 19-000129-MZ (the “2019 Case”).

H. On September 8, 2020, GLWA sued Highland Park in the Wayne County Circuit
Court, Case No. 20-011589-CB, alleging Highland Park failed to pay amounts due for wastewater
disposal and potable water supply services (the “2020 Case”), seeking amounts owed after the
filing of the 2014 Case. Highland Park asserted counterclaims for declaratory relief alleging that
it had been overcharged for wastewater disposal and potable water supply services under the terms
of the 1996 Settlement and the 1996 Judgment.

I On July 28, 2021, GLWA sued the State in the Michigan Court of Claims, Case
No. 21-000151-MM, to recover amounts due for potable water supplied by Detroit and GLWA to
Highland Park (the “2021 Case”). On August 16, 2023, the Court of Claims dismissed GLWA’s
complaint. On November 3, 2023, the Court of Claims stayed proceedings and extended the
deadline to file post-judgment motions to February 1, 2024.

J. On April 21, 2022, GLWA sued Highland Park in Wayne County Circuit Court for
its failure to adopt certain rules approved by GLWA in connection with an industrial pretreatment
plan, (the “2022 Case”). The Wayne County Circuit Court granted summary disposition in favor
of GLWA and granted GLWA'’s request for declaratory relief by declaring the updated rules
effective. Highland Park appealed to the Michigan Court of Appeals, Case No. 362416.

K. The Parties executed a term sheet dated October 18, 2023 (the “Term Sheet”)
providing that they “shall enter into a settlement agreement by January 15, 2024 that incorporates
the basic terms set forth below including mutually agreeable release language.” The Parties agreed
to an extension of the January 15, 2024 deadlines referenced in the Term Sheet and signed
stipulated orders confirming that agreement and extension.

L. The Parties have denied all liability or wrongdoing alleged in (1) the 2014 Case,
(2) the 2016 Case, (3) the 2019 Case, (4) the 2020 Case, (5) the 2021 Case, and (6) the 2022 Case
(collectively, including all matters on appeal in these cases, the “Litigation”). The terms,
representations, warranties, and other statements contained herein are non-admissible as evidence
of an admission of liability or wrongdoing.

M. Under the Term Sheet, the State and Highland Park agreed to amend or replace the
current Administrative Consent Order (ACO) ACO-399-06-2017 between the Drinking Water and
Environmental Health Division (DWEHD) of the Department of Environment, Great Lakes, and
Energy (EGLE) and Highland Park, to address the requirements of the Term Sheet that are specific
to Highland Park, as well as address any outstanding items from the current ACO. The current
ACO will be replaced with the Administrative Compliance Agreement attached hereto and
executed contemporaneously with this Agreement.

N. The Parties enter into this Agreement in good faith and to fully and finally
compromise and settle all claims or potential claims which they may have against one another
arising from the Litigation, whether or not specifically raised through the Litigation, and in
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consideration of the mutual promises and representations contained in this Agreement, covenant
and agree as follows.

TERMS

1. Term Sheet. The Parties agree that all of the terms and conditions provided in the
Term Sheet, attached hereto as Exhibit A, are incorporated herein and made part of this
Agreement.

a. Mutual Release. Except for the performance of the obligations set forth in
this Agreement, or incorporated by reference in this Agreement, and subject to the
terms and conditions of this Agreement, for good and valuable consideration, the
adequacy and receipt of which is hereby acknowledged, the Parties, for themselves and
for any individual or legal entity which claims a derivative right herein, completely
release and forever discharge each other and their past, present and future officers,
directors, members, stockholders, attorneys, agents, servants, representatives,
employees, parents, subsidiaries, affiliates, partners, indemnitors, departments,
agencies, branches, predecessors, successors-in-interest and assigns, and related
entities, of and from any and all claims, demands, causes of action, rights, damages,
costs, attorneys’ fees (except as provided herein), and compensation of any nature
whatsoever, whether based in tort, contract (express, implied or otherwise), or any other
theory of recovery, which the Parties now have or may hereafter accrue or otherwise
acquire, in any way arising, directly or indirectly, out of or in any manner related to
alleged acts or omissions in the Litigation. This Agreement, subject to the terms below,
shall be a fully binding and complete settlement between the Parties.

The release by GLWA of the 2015 Judgment and claims asserted in the 2014 Case and
2020 Case, and Highland Park’s release and waiver of any further challenge to
GLWA’s rules that were the subject of the 2022 Case (Wayne County Circuit Court
Case No. 22-004754-CB), shall not be effective (a) unless all Parties execute this
Agreement and execute within 10 business days of the first authorized signature all
exhibits hereto, including the Water and Sewage Services Contracts, ACA, and Trust
Agreement, each attached hereto and defined below, (b) until receipt by the trustee
identified in the Trust Agreement, defined below, of one month of all amounts paid for
Highland Park water, sewer (including industrial waste control) and stormwater
services, as specified in the Trust Agreement, and distribution by the trustee identified
in the Trust Agreement of such funds to GLWA pursuant to the Trust Agreement, and
(c) until receipt by GLWA of the $25 million sewer infrastructure grant funds and the
State’s commitment in writing to allocate to GLWA the $5 million in drinking water
infrastructure funds referenced at Paragraph 2.c of the Term Sheet.

b. Administrative_Compliance Agreement. Highland Park and the State
Department of Environment, Great Lakes and Energy (“EGLE”) will amend and
replace the July 28, 2017 Administrative Consent Order with the Administrative
Compliance Agreement (“ACA”) executed contemporaneously with this Agreement
and attached hereto and incorporated herein as Exhibit B.

Page 3 0of 9



Dated February 14, 2024

C. Consent _Judgment. The Wayne County Circuit Court shall retain
jurisdiction to enforce the terms of this Agreement in the 2014 Case. After execution
by all Parties of this Agreement, including all exhibits hereto, this Agreement will be
entered by the Wayne County Circuit Court in the 2014 Case with a copy of this fully
executed Agreement as a consent judgment. A proposed stipulated order for entry of
that consent judgment is attached hereto as Exhibit C. To the extent that any future
disputes over water and sewer services arise between Highland Park and GLWA under
the Water and Sewage Services Contracts attached as exhibits to this Agreement, such
disputes shall be resolved in accordance with the dispute resolution procedures set forth
in those agreements.

d. Water and Sewage Services Contracts. Highland Park and GLWA have
executed contemporaneously with this Agreement contracts for wastewater disposal
services (inclusive of industrial waste control and stormwater services) and potable
water supply attached hereto and incorporated herein as Exhibit D (the “Water and
Sewage Services Contracts”). Subject to all terms and conditions of this Agreement
and the Water and Sewage Services Contracts between GLWA and Highland Park,
beginning January 1, 2024 and on a going forward basis, Highland Park shall pay the
full amount of GLWA’s monthly charges pursuant to the terms of the Water and
Sewage Services Contracts between GLWA and Highland Park.

e. Trust Agreement. All amounts paid for all Highland Park water and sewer
services, including all amounts paid for industrial waste control and stormwater
services, shall be placed into a trust pursuant to a trust agreement, defined below, in
which the trustee distributes such amounts to GLWA and any remaining amounts to
Highland Park on the same date. The amounts required to be placed into the trust
include all payments received for any and all types of water and/or sewer services,
including payments for water, sewer (including IWC) and stormwater services
provided by Highland Park or any person or entity acting on its behalf. These amounts
include IWC charges, water consumption revenue, sewer consumption revenue,
administrative charges, readiness-to-serve charges, stormwater charges, drainage
charges, billing charges, miscellaneous charges (fees or charges related to permits,
meters, and/or surcharges), and any other accounts, charges, fees, or amounts paid in
connection with any services provided by the water department or any entity acting on
its behalf, including any and all amounts received in payment for any bill issued by or
on behalf of the Highland Park water department. Any grants or loans from the State
of Michigan to Highland Park for infrastructure projects shall not be part of or included
in the trust. The trust will be administered pursuant to the trust agreement executed by
GLWA, Highland Park and Comerica Bank contemporaneously with this Agreement
and attached hereto as Exhibit E (the “Trust Agreement”).

f. Independent Rate Analyst. By January 1, 2024, Highland Park shall
increase its local water and sewer rates by adopting an interim amended budget for the
period of January 1, 2024 to June 30, 2024. For all subsequent fiscal years, Metro
Consulting Associates or its State-of-Michigan-approved successor shall annually
retain an independent rate analyst, subject to the approval of the State, to calculate
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necessary adjustments in its local water and sewer rates to ensure that the funding for
Highland Park’s water and sewer operations is sufficient to ensure payment of all
GLWA charges and all overhead, maintenance, and operational costs associated with
its local sewer operations. The rate analyst shall recommend the necessary rates to
Highland Park and Highland Park shall annually adjust its local water and sewer rates
in accordance with the recommendations of its rate analyst.

g. Dismissal of Claims. After (a) execution by all Parties of this Agreement
and all the exhibits hereto, including the Trust Agreement attached hereto as Exhibit E,
(b) receipt by the trustee identified in the Trust Agreement of one month of all amounts
paid for Highland Park water, sewer (including industrial waste control) and
stormwater services, as specified in the Trust Agreement, and distribution by the
Trustee (as defined in the Trust Agreement) of such funds to GLWA pursuant to the
Trust Agreement, and (c) receipt by GLWA of the $25 million sewer infrastructure
grant funds and the State’s commitment in writing to allocate to GLWA the $5 million
of drinking water infrastructure funds referenced at Paragraph 2.c of the Term Sheet,
the Parties shall submit proposed orders of dismissal with prejudice of all of their
respective claims in the Litigation as set forth in Paragraph 9 of the Term Sheet, for
dismissal of (1) the 2014 Case and satisfaction of the 2015 Judgment, (2) the 2016
Case, including the petition for rehearing in the appeal therefrom, (3) the 2019 Case,
(4) the 2020 Case, (5) the 2021 Case, and (6) the 2022 Case, in the form of the proposed
orders attached hereto at Exhibit F.

h. Release of Cash Bond. The $241,418.75 cash bond, including any interest
thereon, deposited by Highland Park with the U.S. District Court Clerk in the 2016
Case shall be released to GLWA. Highland Park and GLWA shall submit the
stipulation in the form attached hereto as Exhibit G simultaneously with the proposed
orders of dismissal referred to in the preceding paragraph.

2. Warranties. The Parties each warrant and represent that they have read this
Agreement in its entirety, have had full opportunity to review and discuss the Agreement with their
attorneys, fully understand and enter it freely and knowingly and that the signatories below have
the requisite authority to execute this Agreement.

3. Compliance with Contracts. The Parties agree that neither this Agreement nor the
performance thereof violates or constitutes a default under the provisions of any contract to which
each Party is/was bound or under applicable law. The Parties further warrant that each of them is
not subject to any restrictive covenant arising from prior agreements, writings or documents under
which it is in any way restricted from fulfilling any of the obligations of this Agreement.

4, Entire Agreement and Modification. This Agreement, including the exhibits
referenced herein and attached hereto, contains the entire understanding of the Parties with respect
to the subject of this Agreement and completely integrates all prior discussions or agreements,
written or oral, except for those expressly referenced herein. This Agreement may not be modified
in any manner, except by written agreement signed by all Parties with approval from the Highland
Park City Council, GLWA Board of Directors, and the Governor of the State of Michigan and a
joint stipulation of all the Parties and a Wayne County Circuit Court order. The Parties shall file a
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joint stipulation and notice to the Court for any such modification. Notwithstanding anything to
the contrary herein, the ACA, Water and Sewage Services Contracts and the Trust Agreement may
be amended according to their terms and without any stipulation or court order.

5. Governing Law_and Jurisdiction. This Agreement shall be governed by and
construed in accordance with the laws of the State of Michigan. The Parties consent to entry of
this Agreement as a consent judgment in the 2014 Case and agree that the Wayne County Circuit
Court retains jurisdiction to enforce the terms of this Agreement. GLWA and Highland Park agree
to resolve future disputes over water and sewer services through binding, mandatory, expedited
arbitration as set forth in the Water and Sewage Services Contracts.

6. Rules of Construction. The language of this Agreement shall be construed as a
whole, according to its fair meaning and intent. In the event any term or condition of this
Agreement is determined to be vague, ambiguous or unenforceable, such term will not be
construed against any Party because of the Party’s role in the preparation of this Agreement and
all remaining provisions shall be fully enforceable and binding on the Parties.

7. Severability. The Parties agree that the provisions of this Agreement are severable,
and if any provision of this Agreement is found to be inconsistent with, void, or unenforceable
under existing or future law having jurisdiction over and otherwise properly governing the subject
matter of the provision, the provision shall be deemed to be rescinded or modified in accordance
with any such law, but all other provisions of this Agreement shall continue and remain in full
force and effect. The Parties agree that this Agreement shall be binding upon and shall inure to the
benefit of the Parties’ successors and assigns.

8. Waiver of Challenge to Legality of Agreement. The Parties agree that this
Agreement, and all documents referenced in this Agreement are legal, valid, and enforceable as
written under applicable law. As a result, the Parties waive their right to later challenge the legality
of this Agreement or the documents referenced in this Agreement.

9. Injunctive Relief. The Parties reserve their rights to pursue injunctive relief or take
other appropriate action in the Wayne County Circuit Court to enforce the provisions of this
Agreement.

10. Notices. Unless otherwise agreed in writing by the Party receiving notice or
otherwise specified in exhibits hereto, notices allowed or required to be given under this
Agreement shall be made via writing and mailed by first class mail, addressed as follows:

a. If to GLWA:
Chief Executive Officer
Great Lakes Water Authority
735 Randolph, Suite 1900
Detroit, Michigan 48226
Attention: General Counsel

b. If to Highland Park:
Mayor
City of Highland Park
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12050 Woodward Avenue
Highland Park, M1 48203

cc: Water Department Director
City of Highland Park

12050 Woodward Avenue
Highland Park, M1 48203

C. If to State of Michigan:
Michigan Department of Attorney General
Environment, Natural Resources, and Agriculture Division
525 W. Ottawa Street
P.O. Box 30755
Lansing, MI 48909

GLWA, Highland Park, and the State of Michigan, by and through their duly authorized officers
and representatives, have executed this Agreement.

City of Highland Park:

By:

Glenda McDonald
Mayor

Attest:

By:

Brenda Green
City Clerk

Approved by
Highland Park City Council on:

Date
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Great Lakes Water Authority:

By:

Suzanne R. Coffey
Its: Chief Executive Officer

Approved by
GLWA Board of Directors on:

Date
Approved as to Form by
GLWA General Counsel on:
Signature Date

State of Michigan

By:

Its:
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INDEX OF EXHIBITS

A. Term Sheet dated October 18, 2023

B. Administrative Compliance Agreement

C. Stipulation for entry of consent judgment

D. Water and Sewage Services Contracts

E. Trust Agreement

F. Proposed orders of dismissal with prejudice of Litigation

G. Stipulation to release $241,418.75 cash bond
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MEDIATION COMMUNICATION

Term Sheet— 10/18/2023

1. The Great Lakes Water Authority (GLWA), the City of Highland Park (HP), and the
State of Michigan (SOM) shall enter into a settlement agreement by January 15,
2024 that incorporates the basic terms set forth below including mutually agreeable
release language. The various documents referenced and necessary to effectuate this
term sheet shall be attached, signed, and incorporated as a part of that agreement by
that date. In addition, the Department of Environment, Great Lakes and Energy
(EGLE) will either amend or replace its July 28, 2017 Administrative Consent Order
(ACO) by January 15, 2024 to incorporate the terms set forth below that are specific

to HP.

2. The SOM shall:

a. Pay for the reasonable and necessary cost to install water master meter(s) on water lines
and sufficient temporary meters to estimate the sewage flow produced by HP. Metro
Consulting (Metro) will be responsible for conducting the necessary work to install the
meters. EGLE shall oversee that work pursuant to its regulatory authority. Metro will
submit a proposal(s) to EGLE for this work, which will include the number and
placement location of those meters in accordance with the provisions below. Metro will
consult with GLWA in preparing the proposal(s). EGLE must approve in writing any
proposal before installation of meters or implementation begins. In addition:

1.

1ii.

1v.

The water master meter(s) and temporary sewage metering devices
will be installed subject to GLWA'’s specifications.

The water master meter(s) shall be installed at all open points of
connection between HP and GLWA.

Upon transfer, GLWA will own, operate, and maintain the water
master meter(s). HP shall be responsible for the cost of maintaining
and operating the sewer meters.

HP and GLWA shall agree to a third party and procedures to maintain
and operate the sewer meters including the sharing of data produced
by the meters. If the parties cannot agree to a third party or the
procedures associated with operation, SOM shall identify the third
party and prescribe the procedures.

HP shall have the same access to the Wholesale Automated Meter
Reading (WAMR) system and Greater Detroit Regional Sewer System
(GDRSS) data for the installed HP water and sewer meters as all other
customer communities served by GLWA.
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vi.  HP shall have the right to annually inspect the water master meter(s)
and sewer meters upon request.

vil.  Unless otherwise agreed by the parties, the water master meter(s) and

sewage metering devices for HP shall be installed within one year of
the execution of the settlement agreement and accompanying
documents. HP shall provide full access to meter locations to complete
the work timely.

b. Pay for work necessary to complete water main and service line replacement efforts
within the boundaries of HP. EGLE shall have responsibility for determining the
necessary work, including conducting or supervising this work.

c. Release the $25M sewer infrastructure grant funds previously allocated in the FY 2023
budget to GLWA on or before December 31, 2023 and appropriate a $5M grant for work
to be conducted by GLWA on drinking water infrastructure.

3. HP shall continue to retain Metro to operate HP’s water and sewer operations, which
includes all billing, collections, maintenance, and improvements. If for any reason,
Metro ceases to be HP’s operator, then subject to SOM’s approval, HP will retain
another entity to conduct these operations. Subject to all terms and conditions of the
settlement agreement and the contract between GLWA and HP, beginning January 1,
2024 and on a going forward basis, HP shall pay the full amount of GLWA’s monthly
charges pursuant to the terms of any contract between GLWA and HP.

4. HP will enter into contracts based on GLWA’s model contract by January 15, 2024
covering the period of January 1, 2014 to December 31, 2044 for water and sewer

services.

1.

The settlement agreement and contracts shall require all amounts paid
for HP water, sewer (including industrial waste control) and
stormwater services be placed into a trust in which the trustee pays
GLWA and any remaining amounts to HP on the same date. Any
grants or loans from SOM to HP for infrastructure projects shall not be
part of or included in the trust.

Except to enforce the conditions of this term sheet and the settlement
agreement, to the extent that any future disputes arise between HP
and GLWA over water and sewer services, which the parties are
unable to resolve within 30-days’ notice of that dispute, HP and GLWA
agree to resolve such disputes through expedited mandatory
arbitration pursuant to Michigan statute and court rule that shall be
binding upon them. For a charge or billing dispute, the trustee must
place in escrow the amount in dispute.
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R 11.  Once the master water meter(s) is installed, HP shall be treated as
part of the master metered customer class.
iv.  For five years commencing on the date of this agreement, the model

water contract will allow for Highland Park’s max day and peak hour
water volume demand to be updated annually as Highland Park
continues to “dry up” its system by replacing water mains and lead
service lines, or completing other infrastructure improvements that
would impact Highland Park’s water demand requirements.

5. HP and EGLE will either revise the current ACO or replace it with a new one to
incorporate the terms set forth in this term sheet that are specific to HP. That ACO
shall remain effective and in effect until January 1, 2044 after which it may be
terminated if HP has met all of its terms.

6. Until metering data can be used to project water and sewer charges:

a. For services provided until December 31, 2023, HP will continue to pay or the trustee
will pay on HP’s behalf 65% of any and all amounts received by HP in payment of bills
for water and wastewater treatment services.

b. Effective January 1, 2024, subject to and conditioned upon execution by all parties of the
settlement agreement by January 15, 2024, GLWA will reduce HP’s water charges based
on reductions in usage volume due to documented repairs of leaks up to 25 percent of its
current water usage.

c. Effective January 1, 2024, subject to and conditioned upon execution by all parties of the
settlement agreement by January 15, 2024, GLWA will also provide a settlement credit
of $60,000 per month to HP on its sewage charges until June 30, 2024 subject to the

following:

1.

1ii.

HP may fully participate in GLWA’s share and charge process for FY
2025.

Beginning July 1, 2024, HP shall receive the lesser of (A) the current

FY 2024 sewage charges and credit or (B) the new FY 2025 share and
resulting charges.

This settlement credit will terminate no later than June 30, 2025.

7. Once 12 months of quality metering data is available to project estimated annual
water and sewer flows, GLWA charges to HP shall be based on that data and future

data.

8. HP shall increase its water and sewer rates by adopting an interim amended budget
no later than December 2023, for the period of January 1, 2024 to June 30, 2024. For
all subsequent fiscal years, Metro shall annually retain an independent rate analyst,
subject to the approval of the SOM, to calculate necessary adjustments in its water
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and sewer rates to ensure that the budget for HP’s water and sewer operations is
sufficient to ensure payment of all GLWA charges and all overhead, maintenance,

and operational costs associated with its water and sewer operations. The analyst will recommend
necessary rates changes to HP and HP shall annually adjust its water and sewer rates in accordance
with the recommendations of the rate analyst.

9. Upon effectuation of the settlement agreement, its attachments and related
documents, including initial funding consistent with this agreement and after receipt
by the trustee of one month of HP’s water and sewer receipts and distribution of one
month’s payment of funds to GLWA under Paragraph 4.1, all litigation between
GLWA, Detroit Water and Sewerage Department (DWSD), HP, or SOM shall be
dismissed with prejudice according to the following:

. The judgment entered in Wayne County Circuit Court Case No. 2014-001974-CK shall
be released or deemed satisfied, and HP shall dismiss its pending appeal from that
action (COA Case No. 367193). The court shall retain jurisdiction to enforce the terms of
the settlement agreement, which will be entered by the court as a consent judgment.

. HP and GLWA shall submit a proposed stipulated order of dismissal of Wayne County
Circuit Court Case No. 20-011589.

. HP shall dismiss its appeal (COA Case No. 362416) from Wayne County Circuit Court
Case No. 22-004754-CB and shall release and waive any further challenge to GLWA’s
rules that were the subject of that action.

. GLWA and SOM shall submit a stipulated order of dismissal of Court of Claims Case No.
2021-000151.

. HP and SOM will submit a proposed stipulated order of dismissal in Court of Claims
Case No. 19-000129-MZ.

HP and GLWA shall submit a proposed stipulated order setting aside the Amended
Consent Judgment dated June 18, 1996 in E.D. Mich. Case No. 92-CV7677-DT and 94-
CV-73135-DT

10.The $241,418.75 cash bond deposited by HP with the U.S. District Court Clerk shall
be released to GLWA from E.D. Mich. Case No. 16-cv-13840.

11.Upon approval of this term sheet by HP, SOM, and GLWA, not later than October 23,
2023, GLWA and HP shall submit a signed copy of the term sheet to, and submit a
request for, a stipulated Stay of the October 24, 2023, Status Conference and all
further proceedings in Judge Joseph’s Case No. 14-001974 and all appellate
proceedings from that case, Case COA Docket No. 367193, until January 15, 2024.

12. Upon execution and approval of this term sheet by HP, SOM, and GLWA, not later
than October 27, 2023, GLWA and HP shall submit:
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a. a signed copy of the term sheet to, and submit a request for, a sﬁ!aulatfed
Stay of the November 2, 2023, Status conference and all further proceedings in
Judge Berry’s Case No 20-011589 until January 15, 2024.

a signed copy of the term sheet to, and submit a request for, a stipulated Stay

of Petition for Rehearing in Banc in 6* circuit case no. 22-1288, until January
15, 2024.

c. Stipulate to a stay of all proceedings in HP’s appeal (COA Case No. 362416)
from Wayne County Circuit Court Case'No. 22-004754-CB.

13.This term sheet is conditional and dependent upon (a) final approval of terms by the
Governor, (b) appropriation of funds from the legislature to the extent necessary, and

() approval by the governing bodies of GLWA, and any other necessary party on or
before October 26, 2023.

City qf Highland Park: Great Lakes Watgzr Authority:
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STATE OF MICHIGAN
DEPARTMENT ENVIRONMENT, GREAT LAKES, AND ENERGY
DRINKING WATER AND ENVIRONMENTAL HEALTH DIVISION
WATER RESOURCES DIVISION

In the matter of: DWEHD Agreement Number ACA-399-02-2024
City of Highland Park
12050 Woodward Avenue
Highland Park, Michigan 48203
/

ADMINISTRATIVE COMPLIANCE AGREEMENT

This document results from the requirements outlined in the Term Sheet-10/18/2023

(Term Sheet); resulting from court ordered mediation in Wayne County Circuit Court Case

No. 2014-001974-CK, in which the Department of Environment, Great Lakes, and Energy
(EGLE), Drinking Water and Environmental Health Division (DWEHD) and Water Resources
Division (WRD) are required under a consent judgment to be entered in the aforementioned
Wayne County Circuit Court case to amend or replace the current Administrative Consent Order
(ACO) ACO-399-06-2017 (Exhibit A) between DWEHD and the City of Highland Park (City) to
address the requirements of the Term Sheet that are specific to the City, as well as address any
outstanding items from the current ACO. As set forth below, EGLE alleges that the City, located
at 12050 Woodward Avenue, Highland Park, Michigan is in violation of the Michigan Safe
Drinking Water Act, 1976 PA 399, as amended (SDWA), and the administrative rules
promulgated thereunder. The City is a supplier of water, as defined under the SDWA, through
the City’s ownership and operation of a Class S-2 water distribution system. The City and
EGLE agree to resolve the violations set forth herein through entry of this Administrative
Compliance Agreement (ACA), which are outstanding items from the Administrative Consent
Order Number ACO-399-06-2017 entered into by the City of Highland Park and EGLE on

July 28, 2017, as well as the requirements outlined in the above referenced Term Sheet.

The City owns and operates a combined sewer system throughout the City, which is subject to
Part 31, Water Resources Protection, of the Natural Resources and Environmental Protection
Act (NREPA), MCL 324.3101 et seq. (Part 31). The City’s sewer system collects and transports
storm and sanitary wastewater for treatment to the Great Lakes Water Authority’s (GLWA)
Interceptor System and Wastewater Resource Recovery Facility (which are collectively leased
by the GLWA from the Detroit Water and Sewerage Department [DWSD]).
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Executive Order 2019-06, signed by Governor Gretchen Whitmer on February 20, 2019,
renamed the Michigan Department of Environmental Quality (DEQ) as the Department of
Environment, Great Lakes, and Energy (EGLE). Effective April 22, 2019, a reference to the
DEQ will be deemed a reference to EGLE. After April 22, 2019, a reference to the Director of
the DEQ will be deemed to be a reference to the Director of EGLE. The Drinking Water and
Municipal Assistance Division (DWMAD) was renamed the Drinking Water and Environmental
Health Division (DWEHD). A reference to the DWMAD will be deemed a reference to the
DWEHD and a reference to the Director of the DWMAD will be deemed to be a reference to the
Director of the DWEHD. A reference to the Southeast Michigan District Supervisor will be

deemed to be a reference to the Warren District Supervisor.

I. STIPULATIONS

The City and EGLE stipulate as follows:

1.1 The SDWA, and the rules promulgated under the SDWA, 1979 AC, R 325.10101 et seq.,

are pertinent to providing safe and reliable public drinking water.

1.2 EGLE has regulatory power and control over public water supplies and suppliers of water
under MCL 325.1003.

1.3 MCL 325.1015(2) provides that EGLE “may order a supplier of water to make alterations
in the waterworks system of its method of operation as may be required or considered
advisable by [EGLE] to ensure the public water supply is adequate, healthful, and in

conformance with state drinking water standards.”

1.4 The NREPA, MCL 324.101 et seq., is an act that controls pollution to protect the

environment and natural resources in the state.

1.5 Part 31 and the rules promulgated pursuant thereto provide for the protection,

conservation, and the control of pollution of the water resources of the state.
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1.6

1.7

1.8

1.9

The City consents to the issuance and entry of this ACA and stipulates that entry of this
ACA constitutes a final order of EGLE-DWEHD pursuant to MCL 325.1015(2),
enforceable in accordance with MCL 325.1022 and EGLE-WRD Sections 3106 and
3112(4) of Part 31, MCLs 324.3106 and 324.3112(4), to enter orders requiring persons to
abate pollution or otherwise cease or correct activities in violation of a specific part. The
City waives its right to a public hearing on this matter as available under

MCL 325.1015(2) and further agrees not to otherwise contest the issuance of this ACA.
The Parties agree that the resolution of this matter by the entry of this ACA is appropriate
and acceptable, and that this ACA shall become effective on the date it is signed by the
Director of the DWEHD. This ACA supersedes Administrative Consent Order Number
ACO-399-06-2017 entered into by the City of Highland Park and EGLE on July 28, 2017.

The City and EGLE agree that the entry of this ACA is for settlement purposes only and

does not constitute an admission by the City it has violated the law.

The signatory to this ACA on behalf of the City agrees and attests that he or she is fully
authorized to consent to this ACA on behalf of the City and to ensure that the City will
comply with all requirements of this ACA. The DWEHD Director signs this ACA under the
authority delegated by the Director of EGLE.

The City shall achieve compliance with the aforementioned regulations in accordance

with the requirements contained in Section Ill, Compliance Program, of this ACA.
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2.1

2.2

2.3

24

2.5

2.6

2.7

Il. FINDINGS
On April 25, 2012, the DEQ issued a Director’s Order to the City to address violations of

the SDWA. A compliance schedule in the Director’s Order addressed immediate issues

as well as longer term corrective actions.

In November 2012, the City began work on repairs to the water treatment plant clarifier,
as required in the Director’s Order. Prior to commencing construction, the DWSD
provided water to the City for a few days in order for the water plant to be shut down and
repairs made. The repairs were unable to be completed, and the City continues to
receive water from the DWSD (now the GLWA).

In a letter dated May 28, 2013, the DEQ agreed to hold deadlines pertaining to the water
treatment plant in abeyance as long as the City was receiving water from the GLWA. The
letter stressed the need to address items in the Director’s Order related to the distribution
system since the distribution system will be utilized regardless of whether the City
restores the water treatment plant or continues to receive water from the GLWA. The
letter requested the City submit a schedule for completion of items pertaining to the

distribution system from the Director’s Order. The City did not do so.

In July 2015, the City hired Wade Trim to take over the operations and maintenance for
the City’s Water Department. Wade Trim has replaced water meters, upgraded the meter
reading system, and ensured water bills are sent out. The City hired Metro Consulting
Associates, LLC, in April 2016 to run the City’s Water Department. However, the City has

not completed work on the distribution system.

A sanitary survey conducted in early 2016 found the distribution system deficiencies listed
in Paragraph 19 of the Director’s Order still need to be addressed. In April 2016, the DEQ

issued a significant deficiency violation notice to the City (included in Exhibit A).

Since the effective date of the ACO-399-06-2017, as a result of the financial condition of
the City’s water and sewer fund, the City has completed some but not all of the work on

the distribution system required under the Director’s Order.

On December 14, 2023, EGLE issued a letter to the City (Exhibit B), which outlines the
compliance items that are considered completed in ACO-399-06-2017. Outstanding
compliance items from ACO-399-06-2017 have been incorporated into this ACA.
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2.8

As set forth in the Term Sheet, multiple lawsuits have been filed by and between the City,
the GLWA, the DWSD, and the State of Michigan. The GLWA alleges that the City owes
in excess of $50,000,000 for unpaid water and sewer bills. Although the City denies it
owes that amount, on June 20, 2023, the Wayne County Circuit Court reinstated a
judgment against the City for allegedly unpaid pre-2014 charges in excess of $19 million
plus interest and costs. The order reinstating the judgment is on appeal by Highland
Park. The State subsequently appeared as an Interested Non-Party to try to assist the
parties in reaching a resolution of that dispute. The Wayne County Circuit Court ordered
the parties to participate in a mediated effort to resolve their issues. The Term Sheet
outlines the basic terms of the agreement reached by the parties to resolve those issues.
One of the terms agreed to by the parties was that the current Administrative Consent
Order ACO-399-06-2017 between the DWEHD and the City of Highland Park will be
amended or replaced to address the requirements of the Term Sheet, as well as address
any outstanding items from the current ACO. The Term Sheet will be part of a Settlement
Agreement executed by the parties that is to be submitted to the Wayne County Circuit
Court, which will be entered by the court as a consent judgment over which the Court will

retain jurisdiction to enforce its terms.

lll. COMPLIANCE PROGRAM

IT IS THEREFORE AGREED AND ORDERED THAT the City shall undertake the following
actions outstanding from AC0O-399-06-2017 to prevent further violations of the SDWA, as well

as meeting the requirements of the Term Sheet.

The requirements from AC0O-399-06-2017 shall be amended as specified below:

3.1

The City shall continue the programs established per Paragraphs 3.2 and 3.3 of
ACO-399-06-2017 to locate, exercise, and inspect all valves and hydrants. The City shall
submit a written report to EGLE, for review, summarizing the inventory of valves and
hydrants including the number that are inoperable, in need of repair or replacement, and
the number repaired or replaced. The City shall submit the report by March 31 of each
year until the necessary water main replacements in Paragraph 3.9 are considered
complete by EGLE.
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3.2

3.3

The City shall continue to conduct an annual distribution system leak survey until the
necessary water main replacements in Paragraph 3.9 are considered complete by EGLE,
unless an alternative schedule is approved by EGLE. The City shall submit to EGLE, for
review and approval, a written report summarizing the results of the leak survey within
60 days of the survey completion. The report shall include a leak repair schedule and
indicate the repair method to be implemented for each leak. An update on the repair of

leaks identified in the previous report shall be provided in the next report.

Within eight (8) months following EGLE’s approval of water master meter location(s)
proposal in Paragraph 3.7, within eight (8) months after there is at least one year of
master meter data, and at least annually thereafter until necessary water main
replacements in Paragraph 3.9 are considered complete by EGLE, the City shall submit,
in writing, to EGLE, for review and approval, updates to the most current versions of the
(1) Reliability Study prepared in accordance with Part 12 of the SDWA administrative
rules, see Michigan Administrative Code (MAC) R 325.11201 et seq. and (2) the General
Plan prepared in accordance with Part 16 of those administrative rules, see

MAC R 325.11601 et seq. including the Capital Improvements Plan that identifies water
system needs for 5-year and 20-year planning periods and the Asset Management Plan.
The updates shall incorporate water system updates, including new water master
meter(s), master meter usage data, completed water main replacements, and address

comments provided by EGLE.

Term Sheet:

3.4

The City shall continue to retain Metro Consulting Associates, LLC (Metro) to operate
Highland Park’s water and sewer operations. If Metro ceases operations with Highland
Park, the City shall propose another entity to EGLE, for review and approval, not later
than 30 days from the release of Metro. The water and sewer operations conducted by
Metro, or the EGLE-approved entity, includes all billing, collections, maintenance, and
improvements which includes installation of meter(s) and replacement of lead service
lines and water mains. Additionally, Metro, or the EGLE-approved entity, shall employ a
full-time certified S-2 water system operator in charge and a backup operator holding an

S-4 or higher certification, per the requirements of Part 19 (R 325.11905 (1), (2), (8), and
(9)).
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3.5

3.6

Not later than September 1 of each of the City’s fiscal years, the City shall provide to
EGLE, for approval, the name of the independent rate analyst the City will utilize to

(1) calculate necessary water and sewer rate adjustments to ensure that the budget for
the City’s water and sewer operations is sufficient to ensure payment of all GLWA
charges and all overhead, maintenance, and operational costs associated with its water
and sewer operations and (2) recommend necessary rate changes to the City. Unless
otherwise directed by EGLE, the analyst will only be required to complete a cost
allocation analysis, as defined in American Water Works Manual M1 Principles of Water,
Rates, Fees and Charges, as part of its report every three (3) years. Not later than 15
days following EGLE’s approval, the City shall retain the independent rate analyst and
provide EGLE documentation of retainage. The City shall provide EGLE documentation
not later than 14 days following ratification of the rates by the City confirming that the
water and sewer rates include the analyst’s recommended rate adjustments and listing
the effective date of ratified rates. This documentation shall include a copy of the

independent rate analysts’ report.

Subject to all terms and conditions of the Term Sheet, the Settlement Agreement, and the
contract between the GLWA and the City, beginning on the effective date of this ACA and
on a going forward basis, the City shall pay the full amount of the GLWA’'s monthly
charges pursuant to the terms of any contract between the GLWA and the City. Not later
than seven (7) months from effective date of this ACA, and every six months thereafter,
the City shall submit to EGLE, for review, a summary of the previous six months of
payments submitted to the GLWA.

WATER

3.7

Not later than 30 days from the effective date of this ACA, the City shall submit to EGLE,
for review and approval, a proposal for the City to conduct all necessary work needed to
provide water master meter(s) on all open points of connection between the City and the
GLWA. lItis understood that the City’s obligation to conduct the work in this paragraph is
dependent on the legislature appropriating funds or the State providing grants for this

work per the Term Sheet. The proposal shall include the following items:
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a. The number and location of water master meter(s) and diameter of the
connecting water main and the GLWA transmission mains. The location(s) shall
be shown on a figure of the City of Highland Park’s water distribution system.

b. A summary of the hydraulic model and modeling results to be used to identify the
proposed water master meter location(s). The summary shall include information
regarding the setup of the model including boundary condition assumptions,
values used to represent the GLWA's available capacity and pressures at the
connection points, the extent of the water distribution system included in the
model and associated assumptions and data used for and the results of the
model calibration.

c. Confirmation from the GLWA that the proposed water master meter location(s)
are compatible with their system.

d. A schedule covering pre-design including hydraulic modeling and an alternatives
feasibility analysis, design, SDWA permitting including application submittal to
EGLE and EGLE’s review and approval, construction bidding and bidder
selection process, construction, startup and testing, and commissioning. The
schedule shall include specific dates and/or a timeline for the following items:

i.  Submittal of an administratively complete SDWA permit application to
construct the water master meter vault(s) and installation of the water
master meter device(s). The permit application shall include design
plans and written construction specifications in accordance with
Section 4 of the SDWA, MCL 325.1004. The specifications shall also
incorporate the GLWA's written equipment, construction, and
operational specifications related to water master meter(s) and water
master meter vault(s).

ii.  Submittal of a summary of the construction bids, the basis for the
evaluation of the bids, and the rationale for the selected bidder to
EGLE.

iii.  Submittal of written progress report(s) to EGLE for review. The
progress report(s) shall be monthly unless an alternative schedule is
approved by EGLE. Reports shall include a description of what has
been completed, percent complete on activities, a statement regarding

whether activities are on schedule, upcoming activities, a list of any
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challenges and proposed resolutions, and a description of potential
change orders including the impacts to schedule and/or costs. A final
progress report shall be submitted following the completion of the
construction and include documentation that the newly constructed
components have been properly disinfected, contain water of quality
that is ready to be distributed, and are fully operational, prior to putting
the newly constructed components into service.

iv.  The completion of water master meter(s) installation, such that meter(s)
are fully operational, within one year of the execution of the ACA and
accompanying documents, unless otherwise agreed by the parties to
the settlement agreement and granted through Paragraph 5.1 of this
ACA.

In preparing the proposal, the City shall:

a. Consult with the GLWA on (1) the number, location, and size of water master
meter(s) and the information and documentation used to support that
determination and (2) the process for testing and startup of the meter(s) to
confirm proper connections to the GLWA's operational systems. The City shall
update EGLE on the status of communications with the GLWA and shall include
EGLE representatives in key meetings or written communications with the
GLWA.

b. Incorporate the GLWA's written equipment, construction, and operational

specifications related to water master meter(s) and water master meter vault(s).

EGLE will notify the City, in writing, of approval or any deficiencies in the proposal. The
EGLE-approved proposal shall be incorporated by reference into Section Il —

Compliance Program.

3.8 The City shall provide contractors, the GLWA, EGLE, or other entities full access to meter

location(s) to complete the construction work timely.

3.9 Not later than November 30, 2024, and each subsequent year, the City shall submit to
EGLE, for review and approval, an annual proposal listing the water main and lead
service line replacement project(s) to be designed, bid out, and constructed in

accordance with the EGLE-approved schedule provided per Paragraph 3.6d. ltis
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understood that the City’s obligation to conduct the work in this paragraph is dependent

on the legislature appropriating funds, the State providing grants, or the identification of

any other funding for this work per the Term Sheet. The City shall continue to provide a

proposal annually until EGLE has notified the City, in writing, that the necessary water

main and lead service line replacements have been completed. This proposal shall

include, at a minimum:

a. Adrawing showing the location of the work.

b. The rationale for selecting the project(s) including supporting documentation from

necessary hydraulic modeling studies, asset evaluations, and reliability studies

which are to be updated per Paragraph 3.3.

c. Cost estimate(s) and schedule(s) that include design, permitting, bidding and

contracting, and construction. Schedule(s) shall include sufficient time to obtain

EGLE approvals. The schedule(s) shall include line items and dates for each of

the following tasks:

Submittal to EGLE, for review and approval, an administratively
complete SDWA permit application(s) for water main replacement
project(s). The permit application shall include design plans and written
construction specifications in accordance with Section 4 of the SDWA,
MCL 325.1004. The schedule shall allow sufficient time for EGLE’s
permit review and issuance process.

Submittal of a summary of the construction bids, the basis for the
evaluation of the bids, and the rationale for the selected bidder to
EGLE.

Submittal to EGLE, for review, written monthly progress reports for each
separate project unless an alternative schedule is approved by EGLE.
The progress reports shall include a description of what has been
completed, percent complete on activities, a statement regarding
whether activities are on schedule, upcoming activities, a list of any
challenges and proposed resolutions, and a description of potential
change orders including the impacts to schedule and/or costs. In
addition, progress reports shall include documentation of water main

hydrostatic leak testing and disinfection, including the location and
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3.10

3.1

results of bacteriological testing, and commissioning of the water main

into service.

EGLE will notify the City, in writing, of approval or any deficiencies in the proposal or if it
determines that the proposed work is not necessary. The EGLE-approved proposal shall

be incorporated by reference into Section Ill — Compliance Program.

Not later than 14 days from identification of a changed condition, the City shall submit a
change order request for cost impacts and/or schedule impacts of greater than four (4)
weeks to EGLE, for review and approval, prior to incurring costs or implementing
changes. The change order request shall include an itemized description of the elements
included, the reason for the change, and the schedule and/or cost impact. EGLE will
notify the City, in writing, of approval or any deficiencies in the change order request or if

it determines that the proposed change order work is not necessary.

Not later than 730 days from the completion of Paragraphs 3.7 and 3.9 of this ACA, the
City shall complete the following to ensure adequate technical, managerial, and financial

(TMF) capacity for the water system, in accordance with the SDWA.

a. Conduct a comprehensive analysis of water supply alternatives using a qualified
third-party consultant. The consultant shall have experience with assessing the
operation, management, and finances of public utilities and shall not have any
conflicts of interest related to the City of Highland Park water system. The scope
of the study shall include the water distribution system. The analysis shall
compare the annual costs of the following options of (1) being a GLWA customer
and owning, operating, and maintaining its water distribution system, (2) a
partnership with an existing water system which would include the ownership,
operation, and maintenance of the City of Highland Park’s water distribution
system, and (3) other alternative options proposed by the City. The analysis shall
account for the capital and ongoing operating costs of each option and must
express how each option analyzed will impact customer affordability.

b. Conduct a comprehensive TMF capacity study using a qualified third-party
consultant. The consultant shall have experience with assessing the operation,
management, and finances of public utilities and shall not have any conflicts of

interest related to the City of Highland Park water system. The scope of the
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SEWER

study shall include the water distribution system. The study must identify the City
of Highland Park’s level of service goals, the TMF capacity necessary to maintain
compliance with the SDWA for the options identified in Paragraph 3.11 and any
gaps between the capacity needed to meet level of service goals and the
capacity available, as well as provide a reasonably attainable implementation
plan for closing any identified gaps in capacity. For the needed funding and
available source(s) of funding, this evaluation must factor in affordability
limitations, must clearly identify what funds are in hand, and if outside funding
sources, such as state or federal grants, are proposed, then details of what is
required to secure those funds and the likelihood of securing those funds must
be provided.

Once complete, the comprehensive analysis and TMF capacity study must be
submitted to EGLE, for review and approval. Within 30 days of EGLE’s approval,
the City must announce and make available to the public for review the
comprehensive analysis and TMF capacity study. At a minimum, the City shall
make the document available to the public in a digital format at the City’s website
and in a hard copy format at public facilities, such as city offices, libraries,
community centers, etc. The public shall have at least 60 days to submit
comments and the City must provide the public a means to submit comments in
a digital and written format. Within 30 days of the end of the public comment
period, the City must compile and record all comments and provide a copy to
EGLE.

3.12 Not later than 30 days from the effective date of this ACA, the City shall submit to EGLE,

for review and approval, a work plan for the City to conduct all necessary work needed to

provide sufficient temporary meters to estimate the total combined sewage flow produced

by the City. The work plan shall include the following items:

a.

Sanitary sewer map(s) of the City’s collection system and a description of the
sewer districts identifying connection points to the DWSD, the GLWA, and

subdistricts within the collection system (if any).
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Specific locations and types of flow meters to be installed or used within the
collection system to ensure flow measurement throughout the system.

In addition to flow meters, any other available information that will be used to
estimate flow.

Temporary sewage meters shall be programmed to collect sewer level data in
addition to flow and velocity. The work plan should identify how the temporary
meters will be programmed to collect data, preferably at not more than five
minute standard recording intervals.

The work plan should identify, for each proposed temporary meter, the location,
sewer size, and rationale for the location of each temporary meter.

A procedure for routine data collection and review.

3.13 In preparing the work plan, the City shall:

a.

Consult with the GLWA on items including, but not limited to, the number,
location, and size of temporary sewer meters and the information and
documentation used to support that determination.

Include EGLE representatives in any meetings or written or verbal
communications with the GLWA.

Incorporate GLWA specifications related to temporary sewer meters.

Prepare project schedules such that temporary sewer meters are installed within
one year of the settlement agreement and accompanying documents. The City

shall provide full access to meter locations to complete the work timely.

3.14 The City shall be responsible for the cost of maintaining and operating the temporary

sewage metering.

3.15 Not later than 60 days after execution of this ACA, the City shall consult with the GLWA

and agree to a third party and procedures to maintain and operate the sewer meters

including the sharing of data produced by the meters and procedures to migrate to

becoming a permanently sewer metered customer in the M-Class for sewer billing

purposes. If the parties cannot agree to a third party or the procedures associated with

operation, EGLE shall identify the third party and prescribe the procedures.
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3.16

3.17

4.1

4.2

4.3

4.4

4.5

Not later than one year after execution of the settlement agreement, the City shall install
temporary sewer meters in accordance with the EGLE-approved work plan. Flow

metering shall be conducted for 12 months.

The temporary meters shall be installed at least two (2) weeks prior to the target start

date so that any meter location issues can resolved.

IV. EGLE APPROVAL OF SUBMITTALS

For any work plan, proposal, or other document that is required by this ACA, to be
submitted by the City to EGLE for review and approval (excluding applications for permit

or license), the following process and terms of approval shall apply.

All work plans, proposals, and other documents required to be submitted by this ACA
shall include all of the information required by every applicable statute or rule, and all of

the information required by the applicable paragraph(s) of this ACA.

In the event EGLE disapproves a work plan, proposal, or other document, it will notify the
City, in writing, specifying the reasons for such disapproval. In response, the City shall
submit a revised work plan, proposal, or other document that adequately addresses the
reasons for EGLE’s disapproval within 30 days of the date of EGLE’s notice. If the
revised work plan, proposal, or other document is still not acceptable to EGLE, EGLE will

notify the City of this disapproval.

In the event EGLE approves with specific modifications, a work plan, proposal, or other
document, it will notify the City, in writing, specifying the modifications required to be
made to such work plan, proposal, or other document prior to its implementation and the
specific reasons for such modifications. EGLE may require the City to submit, prior to
implementation and within 30 days of the date of such approval with specific
modifications, a revised work plan, proposal, or other document which adequately
addresses such modifications. If the revised work plan, proposal, or other document is

still not acceptable to EGLE, EGLE will notify the City of this disapproval.

Upon EGLE approval of an original or modified work plan, proposal, or other document,
such work plan, proposal, or other document shall be incorporated by reference into this

ACA and shall be enforceable in accordance with the provisions of this ACA.
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4.6 Failure by the City to submit an approvable work plan, proposal, or other document,
within time periods specified above constitutes a violation of this ACA and shall subject
the City to the enforcement provisions of this ACA, including the stipulated penalty

provisions specified in Paragraph 9.1 of this ACA.

4.7 Any delays caused by the City’s failure to submit an approvable work plan, proposal, or
other document when due shall in no way affect or alter the City’s responsibility to comply

with any other deadline specified in this ACA.

4.8 No informal advice, guidance, suggestions, or comments by EGLE regarding reports,
work plans, plans, specifications, schedules, or any other writing submitted by the City
will be construed as relieving the City of its obligation to obtain written approval, if and

when required by this ACA.

V. EXTENSIONS

5.1 The City and EGLE agree that EGLE may grant the City a reasonable extension of the
specified deadlines set forth in this ACA. To obtain an extension, the City must submit a
written request to the appropriate EGLE, District Supervisor (DWEHD or WRD) at the
address in Paragraph 6.1, no later than ten (10) business days prior to the pertinent

deadline, and shall include:

Identification of the specific deadline(s) of this ACA that will not be met.
A detailed description of the circumstances that will prevent the City from meeting
the deadline(s).

c. Adescription of the measures the City has taken and/or intends to take to meet the
required deadline.

d. The length of the extension requested and the specific date on which the obligation

will be met.

The District Supervisor, in consultation with the Enforcement Specialist, shall respond in
writing to such requests. No change or modification to this ACA shall be valid unless in

writing from EGLE.
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6.1

6.2

7.1

VI. REPORTING

The City shall make all submittals and written notifications required by this ACA, to EGLE,
DWEHD or WRD, whichever is applicable, Warren District Supervisor (District
Supervisor), 27700 Donald Court, Warren, Michigan 48092. The cover letter with each
submittal shall identify the specific paragraph and requirement of this ACA that the

submittal is intended to satisfy.

The City shall verbally report any violation(s) of the terms and conditions of this ACA to
the District Supervisor by no later than the close of the next business day following
detection of such violation(s) and shall follow such notification with a written report within
five (5) business days following detection of such violation(s). The written report shall
include a detailed description of the violation(s), as well as a description of any actions
proposed or taken to correct the violation(s). The City shall report any anticipated
violation(s) of this ACA to the above-referenced individual(s) in advance of the relevant

deadlines whenever possible.

VIl. RETENTION OF RECORDS

Upon request by an authorized representative of EGLE, the City shall make available to

EGLE all records, plans, logs, and other documents required to be maintained under this
ACA or pursuant to the SDWA and NREPA and/or its rules. All such documents shall be
retained by the City for at least a period of three (3) years from the date of generation of

the record unless a longer period of record retention is required by the SDWA or NREPA
and retained by the City for at least a period of five (5) years from the date of generation

of the record unless a longer period of record retention is required by the NREPA or its

rules.
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8.1

9.1

9.2

9.3

9.4

VIIl. RIGHT OF ENTRY

The City shall allow any authorized representative or contractor of EGLE, upon
presentation of proper credentials, to enter any City facilities directly connected to the
water system at all reasonable times for the purpose of monitoring compliance with the
provisions of this ACA. This paragraph in no way limits the authority of EGLE to conduct
tests and inspections pursuant to the SDWA and/or the NREPA and the rules

promulgated thereunder, or any other applicable statutory provision.

IX. PENALTIES

For each failure to comply with a provision of Sections IIl or IV for this ACA, the City shall
pay stipulated penalties of $200 per violation per day for violations occurring one (1) to
seven (7) days; $300 per violation per day for violations continuing for eight (8) to

14 days; and $500 per violation per day for violations continuing longer than 14 days.

To ensure timely payment of stipulated penalties, the City shall pay an interest penalty to
the General Fund of the State of Michigan each time it fails to make a complete or timely
payment. This interest penalty shall be based on the rate set forth at MCL 600.6013(8),

using the full increment of amount due as principal, and calculated from the due date for

the payment until the delinquent payment is finally made in full.

The City agrees to pay all funds due pursuant to this agreement by check made payable
to the State of Michigan and delivered to the Accounting Services Division, Cashier’s
Office for EGLE, P.O. Box 30657, Lansing, Michigan 48909-8157. To ensure proper
credit, all payments made pursuant to this ACA must include the Payment Identification
No. RMD90025.

The City agrees not to contest the legality of any stipulated penalties or interest penalties
assessed pursuant to Paragraphs 9.1 through 9.4, above, but reserves the right to
dispute the factual basis upon which a demand by EGLE for stipulated penalties or

interest penalties is made.
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X. FORCE MAJEURE

10.1 The City shall perform the requirements of this ACA within the time limits established
herein, unless performance is prevented or delayed by events that constitute a “Force
Majeure.” Any delay in the performance attributable to a “Force Majeure” shall not be
deemed a violation of the City’s obligations under this ACA in accordance with this

section.

10.2 For the purpose of this ACA, “Force Majeure” means an occurrence or nonoccurrence
arising from causes not foreseeable, beyond the control of, and without the fault of the
City, such as: an Act of God, untimely review of permit applications or submissions by
EGLE or other applicable authority, and acts or omissions of third parties that could not
have been avoided or overcome by the City’s diligence and that delay the performance of
an obligation under this ACA. “Force Majeure” does not include, among other things,
unanticipated or increased costs, changed financial circumstances, or failure to obtain a

permit or license as a result of the City’s actions or omissions.

10.3 The City shall notify EGLE, DWEHD or WRD, whichever is applicable, by telephone,
within 48 hours of discovering any event that causes a delay in its compliance with any
provision of this ACA. Verbal notice shall be followed by written notice within ten (10)
calendar days and shall describe, in detail, the anticipated length of delay, the precise
cause or causes of delay, the measures taken by the City to prevent or minimize the
delay, and the timetable by which those measures shall be implemented. The City shall
adopt all reasonable measures to avoid or minimize any such delay. Nothing in this
paragraph obviates the need to report violations as required by Paragraph 6.1 of this
ACA.

10.4 Failure of the City to comply with the notice requirements and time provisions under
Paragraph 10.3, above, shall render Section X, Force Majeure, void and of no force and
effect as to the particular incident involved. EGLE may, at its sole discretion and in
appropriate circumstances, waive in writing the notice requirements of Paragraph 10.3,

above.

10.5 If the Parties agree that the delay or anticipated delay was beyond the control of the City,
this may be so stipulated, and the Parties to this ACA may agree upon an appropriate

modification of this ACA. However, EGLE is the final decision-maker on whether or not
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10.6

11.2

11.3

1.4

11.5

the matter at issue constitutes a “Force Majeure.” The Parties to this ACA understand
and agree that the final decision by EGLE regarding a “Force Majeure” claim is not
subject to judicial review. The burden of proving that any delay was beyond the
reasonable control of the City, and that all the requirements of this Section X have been

met by the City, rests with the City.

An extension of one compliance date based upon a particular incident does not
necessarily mean that the City qualifies for an extension of a subsequent compliance
date without providing proof regarding each incremental step or other requirement for

which an extension is sought.

Xl. GENERAL PROVISIONS

With respect to any violations not specifically addressed and resolved by this ACA, EGLE
reserves the right to pursue any other remedies to which it is entitled for any failure on the
part of the City to comply with the requirements of the SDWA, and the rules promulgated
thereunder, and Part 31 of NREPA, and the rules promulgated thereunder.

EGLE and the City consent to enforcement of this ACA in the same manner and by the
same procedures for all final orders entered pursuant to the SDWA and Part 31 of
NREPA.

This ACA in no way affects the City’s responsibility to comply with any other applicable

state, federal, or local laws or regulations.

EGLE reserves its right to pursue appropriate action, including injunctive relief, to enforce
the provisions of this ACA. At its discretion, EGLE may also seek stipulated fines or
statutory fines for any violation of this ACA. However, EGLE is precluded from seeking

both a stipulated fine under this ACA and a statutory fine for the same violation.

Nothing in this ACA is or shall be considered to affect any liability the City may have for
natural resource damages caused by the City’s ownership and/or operation of the City.
The State of Michigan does not waive any rights to bring an appropriate action to recover

such damages to the natural resources.
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11.6

11.8

12.1

In the event the City sells or transfers the facility, it shall advise any purchaser or
transferee of the existence of this ACA in connection with such sale or transfer. Within 30
calendar days, the City shall also notify the EGLE, DWEHD and WRD, Warren District
Supervisors, in writing, of such sale or transfer, the identity and address of any purchaser
or transferee, and confirm the fact that notice of this ACA has been given to the purchaser
and/or transferee. The purchaser and/or transferee of this ACA must agree, in writing, to
assume all of the obligations of this ACA. A copy of that agreement shall be forwarded to
the DWEHD and WRD District Supervisors within 30 days of assuming the obligations of
this ACA.

The provisions of this ACA shall apply to and be binding upon the parties to this action,

and their successors and assigns.

This ACA constitutes a civil settlement and satisfaction as to the resolution of the
violations specifically addressed herein; however, it does not resolve any criminal action

that may result from these same violations.

Xll. TERMINATION

This ACA shall remain in full force and effect until terminated by a written Termination
Notice (TN) issued by EGLE, not earlier than January 1, 2044. Prior to issuance of a
written TN, the City shall submit a request consisting of a written certification that the City
has fully complied with the requirements of this ACA and has made payment of any
stipulated or interest penalties required in this ACA. Specifically, this certification shall

include:

a. The date of compliance with each provision of the Compliance Program in

Section lll, and the date any fines or penalties were paid.

b. A statement that all required information has been reported to the District

Supervisor.

c. Confirmation that all records required to be maintained pursuant to this ACA are

being maintained at the facility.
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EGLE may also request additional relevant information. EGLE shall not unreasonably

withhold issuance of a TN.
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Signatories

The undersigned CERTIFY they are fully authorized by the party they represent to enter into this
Administrative Compliance Agreement to comply by consent and to EXECUTE and LEGALLY
BIND that party to it.

DEPARTMENT OF ENVIRONMENT, GREAT LAKES, AND ENERGY

Eric J. Oswald, Director
Drinking Water and Environmental Health Division

Date

CITY OF HIGHLAND PARK

By: Glenda McDonald, Mayor
City of Highland Park

Date

By: Brenda Green, City Clerk
City of Highland Park

Date

APPROVED AS TO FORM:

By: Richard S. Kuhl, Assistant Attorney General
Environment, Natural Resources, and Agriculture Division
Michigan Department of Attorney General

Date



Exhibit A of ACA-399-02-2024

STATE OF MICHIGAN é?“‘.‘.
DEPARTMENT OF ENVIRONMENTAL QUALITY S
LANSING

C. HEIDI GRETHER
DIRECTOR

GOVERNOR

February 3, 2017

CERTIFIED MAIL

Mr. Hubert Yopp, Mayor

City of Highland Park

12050 Woodward Avenue
Highiand Park, Michigan 48203

Dear Mr. Yopp:
SUBJECT: Administrative Consent Order (ACO)

Enciosed please find two copies of an ACO between the City of Highland Park and the
Department of Environmental Quality (DEQ), Drinking Water and Municipal Assistance
Division (DWMAD), regarding violations of the Michigan Safe Drinking Water Act,

1976 PA 399, as amended (SDWA). The ACO contains dates for completion of actions
to bring the distribution system in Highland Park back into compliance with the SDWA.

Please sign both copies of the ACO and return both signed copies to me at DEQ,
DWMAD, P.O. Box 30241, Lansing, Michigan 48909-7741. | will have the ACO signed
by the Division Director of the DWMAD and return a fully-executed copy to you. The
effective date of the ACO will be the date it is signed by the Division Director of the

DWMAD.

If you have any questions regarding the ACO, please contact me at 517-284-6536;
mauls@michigan.gov; or at the address in the previous paragraph.

Sincerely,

2 p p )
S e -
eran of S

Susan S. Maul
Enforcement Specialist
Drinking Water and Municipal Assistance Division

Enclosures

cc: Mr. Bryce Feighner, DWMAD
Mr. Richard Benzie, DWMAD
Ms. Amy Lachance, DWMAD
Ms. Kris Donaldson, DWMAD

CONSTITUTION HALL. - 525 WEST ALLEGAN STREET » P.0. BOX 30473 » LANSING, MICHIGAN 48909-7973
www.michigan.gov/deq » (800) 662-9278




STATE OF MICHIGAN
DEPARTMENT OF ENVIRONMENTAL QUALITY
DRINKING WATER AND MUNICIPAL ASSISTANCE DIVISION

in the matter of: DWMAD Order No. ACO-399-  -2017

City of Highland Park
12050 Woodward Avenue
Highland Park, Michigan 48203

/

ADMINISTRATIVE CONSENT ORDER

This document results from allegations by the Department of Environmental Quality (DEQ),
Drinking Water and Municipal Assistance Division (DWMAD). The DEQ alleges that the City of
Highland Park (City), located at 12050 Woodward Avenue, Highland Park, Michigan, is in
violation of the Michigan Safe Drinking Water Act, 1976 PA 399, as amended (SDWA), and the
administrative rules promulgated thereunder, being 2009 ACS, R 325.10101 et seq. The City is
a supplier of water as defined under the SDWA through the City’s ownership and operation of a
Class S-2 water distribution system. The City and the DEQ agree to resolve the violations set

forth herein through entry of this Administrative Consent Order (Consent Order).

. STIPULATIONS

The City and the DEQ stipulate as follows:

1.1 The SDWA, and the rules promulgated under the SDWA, 1979 AC, R 325.10101 ef seq.,

are pertinent to providing safe and reliable public drinking water.

1.2 The DEQ has regulatory power and control over public water supplies and suppliers of
water under MCL 325.1003.

1.3 MCL 325.1015(2) provides that the DEQ “may order a supplier of water to make
atterations in the waterworks system or its method of operation as may be required or
considered advisable by the [DEQ] to ensure the public water supply is adequate,

healthful, and in conformance with state drinking water standards.”
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1.4

1.5

1.6

1.7

2.1

2.2

The City consents to the issuance and entry of this Consent Order and stipulates that
entry of this Consent Order constitutes a final order of the DEQ pursuant to

MCL 325.1015(2), enforceable in accordance with MCL 325.1022. The City waives its
right to a public hearing on this matter as available under MCL 325.1015(2) and further
agrees not to otherwise contest the issuance of this Consent Order. The Parties agree
that the resolution of this matter by the entry of this Consent Order is appropriate and
acceptable and that this Consent Order shall become effective on the date it is signed by
the Director of the DWMAD. This Consent Order supersedes Determination and Order
No. 399-04-12 issued by the DEQ Director on April 25, 2012.

The City and the DEQ agree that the entry of this Consent Order is for seftiement

purposes only and does not constitute an admission by the City it has violated the law.

The signatory to this Consent Order on behalf of the City agrees and attests that he or
she is fully authorized to consent to this Order on behalf of the City and o ensure that the
City will compiy with all requirements of this Consent Order. The DWMAD Division
Director signs this Gonsent Order under authority delegated by the Director of the DEQ.

The City shall achieve compliance with the aforementioned regulations in accordance
with the requirements contained in Section Ill, Compliance Program, of this Consent

Order.

Il. FINDINGS

On April 25, 2012, the DEQ issued a Director’s Order to the City fo address violations of
the SDWA. A compliance schedule in the Director’'s Order addressed immediate issues

as well as fong-term corrective actions.

In November 2012, the City began work an repairs to the water treatment plant clarifier as
required in the Director’s Order. Prior to commencing construction, the City requested the

Detroit Water and Sewerage Department (DWSD}) to provide water to the City for a few
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2.3

2.4

25

days in order for the water plant to be shut down and repairs made. The repairs were
unable to be completed, and the City continues to receive water from the DWSD (now the
Great Lakes Water Authority [GLWA]).

In a letter dated May 28, 2013, the DEQ agreed io hold deadlines pertaining to the water
treatment plant in abeyance as long as the City was receiving water from the GLWA. The
letter stressed the need to address items in the Director's Order related to the distribution
system since the distribution system will be utilized regardless of whether the City
restores the water treatment plant or continues to receive water from the GLWA. The
letter requested the City submit a schedule for completion of items peraining to the

distribution system from the Director's Order. The City did not do so.

in July 2015, the City hired Wade Trim to take over the operations and maintenance for
the City's Water Department. The City hired Metro Consuiting Associates, LLC, in

April 2016 to run the City’s Water Department. Wade Trim has replaced water meters,
upgraded the meter reading system, and ensured water bills are sent out. However, they

have not completed work on the distribution system.

A sanitary survey conducted in early 2016 found the distribution system deficiencies listed
in Paragraph 19 of the Director’'s Order still needed to be addressed. In Aprit 2016, the
DEQ issued a significant deficiency violation notice to the City (attached as Exhibit A).

. COMPLIANCE PROGRAM

IT IS THEREFORE AGREED AND ORDERED THAT the City shall undertake the following

actions to prevent further violations of the SDWA:

3.1

The City shall, not later than three (3) years after the effective date of this ACO, provide
its customers with water that conforms with all applicable SDWA requirements by

implementing the evaluations and improvement projects set forth in Paragraphs 3.2

through 3.8, below.




City of Highland Park
Administrative Consent Order
Page 4

3.2 Within 30 days of the effective date of this ACO, the City shall initiate a program to
locate, exercise, and inspect all vaives throughout the City.

a. Within one (1) year of the effective date of this ACO, the City shall generate a list of
all nonworking valves prioritized for repair and ensure at least 1/3 of all nonworking
valves are repaired or replaced in order of pricrity. The City must prioritize those

repairs that provide the most benefit to protection of public health.

b. Within two (2) years of the effective date of this ACO, the City shall ensure that all
remaining nonworking valves identified on the list generated in Paragraph 3.2(a) are

repaired or replaced.

3.3  The City shall continue the program to locate, exercise, and inspect all hydrants

throughout the City.

a. Within nine (9) months of the effective date of this ACO, the City shall generate a
list of all nonworking hydrants prioritized for repair and ensure that at least 1/3 of all
nonworking hydrants are repaired or replaced in order of priority. The City must
prioritize those repairs that provide the most benefit to the protection of public health.
Priority determination must be in collaboration with the local fire department,
documentation of which shall be submitted to the DEQ, DWMAD Southeast Michigan

District Supervisor.

b. Within 21 months of the effective date of this ACO, the City shall ensure that all
remaining nonworking hydrants identified on the list generated in Paragraph 3.3(a)

are repaired or replaced.

3.4  Within 11 months of the effective date of this ACO, the City shall compleie a distribution

system leak survey.

a. Within one (1) year of the effective date of this ACO, the City shall generate a list of

all water system leaks prioritized for repair and ensure at least 1/3 of all leaks have
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been repaired in order of priority. Priority must be given to those repairs that provide the

most benefit to protection of public health.

b.. Within three (3) years of the effective date of this ACO, the City shall ensure that all
remaining water system leaks identified on the list generated in Paragraph 3.4(a)

have been repaired.

3.5  Within 30 days of the effective date of this ACO, the City shail submit a written
cross-connection program to the DEQ for review and approval as required by Michigan
Administrative Code (MAC) R 325.11404. Within six (6) months after DEQ approval,
the City shall implement the program by ensuring the required inspections and corrective

measures are underway.

3.6 Within five (5) months of the effeclive date of this ACO, the City shall recruit and
employ a fuil time S-2 certified operator in charge and have that individual supervise the
water distribution system. The City shall also begin actively overseeing all work done in

the distribution system by contractors using certified distribution system operators.

3.7  Within eight (8) months of the effective date of this ACO, the City shall complete a
Reliability Study in accordance with Part 12 of the SDWA administrative rules, see
MAC R 325.11201 ef seq., and a General Plan in accordance with Part 16 of those
administrative rules, see MAC R 325.11601 et seq. Applicable Part 16 requirements
include creating a Capital Improvements Plan that identifies water system needs for
5-year and 20-year planning periods, and developing an Asset Management Plan by
January 1, 2018. See MAC R 325.116086.

3.8 The City shall submit all reports, work plans, specifications, schedules, or any other
writing required by this section to the District Supervisor, DEQ, DWMAD, Southeast
Michigan District, 27700 Donald Court, Warren, Michigan 48092, The cover letter with
each submittal shall identify the specific paragraph and requirement of this Consent

Order that the submittal is intended to satisfy.
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IV. DEQ APPROVAL OF SUBMITTALS

4.1 For any work plan, proposal, or other document that is required by this Consent Order to
be submitted by the City to the DEQ for review and approvat (excluding any application
for a permit or license), the following process and terms of approval shall apply.

4.2 All work plans, proposals, and other documents required to be submitted by this Consent
Order shall include all of the information required by every applicable statute or rule, and
all of the information required by the applicable paragraph(s) of this Consent Order.

4.3  Inthe event the DEQ disapproves a work plan, proposal, or other document, it will notify
the City, in writing, specifying the reasons for such disapproval. In response, the City
shall submit a revised work plan, proposal, or other document that adequately addresses
the reasons for the DEQ’s disapproval within 30 days of receipt of the DEQ's notice. if
the revised work plan, proposal, or other document is still not acceptable to the DEQ, the

DEQ will notify the City of the reasons for its disapproval.

4.4  Inthe event the DEQ approves with specific modifications, a work plan, proposal, or
other document, it will notify the City, in writing, specifying the modifications required to
be made to such work plan, proposal, or other document prior to its implementation and
the reasons for such modifications. The DEQ may require the City to submit, prior to
imptementation and within 30 days of receipt of such approval with specific
medifications, a revised work plan, proposal, or other document that adequately
addresses such modifications. If the revised work plan, proposal, or other document is
still not acceptable to the DEQ, the DEQ will notify the City of the reasons for its

disapproval.

4.5 Upon DEQ approval of an original or modified work plan, proposal, or other document,
such work plan, proposal, or other document shall be incorporated by reference into this

Consent Crder and shall be enforceable in accordance with the provisions of this

Consent Order.
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4.6  Failure by the City to submit an approvable work plan, proposal, or other document
within the time periods specified above constitutes a violation of this Consent Order and

shall subject the City to the enforcement provisions of this Consent Order.

4.7  Any delays caused by the City’s failure to submit an approvable work plan, proposal, or
other document when due shall in no way affect or alter the City's responsibility to

comply with any other deadline specified in this Consent Order.

4.8 No informal advice, guidance, suggestions, or comments by the DEQ regarding reports,
work plans, plans, specifications, schedules, or any other writing submitted by the City
will be construed as relieving the City of its obligation to obtain written approval when

required by this Consent Order.

V. EXTENSIONS

5.1 The City and the DEQ agree that the DEQ may grant the City a reasonable extension of
the specified deadlines set forth in this Consent Order. To obtain an extension, the City
must submit a written request in duplicate addressed to the DEQ, DWMAD Enforcement
Specialist, Consfitution Hall, 525 West Allegan Street, Lansing, Michigan 48933, and the
District Supervisor at the address in Paragraph 3.8, no later than ten (10) business days

prior to the pertinent deadline. The City's request shall include:

a. ldentification of the specific deadline(s) of this Consent Order that will not be met.

A detailed description of the circumstances that will prevent the City from meeting

the deadline(s).
c. A description of the measures the City has taken or intends to take to meet the

reguired deadline(s).
d. The length of the extension requested and the specific date on which the obligation

will be met,

The District Supervisor, in consultation with the Enforcement Specialist, shall respond in
writing to such reguests. No change or medification o this Consent Order shall be valid

unless in writing from the DEQ.
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Vi. REPORTING

6.1 The City shall verbally report any violation({s) of the terms and conditions of this Consent
Order to the District Supervisor by no later than the close of the next business day
following detection of such violation(s} and shall follow such notification with a written
report within five (5) business days following detection of such violation(s). The written
report shall include a detailed description of the violation(s), as well as a description of
any actions proposed or taken to correct the violation(s). The City shall report any
anticipated violation(s) of this Consent Order to the above-referenced individual in

advance of the relevant deadlines whenever possible.

VIl. RETENTION OF RECORDS

7.1 Upon request by an authorized representative of the DEQ), the City shall make available
to the DEQ all records, plans, logs, and other documents required to be maintained
under this Consent Order or pursuant to the SDWA, All such documents shall be
retained by the City for at least a period of three (3) years from the date of generation of

the record unless a longer period is required by the SDWA.

Vill. RIGHT OF ENTRY

8.1 The City shall allow any authorized representative or contractor of the DEQ, upon
presentation of proper credentials, to enter any City facilities directly connected to the
water system at all reasonable times for the purpose of monitoring compliance with the
provisions of this Consent Order. This paragraph in no way limits the authority of the

DEQ to conduct tests and inspections pursuant to the SDWA or any other applicable

statutory provision.

IX. PENALTIES

8.1 For each failure to comply with a provision of Sections H1 or IV of this Consent Order, the
City shall pay stipulated penalties of $200 per violation per day for violations occurring

one (1) to seven (7) days; $300 per violation per day for violations continuing for eight
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(8) to 14 days; and $500 per violation per day for violations continuing longer than

14 days.

9.2 To ensure timely payment of stipulated penalties, the City shall pay an interest penalty to
the General Fund of the State of Michigan each time it fails to make a complete or timely
payment. This interest penalty shall be based on the rate set forth at MCL 600.6013(8),
using the full increment of amount due as principal, and calculated from the due date for

the payment until the delinquent payment is finally made in full.

9.3 The City agrees fo pay all funds due pursuant to this agreement by check made payable
to the State of Michigan and delivered to the Accounting Services Division, Cashier’s
Office for the DEQ, P.O. Box 30657, Lansing, Michigan 48909-8157. To ensure proper

credit, all payments made pursuant to this Consent Order must include the Payment

identification No. RMD 90025,

9.4 The City agrees not to contest the legality of any stipulated penalties or interest penalties
assessed pursuant to Paragraphs 9.1 through 9.3, above, but reserves the right to
dispute the factual basis upon which a demand by the DEQ for stipulated penalties or

interest penalties is made.

X. FORCE MAJEURE

10.1  The City shall perform the requirements of this Consent Order within the time limits
established herein, unless performance is prevented or delayed by events that constitute
a “Force Majeure.” Any delay in the performance attributable to a “Force Majeure” shal
not be deemed a violation of the City's obligations under this Consent Order in

accordance with this section.

10.2  For the purpose of this Consent Order, "Force Majeure” means an occurrence or
nonoccurrence arising from causes not foreseeable, beyond the control of, and without
the fault of the City, such as: an Act of God, untimely review of permit applications or
submissions by the DEQ or other applicable authority, and acts or omissions of third
parties that could not have been avoided or overcome by the City’s diligence and that
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10.3

10.4

10.5

10.6

delay the performance of an obligation under this Consent Order. “Force Majeure” does
not include, among other things, unanticipated or increased costs, changed financial

circumstances, or failure to obtain a permit or license as a resulit of the City’s actions or

omissions.

The City shall notify the DEQ, by telephone, within 48 hours of discovering any event
that causes a delay in its compliance with any provision of this Consent Order, Verbal
notice shail be followed by written notice within ten (10) calendar days and shall
describe, in detail, the anticipated length of delay, the precise cause or causes of delay,
the measures taken by the City to prevent or minimize the delay, and the timetable by
which those measures shall be implemented. The City shall adopt all reasonable

measures to avoid or minimize any such delay.

Failure of the City to comply with the notice requirements and time provisions under
Paragraph 10.3, above, shall render Section X, Force Majeure, void and of no force and
effect as to the particular incident involved. The DEQ may, at its sole discretion and in

appropriate circumstances, waive in writing the notice requirements of Paragraph 10.3,

above.

If the Parties agree that the delay or anticipated delay was beyond the control of the
City, this may be so stipulated, and the Parties to this Consent Order may agree upon an
appropriate modification of this Consent Order. However, the DEQ is the final
decision-maker on whether or not the matter at issue constitutes a Force Majeure. The
Parties to this Consent Order understand and agree that the final decision by the DEQ
regarding a Force Majeure claim is not subject to judicial review. The City bears the
burden of proving that any delay was beyond its reasonable control and that it has met

all the requirements of Section X.

An extension of one compliance date based upon a particular incident does not
necessarily mean that the City qualifies for an extension of a subsequent compliance

date without providing proof regarding each incremental step or other requirement for

which an extension is sought.
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11.1

1.2

11.3

11.4

Xl. GENERAL PROVISIONS

With respect to any violations not specifically addressed and resclved by this Consent
Order, the DEQ reserves the right to pursue any other remedies to which it is entitled for
any failure on the part of the City to comply with the requirements of the SDWA and the

rutes promulgated thereunder.

The DEQ and the City consent to enforcement of this Consent Order in the same

manner and by the same procedures for all final orders entered pursuant to the SDWA.

This Consent Crder in no way affects the City’s responsibility to comply with any other

applicable local, state, or federal laws or regulations.

The DEQ reserves its right to pursue appropriate action, including injunctive refief, to
enforce the provisions of this Consent Order. At its discretion, the DEQ may also seek
stipulated fines or statutory fines for any violation of this Consent Order. However, the
DEQ is precluded from seeking both a stipulated fine under this Consent Order and a

statutory fine for the same violation.

Nothing in this Consent Order is or shall be considered to affect any liability the City may
have for natural resource damages caused by the City's ownership and/or operation of
the facility. The State of Michigan does not waive any rights fo bring an appropriate

action to recover such damages to the natural resources.

In the event the City sells or transfers the facility, it shall advise any purchaser or
transferee of the existence of this Consent Order in connection with such sale or
transfer. Within 30 calendar days, the City shall also notify the DEQ, DWMAD District
Supervisor, in writing, of such sale or transfer, the identity and address of any purchaser
or transferee, and confirm the fact that notice of this Consent Order has been given to
the purchaser and/or transferee. The purchaser and/or transferee of this Consent Order
must agree, in writing, to assume all of the obligations of this Consent Order. A copy of
that agreement shall be forwarded to the District Supervisor within 30 days of assuming

the obligations of this Consent Order.
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11.7

12.1

The provisions of this Consent Order shall apply to and be binding upon the Parties to

this action, and their successors and assigns.

This Consent Order constitutes a civil settlement and satisfaction as to the resolution of
the violations specifically addressed herein; however, it does not resolve any criminal

action that may resuit from these same violations.

X!ll. TERMINATION

This Consent Order shall remain in full force and effect until terminated by a written
Termination Notice (TN) issued by the DEQ. Prior to issuance of a written TN, the City
shall submit a request consisting of a written certification that the City has fully complied
with the requirements of this Consent Order and has made payment of any stipulated or
interest penalties required in this Consent Order. Specifically, this certification shall

include:;

a. The date of compliance with each provision of the Compiiance Program in
Section 1ll, and the date any fines or penalties were paid.

b. A statement that all required information has been reported to the District

Supervisor,
¢.  Confirmation that all records required to be maintained pursuant to this Consent

Order are being maintained at the facility.

The DEQ may also request additional relevant information. The DEQ shall not

unreasonably withhold issuance of a TN.
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Signatories

The undersigned CERTIFY they are fully authorized by the party they represent to enter into this
Consent Order to comply by consent and to EXECUTE and LEGALLY BIND that party to if.

CITY OF HIGHLAND PARK DEPARTMENT OF ENVIRONMENTAL QUALITY
By: Hubert Yopp, Mayor By: Bryce Feighner, P.E., Division Director
Drinking Water and Municipal Assistance
Division
Date;
Date

APPROVED AS TO FORM:

Bill Schuette
Attorney General

By: Zachary C. Larsen (P72189)
Assistant Attorney General
Environment, Natural Resources, and

Agriculture Division
Department of Attorney General
P.O. Box 30755
Lansing, Michigan 48509

Date




Exhibit A

STATE OF MICHIGAN
DEPARTMENT OF ENVIRONMENTAL QUALITY

SOUTHEAST MICHIGAN DISTRICT OFFICE

2

RICK SNYDER KEITH CREAGH
GDVER!\Q‘DR DIRECGTOR
April 11, 2016
SIGNIFICANT DEFICIENCY
VIOLATION NOTICE
Mr. Al Coleman
City of Highland Park WGESN: 03140

14100 Woodward Avenue
Highland Park, M|

Dear Mr. Coleman:

SUBJECT: City of Highland Park - Water System Sanitary Survey
Significant Deficiency Violation Notice

This letter will confirm the January 25, 2016 and March 30, 2016 meetings belween Kiris
Donaidson, Michigan Department of Environmental Qualify (DEQ) and Wade Trim staff (Chris
Johnson, Andre Randall, Neil Harder, and Al Coleman); as well as Gity of Highland Park
officials (Mayor Yopp and Cathy Square) and will summarize the subsequent review and
discussion of the water supply facilities serving the City of Hightand Park (City). The purpose
of the meeting was fo evaluate the water system with respect to the requirements of the
Michigan Safe Drinking Water Act — Act 399 (PA 1976 as amended) as well as determine the
status of efforts to mest the requirements of the DEQ'’s Determination and Order (order) issued
to the Gity on April 25, 2012, The City’s water treatmenti plant has been out of service since
November 2012 and therefore only items in the order that pertain to the water distribution
system were reviewed. In addition, the enclosed Water System Rev:ew form was updated fo
gather information on the City's water supply system.

The compliance items listed below pertain directly to the City’s water distribution system.
During the meeting, we discussed the need for the City to apply the limited available funds to
the restoration of the water distribution system, The distribution system is a critical part of the
water system that the City will utilize regardless of how water is generated. The City should
not be applying funds to the restoration of the existing water treatment plant or to build a new
water treatment plant until the needs of the water distribution system have been addressed.
The outstanding deficiencies in the distribution system have continued to jeopardize the
reliability of the system and must be addressed to proteci public health.

The following table summarizes our findings from the survey of the water system:




Survey Element

Findings

Source

Not Applicable

Treatment

Not applicable

Distribution System

Significant Deficiencies

Identified
Finished Water Storage Not Evaluated
Pumps Not Applicable
No

Monitoring & Reporting

deficiencies/recommendations

Management &

Deficiencies ldentified

Operator Compliance No
perato P deficiencies/recommendations
Security Recommendations

. . Significant Deficiencies
Finanaial Identified
Other Not Applicable--

The following significant deficiencies are violations of Act 399 and must be resolved in order o
return the water system to compliance.

1.

Paragraph 19a of the Order states the City will “recruit and employ a full time S-2
certified Operafor in Charge (OIC) and have that individual supervise the water
distribution system. Begin actively overseeing work done in the distribution system by
contractors using certified distribution system operafors as required by R325.11305(8)”

We are pleased the City has hired Wade Trim to operate the City’s water department.
During the meeting we discussed the limited onsite presence of the OIC. To comply
with this requirement the OIG shall make daily visits to the City, be on call 24 hours per
day, and supervise/direct staff responsible for daily operations.

Paragraph 19b of the order states the City shall "develop a cross connection control
program, initiate the required inspections, and begin any needed corrective measures

as required by R325.11404."

The City has not complied with this requirement to date. During recent meetings with
the City, Wade Trim, and Michigan Department of Treasury (Treasury) staff the use of
an upcoming distressed city grant was discussed as a possible funding source for hiring
a contractor to develop and implement a cross connection program.

Paragraph 19c¢ of the Order states the City shall “complefe a distribution system leak
survey and repair all major leaks”




The City has not complied with this requirement to date. Funding for a leak survey was
provided as a part of a previous year distressed city grant. The funds available from the
grant allocated for the leak survey was nof sufficient to complete the survey. During a
recent meeting we discussed the use of the remaining previous grant funds along with a
possible upcoming loan to obtain an adequate leak study and repairs.

Paragraph 19d of the Order states the City shall “/niffate a program fo locate and repair
all nonfunctional distribution valves and fire hydrants as required by R325.11108 and

785 8.3and 8.4.”

The City has not complied with this requirement to date, During recent meetings an
upcoming distressed city grant was discussed as a possible funding source fo bring
additional staff on board for the summer to conduct a valve location and turning
program to exercise and locate all nonfunctional valves. We also discussed the
importance of isclating the water treatment plant property from the distribution system.
The appropriate valves heed to be located and closed or new valves need fo be
installed to properly disconnect the water treatment plant from the system.

Paragraph 19e of the Order states the City shall “resolve alf billing and payment issues,
including ensuring that everyone receiving waler is billed, reconcile the billing list to
connections fo the system, disconnect or shut off nonpaying or inactive accounts and
ensure that bills are accurate based on metered usage.”

The City has not fully complied with this requirement to date. During a recent meeting
we discussed progress made to change out water meters and the update of the meter

reading, billing, and collection system.

Paragraph 15f of the Order states the City shall "resofve all lost water issues by
ensuring all inaccurate custorner mefers and system leaks are repaired and sfopping
unmetered or unauthorized use of water.”

The City has not fully complied with this requirement to date. During a recent meeting
we discussed the continued water meter replacement project as well as the intent to
investigate in active accounts,

The following additional deficiencies are violations of Act 399 and must be resolved in order to
return the water system to compliance.

7.

Part 12, Reliability, Rule 1203, requires that the City establish certain requirements as
part of the Reliability Study to maintain the reliability of the public water supply system
to assure a continuous supply of water for drinking and household purposes. Our
records indicate that a draft reliability study was completed in 2008. Please note that
effective December 4, 2009, Part 12 was revised to incorporate five year and 20 year
projections, as well as additional basic information that must now be presented in the -
study. The minimum information which must be incorporated in this study includes the

following:




a) Basic planning data, including current population, number of service connections,
and equivalent residential units.

b) Sufficient water production and consumption data to identify trends for both five year
and 20 year planning periods, including the following elements:

-The present and projected average daily demand.

-The present and projected maximum daily demand.

~The present and projected maximum hourly demand.

-The present and projected peak instantaneous demand for systems using
hydropneumatic storage.

~The present and projected fire flow demand.

- The basis of demand projections.

- Monthly and annual production totals for each source, including water
purchased from another public water supply.

- Annual usage totals for water supplied fo other public water supplies,

- Annual usage totals for each customer class as determined by the public

water supply.
(c) A water shortage response plan for emergencies.

Part 16, General Plans, was revised December 4, 2009, to include additional General
Plan reguirements. Per Rule 1604, a General Plan of the waterworks system must
include a general layout of the water treatment system and distribution system, as well
as the rated capacity of the waterworks system. Further, Rule 1605 requires distribution
systems infended to provide fire protection to include a hydraulic analysis of the
distribution system showing pressure contours under peak demands. These distribution
systems must also include an inventory of water main by size, material, and age, as well
as service area maps indicating service area boundaries. Additionally, according to
Rule 16086, by January 1, 2018, publicly owned water supplies must include a Capital
Improvements Plan that identifies water systems needs for five year and 20 year
planning penods Qur recards indicate that the most recent General Plan was
competed in draft form in 2008. We ask that you incorporate the additional
requirements as you upd ate the City’s General Plan, likely this will be done as you

update your reliability study.

The Reliability Study and General Plan should be updated as part of any water system
planning initiative commissioned by the City. An updated hydraulic model as well as
GIS mapping of the distribution system were recently discussed uses of potential grant
and/or foan funds. These tasks are important components fo a reliability study and
general plan and should be completed in conjunction with the updated plans.

Part 23, Emergency Response Plan (previously Confingency Plans) was recently
ravised to include terrorist or other intentional attacks on drinking water supplies.
Enclosed is an Emergency Respanse Plan template. Please review the template




located an the DEQ website and update the City’s existing pfan to incorporate the
additional considerations. The plan should be readily available to Gity personnel in the
event of an emergency. It should be located and distributed, as necessary, o assure
effective use by appropriate water system personnel. We also ask that the plan be
made available for DEQ review upon request. Once the plan has been amended,
please submit notification for our records.

Our investigation is considered complete. This significant deficiency begins as of the date of
receipt of this letter and will continue until you complete corvective action. You must complete
corrective action within 120 days of receipt of this letter or be in compliance with a corrective
action plan and schedule approved by this office. Contact us within 30 days of receipt of this
letter to discuss appropriate corrective action. You must also notify us in writing within 30 days
of correcting the significant deficiency. We will visit the site within 30 days of your notification
to confirm the significant deficiency has been corrected as is our obligation under the Ground

Water Rule, 40 CFR §142.16(0){4).

If you have any factual information you would like us to consider regarding the significant
deficiencies identified in this Significant Deficiency Violation Notice please provide itin a
written response by April 27, 2016.

We anticipate and appreciate your cooperation in resolving this matfter. [f you have any
questions regarding this Significant Deficiency Violation Notice, please feel free to contact me
at 586-753-3759, donaldsonk@michigan.gov; or Department of Environmental Quality, Office
of Drinking Water & Municipal Assistance, Southeast M[chlgan District Office, 27700 Donald

Court, Warren, Michigan 48092.

Sincerely,

Kris Donaldson
District Supervisor
Office of Drinking Water & Municipal Assistance

Enclosure(s)

cc/enc:Mayor Yopp, City of Highland Park
Cathy Square, City of Highland Park
Kris Donaldson, MDEQ
Amy Lachance, MDEQ
Mary Ann Dolehanty, MDEQ
Sue Maul, MDEQ
Neil Harder, City of Highland Park (WWade Trim)




27700 Donald Ct
Warren, MI 48092
"Phone: 586-753-3700

Fax: 586-753-3832
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Sdﬁ;ch;;‘:ml\“/hchlgan District Office

Water System Sanitary Survey
Highland Park Water System
2016




WATER SYSTEM SANITARY SURVEY

GENERAL

03140 Highland Park
3130420186 Islam/Donaldson

Al Coleman

Superintendent
248-457-8588

88-415-2817(nell) / 734-330-7928 (andre)

_acoleman@wadetrim.com harder@wadetrim,com / arandali@wadetr]
14100 Woodward Ave 4100 Wooward Ave
Highland Park, M Highland Park

2 & 2010

“-Operator Certification =+

52 Certiflcation Exp. Date
Nell Harder (Wade Trim) F-2, 8-2 7/15/2008
Andre Randalf (Wade Trim) ~ 58-2,D41 1/16/2019
Other Operators: Buffa Moncrief DPW
’ Deavon Knight DPW
Matasha Tyler Collactions Cierks
Treatment Capacity: NA (Water Treatment Plant offline since 11/2012}
Treatment Classification: NA Gertification Op. # Exp. Date
;@—.,_ NA 'L
i NA
Other Operators:
Do the operators recefve adequate techrical training? Yes
[f not, what and why?
Commenis:

Al Coleman - Superintendent on location dally at customer service office in Model T Shopping complex. Customer service office
handles billing with help from outside processing company. Wade Trim handles all coliections and funds go into city account
earmarked for water depariment functions. Meter shop onsite. CPI contracting (Chuck Smith) handles all watermaln repairs,
biscussed need for more OIC onsite presence 1-25-2016) .

1:Ownership -+ TR

T PP .t

City {City, Village, Township, County, Authority, Association)

Ownership:

Consent Agreement: 2012 Directors Order

Escrow Account: NA

Annual Fee; ' Paid (Pald, Unpaid, Exempt, Etc.)

Comments;




SOURCE

TR T
T

'

R CApacity o T e e E E T

%

Dem

and (MGD) Max/Avg Paopulation GIoD

Max, Day Date

Avg. Day

Min. Day - Date unacct,H,0

History
i 1.487702 +.283.1

'4.960

“3.334 ] 2450

11,776 R
| 1.506203 3422 ot

‘4030 | 2,970

4370 fz‘-‘-8/21/200

L7716
1.120513 - 331.2

"3.800 11,776 = -
“11.374703 41776 <

"3.970 " 11/28/2008

IETAN

8
“4.630

:3.868 v

2430 5

B

3800

g +286.0 ©
23,022 - 1 1.820318 {1,776 ¢ 7

"4.270 TR0

iy T 19566 .
L 1201772011 | 1.760825 - v:?

5435 | ©1.600

‘910/2012

192.8

: 12059 ¢
“2270 =) - 0.7297 7 11113/2012 [ 1,797797

~4.081

T

2,253

V2273

N

Five Year Max. Day
Ten year Max, Day
Five Year Avg. Day

* No master meters in Highland Park, unable to estimate
usage

4.270
6.070
2.305

= 6.070

YR Purchase Contract i oy

Principle Parities of Confract;

NA - no contract with GLWA In place

Date of Confract;

Expiration Date:

Annual Volume Available by Contract;
Maximum Day Available by Contract:
Maxirnum Hour Available by Contract;
Maximum Pressure Aliowed by Conlract;
Minimum Pressure Required by Contract:

Comments:

MG
MGD
GPH
PSI
PSl




DISTRIBUTION

GLWA

2838
. ) Status WSSN of
?

MainSize  Capaclty ~ Metered (Regu!arlEmergency) Connection
| 16" Active/No 25838
fiile Road 16" Active/No 2838
Pildrim and Woodrow Wilson 12" Emergency - 2838
Qakland and Six Mile Road 8" Emergency 2838
Oakland and Tennyson : 12" Emergency ° 2838
Midland and Josiyn - 8" Emergency 2838
Six Mile Road and Brush 8" Emeargency 2838
Woodward and Six Mile Road 12" ‘Emérgency . 2838
i E 12" Active/No 2838

Are valves aexercised annually?
Flushed?
Comments:
Currently only operating three or four of the available conneclions. Testing system to see what is the best option for connection
location. Will likely stay on the 3-4 connections until summer when another connection may be opened due to demand, 1-25-

2016

2 Distribution Piping i

' Mains by Material i ->-Mains By Size nE SR wNaing by Age
Cast Iron 90% 2" ' ' to . years
Ductile fron 10% 4" to years
PVC 6" 45% to years
Asbesfos-Cement 8" 22% to years
HDPE 10" 1% to years
Galvanized 12" 17% to years
Concrele 16" 4% to years

24" 10% -

30" 1%

Estimated percent of piping with coal tar lining %
Comments:




BISTRIBUTION

SR TR e L YOperational Concerns & Maintenance - T o h s A A g L]
Are there areas where water main breaks are frequent? scatlered locations

If yes, identify locations:

Comments;
3-8 water main breaks per month on average. Approximatly 60 breaks per year 1-25-2015

Are there areas where aesthetic water quality complaints are fraquent? no
if yes, identify locations:

Comments:

Do you receive complaints alleging iliness dus to the water? no
if yes, identify locations:

Comments:

yes

If yes, identify locations:

Comments;
Some complaints from tirme to time. 30-50psi pressure ranges. As long as two 18" meters are open there are good pressures

and flows. A problem in the northwest corner of fown that HP and DWSD are working on resolving. 1-25-2016
What is the procedure to respond to and frack these cornplaints?

Comments: _
Working to identify low pressure areas in conjunction with GLWA (1/2016)

TR iy FEEDIStribUtion System Capacity wvi v
Are there areas where peak flows (including fire flow) cannof be maintained?
If yes, identify localions:

Comments:

Last 1SO repert date? 2009 Rating 4

Proposed distribution system improvements:
Location: .

Estimated Completion Date

Comments:
*2008 (SO report done prior {o switch to GLWA water.




DISTRIBUTION

ydrants e e e T

Freqﬂgﬁéy of Hyd-r.ar-lt mépéctron ‘ yearly
[nspection Staff; Fire Deparlment
Are there areas where additional hydrants are needed? ?

If yes, list locations;

£a ySlaimas: = ma Accurate?
Are hydrants color coded for capagity? no .
Has this information been provided to the fire department? yes

4 1 per year

i flush main/hydrant testing
Is the public netified prior ta flushing? no
Does flushing follow a speciic format? no
Is the volume of water used during fushing estimated? no
Do hydrants receive maintenance painting? 7

2

Is a record maintained of hydrant activities?
Hydrant records should includs: Hydrant number, location of the hydrant type of hydrant, size of barrel, size of boftom
valve, size of lead, direction of turn, operable or inoperable, auxiliary valve type and sizs, weep holes plugged or
unpligged, condition of hydrant (caps, chains, valve cperalion, aperating nut, leakage & efc.), color coded capacity, flow
data (gpm & psi) flushing dates, inspection dates.

Comments:

Approximately 50 missing or inoperable hydrants in the city. Not sure if auxillary valves work on all hydrants, Need te do
citywide inspection of all hydrants and valves. Hoping to get grant funding to hire more staff for this task. Reccomended

Hydrant Flushing program. 1-25-2016

Are there areas where additional valves are needed?
If yes, list locations:

map Accurate?

Primary:
Others:

operating status {open or cfosed) condition of valve (operable or inoperable), d:recﬂon of furn, number of tums and dates

of operalion.
Comments:

CMMS project, Wade Trim will identify all key and non-key valves, Well exercise every key valve annually and nonkey
valves every 4 years. 1-25-2016

e s st o




R O O L VLI B R

2487 aclive accounts,

100
Ownership of Service (CWS/Customer)

Copper estimated 20% From Corp Stop fo Curb Stop City
PVC/PEFPR unknown From Curb Stop to Property Lins Customer
Galvanized unknown From Property Line to Meter Customer

Lead estimated 80% Meter "City
CUSTOMER METERS =~ 718 o u 0700 W e n 7 vy Ty o 005 oy e g D 00 70
Types of melers Used Neptune-Full AMI reading come in thru radio towers to city hall
Number of Meters with Remote Reading Devices
Residential Meter Sizes 5/8-1"

IndustrialfCommercial Meter Sizes 1" and up
Meter Testing/Maintenance Program City currently undergoing changeout (1-25-2016)
Average Age of Meter In System
Criteria for Changeout
Mumber or Percent Changeout per Year .
Master Mefer Locations: Factories
Calibration of Master Meters Not yet, Meter Changeouf in progress
Meter Reading Staff/Contract; Buffa Moncrief/Davon Knight
Paercent of Usage by Customer Type = = T Dot e large Users - % of Use el B

% Residential
% Commercial
% Industrial
% Other.

Comments: _
Records indication over 10,000 service lines in the city with 2487 active account and 2600 inaclive acceunts. Wade Trim going

to each of the 2600 inactive account addresses to verify status. Eventually hope to have GIS system that notes status.

= Qystem Growth =05 S
# of Construction Parmiited Armount
Permits Issued of WM Feet

Q-

Comments:




DISTRIBUTION |

" Water Rates & ov i n0 % sl Gl b L
Whatis ol Hed e 11000gais or $/qtr, $/cuM
Are current rates adeguate to support O&M and CIPS? No
When was last time rates were adjusted? 2015
Has a waler rate study been performed? When? 7
Is there a meter charge or ready to serve charge? ves depends on meter size
Is a copy of the water rate schedule and ordlnance available? 7
Comments; ’

"2 “'Repair Parts Inventory i\

Extra Mains (Sections for Each Size in Service) None
Repair Clamps (2 or more for each size) Nene
Tees, Crosses & Eibows Nane
Hydranis None
Valves Nonha
Services {Corp & Curb Stops, Clamps and Lines) Notie
Other

Comments:

None - Work o waler mains contracted to GP| contracting

P

L, I ris a fety Pro g ra ms L 1__ Ahbo __ e 4 _‘ ks

Confined Space Entry Program None
Trench Safely Program None
Comments:

Work that would require confined space entry and trench safety training is contracted out to CPJ contracting




PROGRAM COMPLIANCE

T. ket 'Cross Connection Programs «/7 35 s iy 7 o AT S T N LT
1153 Ch1044 Date: 12/15/1886__ {Chris Johnnson will send copy)

? Date: 3/27/2009
N
N Date:
N

High Hazard: Low Hazard:

Private Well Isclation/Abandonment Procedure:
Comments: ' -
If city gets disadvantaged city grant, a portion of the money will go to hiring a company to implement cross connection
program. Grant awards o be announced soon, however this fs a relmbursement grant and city must have funds to spend first
and will later be reimbursed. Have the funds upfront is an Issue for the city. 1-25-2018

Date: 2/5(2016

E ments;
No Master Master Meters from GLWA. City unable to report usage. C;ty will have an idea of retail usage, but does not know
how much water foss. There are plans fo place ultrasonic meters in 3 locations to estimate usage.

Timety? NA

’"Eornme-n s
Disccussad upcoming CCR.

e im b % Tm e ttels CPT ot = Sue .
ln iz,

SinvoUf, TTTE

D "Emergency Reponse Plan -
Date of ERF Need update Accepiable? N
Filed whera? i

Comments: :
Discussed need for updated ERP, looked up location of template forms on DEQ website during meeting 1-25-2016




PROGRAM COMPLIANCE
SEETh « BLELL : " ';.."G.eneral Pgan ; ‘ e R . ‘ LR ’"'.

: DRAFT 2008

rited Where? Acceptable?
General Layout
Facility locations & capacities
Water Main Inventory
{dentification of Service Areas

Hydraulic Analysis
Capital Improvement Plan

Comments;
DRAFT Plan dons by Wade Trim in 2008 was nevar finalized. Discussed need to updat accordance with regulation changes

and submit (1-25-2016)

:--=Reliability Study *:
DRAFT 2008

B); o
Filed Where? Accepfable?
Contents: 5 & 20 Year Demand Projections’ :
Saurce Production Totals (Monthly)
Customer Supply Usage (Annual)
Res/Comm/Ind Usage {Annual)
Water Shortage Response Plan
Recommended Improvements
Comments:

DRAFT Plan done by Wade Trim In 2008 was never finalized. Discussed need to update in accordance with regulation changes
and submit (1-25-20186)

L ST T T : \‘Perm]t5‘~
Applias for and obtains permis prier to construction (Y/N):
Reviews plans prior to submittal fo DEG (YIN):

Standard specifications on file at CWS (Y/N):

ol

Date:

212=|</<

If applicable, adheres to contract with supplier regarding plan submittal (Y/N):
Follows master plan for any construction (Y/N):

Davelops as-built plans (Y/N):

Updates general plans (Y/N):

Comments!




MONITORING

I T BT D e

2/5/2016
15 Basis:

Full Chart

DEQ Lab

Date:

Number & Type of Vi

Public Notice fssued according to regulations? {Y/N) Date:

Comments:

a driples NA
If nitrate delect, what is concentration? NA Date;
If nitrite detect, what is concentrati NA Data:

triennial
ey, 5 No
If yes, was public education issued? (Y/N} NA

Date; NA

Next Monitoring Period:

Coirrosion Control Program Status, if applicable
Lead service line replacement status, if applicable
Comments:

June-Sept 2016
| recaiving watar from GLWA
none known

T IARMLTL WL o

I.*Radiological Monitoring &

Date.of Monitoring Schedule

Commants:

Alpha, beta, radium, uranium

NA Date:
Radon NA Date:
Tritivm NA Date:
Detects for Rads > 50% of MCL? (Y/N) NA
Ifyes, list NA Date:




Water Supply; Highland Park

Sanitary Survey of Community Waler Supply - Review Summary

County: Wayne

Evaluator; Islam/Donaldson

WSSN:
Districk:
Datle:

03140
43
3/30/2016

Comment

NIATNOIEV[NOD/R] Rec| Bef | SigDet

ategory

GConstruction- & Malntenance
“'Sfandby Power 1. s
solation
“Source Water Protection -
Capacily

Disinfaction
;Fluonde
Phosphate Addi on
;Softening =
IronfManganese Removal
*Arsenic Remuva]
Pretreatment

“Filtration {gravity or membranes)

Hydranis & Valies
_Ser\nce L|nes '& Metering

Cross Connections
‘Cohstruction & Mairieniance.
Capacily

2 hydraht&valve Ihspéditon and repair-prograin + -

mefter repla replacement, unaccounted waler loss

: Construction & Mamienance
Dontrols e
Capacity

Cuntrols
Capacity

| Bacter]bloglca
‘Chemical: Monitoring 3°

“Consumer Confidence Repart

MOR or Annual Pumpage Report-

Analytical Capabmlles

Owner Responsibility
1Cdpadily Develdpmeri

Reliabilily Study
“Dperations Oversight -
Permlts

|needs update
= improve OIC presence/dVersight

Operator Cerlification
-Fechnical Knowledde & Training

Emergency Response Plan
.Site Security (Fences AIarms

NIA Nol Applicable
Rec - Recommendations Mads

NotEv - Mol Evaluaied
- Def - Deficiencies Idanlified

NoD/R - No Deficiencies/Recommendalions Made
SlgDef - Signiticanl Deliciencles identified




Exhibit B of ACA-399-02-2024

STATE OF MICHIGAN

DEPARTMENT OF el
ENVIRONMENT, GREAT LAKES, AND ENERGY =u L‘
WARREN DISTRICT OFFICE
GRETCHEN WHITMER PHILLIP D. ROOS
GOVERNOR DIRECTOR

December 14, 2023

VIA EMAIL

Damon Garrett PWSID: MI0003140

Metro Consulting Associates LLC County: Wayne

Highland Park Water Department System: City of Highland Park
14110 Woodward Avenue

Highland Park, Michigan 48203
Dear Damon Garrett:

SUBJECT: Administrative Consent Order (ACO) ACO-399-06-2017
Paragraphs 3.2, 3.2(a), 3.2(b), 3.3(a), 3.3(b), 3.4, 3.4(a), 3.5, 3.6, and part
of 3.7 — Submittal Approval

The Michigan Department of Environment, Great Lakes, and Energy (EGLE), Drinking
Water and Environmental Health Division (DWEHD) has received twelve progress
reports from the City of Highland Park (City) between the dates of November 13, 2017,
and March 3, 2022, containing updates on the compliance status and documents
submitted in response to ACO-399-06-2017 (Consent Order). EGLE has reviewed the
information and documentation in the progress reports that pertain to Paragraphs 3.2,
3.2(a), 3.2(b), 3.3(a), 3.3(b), 3.4, 3.4(a), 3.5, 3.6, and part of 3.7, and has approved
them as follows:

1. Paragraph 3.2 states: Within 30 days of the effective date of this ACO, the City
shall initiate a program to locate, exercise, and inspect all valves throughout the
City.

The City satisfied this requirement as documented in Progress Report 1 received
November 13, 2017.

2. Paragraph 3.2(a) states: Within one (1) year of the effective date of this ACO, the
City shall generate a list of all nonworking valves prioritized for repair and ensure
at least 1/3 of all nonworking valves are repaired or replaced in order of priority.
The City must prioritize those repairs that provide the most benefit to protection
of public health.

The City satisfied this requirement as documented in Progress Report 4 received
September 10, 2018.

3. Paragraph 3.2(b) states: Within two (2) years of the effective date of this ACO,
the City shall ensure that all remaining nonworking valves identified on the list
generated in Paragraph 3.2(a) are repaired or replaced.
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The deadline for this paragraph was extended twice, with the final extension
granted to May 31, 2022. The City satisfied this requirement as documented in
Progress Report 12 received March 3, 2022.

4. Paragraph 3.3(a) states: Within nine (9) months of the effective date of this ACO,
the City shall generate a list of all nonworking hydrants prioritized for repair and
ensure that at least 1/3 of all nonworking hydrants are repaired or replaced in
order of priority. The City must prioritize those repairs that provide the most
benefit to the protection of public health. Priority determination must be in
collaboration with the local fire department, documentation of which shall be
submitted to the DEQ, DWMAD Southeast Michigan District Supervisor.

The City satisfied this requirement as documented in Progress Report 1 received
November 13, 2017, and Progress Report 4 received September 10, 2018.

5. Paragraph 3.3(b) states: Within 21 months of the effective date of this ACO, the
City shall ensure that all remaining nonworking hydrants identified on the list
generated in Paragraph 3.3(a) are repaired or replaced.

The City satisfied this requirement as documented in Progress Report 7 received
June 27, 2019.

6. Paragraph 3.4 states: Within 11 months of the effective date of this ACO, the City
shall complete a distribution system leak survey.

The deadline for this paragraph was extended to August 31, 2018. The City
satisfied this requirement as documented in Progress Report 4 received
September 10, 2018, which included the submission of the leak survey report.

7. Paragraph 3.4(a) states: Within one (1) year of the effective date of this ACO,
the City shall generate a list of all water system leaks prioritized for repair and
ensure at least 1/3 of all leaks have been repaired in order of priority. Priority
must be given to those repairs that provide the most benefit to protection of
public health.

The deadline for this paragraph was extended to December 31, 2018. The City
satisfied this requirement as documented in Progress Report 4 received
September 10, 2018, and in Progress Report 5 received January 7, 2019.

8. Paragraph 3.5 states: Within 30 days of the effective date of this ACO, the City
shall submit a written cross-connection program to the DEQ for review and
approval as required by Michigan Administrative Code (MAC) R 325.11404.
Within six (6) months after DEQ approval, the City shall implement the program
by ensuring the required inspections and corrective measures are underway.
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The City submitted a cross-connection program which was approved by EGLE
on September 18, 2017. Documentations was provided in Progress Report 1
received November 13, 2017. An annual cross connection report was received
March 21, 2018, documenting the implementation of the program.

9. Paragraph 3.6 states: Within five (6) months of the effective date of this ACO,
the City shall recruit and employ a full time S-2 certified operator in charge and
have that individual supervise the water distribution system. The City shall also
begin actively overseeing all work done in the distribution system by contractors
using certified distribution system operators.

The City satisfied this requirement as documented in Progress Report 1 received
November 13, 2017, and Progress Report 4 received September 10, 2018.
Additional information and updates were provided in Progress Report 5 received
November 1, 2019, Progress Report 6 received April 1, 2019, Progress Report 9
received July 1, 2020, and Progress Report 10 received January 21, 2021.

10.Paragraph 3.7 states: Within eight (8) months of the effective date of this ACO,
the City shall complete a Reliability Study in accordance with Part 12 of the
SDWA administrative rules, see MAC R 325.11201 et seq., and a General Plan
in accordance with Part 16 of those administrative rules, see MAC R 325.11601
et seq. Applicable Part 16 requirements include creating a Capital Improvement
Plan that identifies water system needs for 5-year and 20-year planning periods
and developing an Asset Management Plan by January 2, 2018. See
MAC R 325.11606.

The deadline for this paragraph was extended to December 31, 2018. A
reliability study, general plan, capital improvement plan, and asset management
plan were received on January 7, 2019, as part of Progress Report 5. The asset
management plan was approved by EGLE on December 4, 2019. Updates to
the reliability study, general plan, capital improvement plan, and asset
management plan were received on January 17, 2020, and January 7, 2021.
Comments related to the reliability study, general plan, and capital improvement
plan will be provided separately.

EGLE appreciates your cooperation to resolve these compliance matters. If you have
questions, please contact me by email at YuskoKotimkoT@Michigan.gov, or by phone
at 586-817-9120.

Sincerely,
Tiffany Yusko-Kotimko, District Engineer

Warren District Office
Drinking Water and Environmental Health Division
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cc: Glenda McDonald, City of Highland Park
Jaron Bradley, Metro Consulting Associates
Andrew Richmond, Metro Consulting Associates
Vicki Garon, P.E., EGLE
Maureen Nelson, EGLE
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STATE OF MICHIGAN
CIRCUIT COURT FOR THE COUNTY OF WAYNE

GREAT LAKES WATER AUTHORITY,
Plaintiff,
V.
CITY OF HIGHLAND PARK, a municipal
corporation,
Defendant.

Case No. 2014-001974-CK
Hon. Edward J. Joseph

DYKEMA GOSSETT PLLC

John F. Rhoades (P75575)

Matthew R. Cassar (P83663)

Attorneys for Great Lakes Water Authority
400 Renaissance Center

Detroit, M1 48243

(313) 568-6848

jrhoades@dykema.com
mcassar@dykema.com

GRIGSBY & ASSOCIATES, INC.
Calvin B. Grigsby (Cal Bar 53655)
Pro Hac Vice

Attorneys for City of Highland Park
2406 Saddleback Drive

Danville CA 94506

(415) 860-6446
cgrigsby@grigsbyinc.com

MORGANROTH & MORGANROTH, PLLC
Jeffrey M. Thomson (P72202)
Co-Counsel for City of Highland Park
344 North Old Woodward, Suite 200
Birmingham, MI 48009

(248) 864-4000
jthomson@morganrothlaw.com

JACOBS AND DIEMER, P.C.
Timothy A. Diemer (P65084)
Eric P. Conn (P64500)
Samantha M. McLeod (P84394)
“Of Counsel on Appeal’ for Highland Park
500 Griswold Street, Suite 2825
Detroit, M1 48226

(313) 965-1900
tad@jacobsdiemer.com
econn@jacobsdiemer.com
smcleod@jacobsdiemer.com

STIPULATED ORDER FOR ENTRY OF A CONSENT JUDGMENT

At a session of said Court, held in the City of Detroit,
County of Wayne, State of Michigan,

ON:

PRESENT: HON.

Edward J. Joseph

CIRCUIT COURT JUDGE

113282.000002 4893-5184-5797.1



This matter comes before the Court upon the stipulation of the parties hereto, as attested
to by the signatures of their respective counsel appearing below; the parties having amicably
reached a settlement agreement; and the Court being otherwise fully advised;

IT IS ORDERED that the settlement agreement between the Great Lakes Water
Authority, the City of Highland Park, and the State of Michigan, attached hereto as Exhibit A,
is hereby entered as a consent judgment (the “Consent Judgment”). This Court retains jurisdiction
to enforce the terms of the Consent Judgment.

SO ORDERED

HON. EDWARD J. JOSEPH

SO STIPULATED:

By: By:
John F. Rhoades (P75575) Calvin B. Grigsby (Cal Bar 53655)
Matthew R. Cassar (P83663) GRIGSBY & ASSOCIATES, INC.
DYKEMA GOSSETT PLLC Attorney for Highland Park
Counsel for GLWA 2406 Saddleback Drive
400 Renaissance Center Danville CA 94506
Detroit, Ml 48243 (415) 860-6446
(313) 568-6848 cgrigsby@grigsbyinc.com
jrhoades@dykema.com

mcassar@dykema.com

By: By:
Mayer Morganroth (P17966) Timothy A. Diemer (P65084)
Jeffrey M. Thomson (P72202) Eric P. Conn (P64500)
MORGANROTH & MORGANROTH, PLLC Samantha M. McLeod (P84394)
Co-Counsel for Highland Park JACOBS AND DIEMER, P.C.
344 North Old Woodward, Suite 200 “Of Counsel on Appeal” for Highland Park
Birmingham, M1 48009 500 Griswold Street, Suite 2825
(248) 864-4000 Detroit, M1 48226
mmorganroth@morganrothlaw.com (313) 965-1900
jthomson@morganrothlaw.com tad@jacobsdiemer.com

econn@jacobsdiemer.com
smcleod@jacobsdiemer.com
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WATER SERVICE CONTRACT
BETWEEN
GREAT LAKES WATER AUTHORITY
AND
CITY OF HIGHLAND PARK

This Water Service Contract (“Contract”) is made between the Great Lakes Water
Authority, a Michigan municipal authority and public body corporate organized pursuant to the
provisions of Act 233, Public Acts of Michigan, 1955, as may be amended from time to time (“Act
233”), with its principal place of business located at 735 Randolph, Detroit, Michigan 48226
(“GLWA”), and the City of Highland Park, a Michigan municipal corporation and constituent
municipality pursuant to the provisions of Act 233, with offices located at 12050 Woodward
Avenue, Highland Park, Michigan 48203 (“Customer”). GLWA and Customer may be referred
to individually as “Party” or collectively as the “Parties.”

Recitals

A. On June 12, 2015, GLWA and the City of Detroit entered into a Regional Water
Supply System Lease (the “Lease”) for the purpose of leasing the System (defined below) to
GLWA for a minimum term of 40 years; and

B. Pursuant to the Lease, all wholesale service functions are conducted by GLWA,
and the System is operated and maintained by GLWA; and

C. Customer seeks to contract for water services with GLWA; and

D. The Parties intend that this Contract be interpreted consistently with the Lease, the
GLWA Articles of Incorporation, the Settlement Agreement, and Michigan state law including
without limitation the provisions of Act 233, as each may be amended from time to time; and

E. The Parties agree that this Contract shall be subject to the terms and conditions of
the Settlement Agreement; and

F. GLWA has established a Water Residential Assistance Program (“WRAP) funded
annually in an amount equal to .5% of the base budgeted operating revenues; and

G. Customer shall be eligible to participate in GLWA’s WRAP consistent with the
terms of the WRAP as may be amended from time to time; and

H. GLWA intends to maintain a voluntary, collaborative partnering effort with its
wholesale water customers and the City of Detroit, of which the One Water Partnership is a central
part, which is intended to assist GLWA in data gathering, alternative evaluations and
recommendations, achieving full disclosure of charges, identifying true cost of service principles
to guide revenue collection, and to provide assistance with a cohesive planning effort for GLWA’s
water service area.

Accordingly, the Parties agree as follows:



1.01

Article 1.
Definitions

Definitions. The following words and expressions, or pronouns used in their stead, shall be
construed as follows:

“Adjusted Prevailing Water Charge” shall have the meaning ascribed in Article 3 herein.

“Allocation Flow Rate” shall mean the value that is established as a result of a breach of
Section 5.03 herein and which value shall replace the contractual Maximum Flow Rate in
the charge calculation process in the event that Section 5.04(C) herein is applied by
GLWA.

“Annual Volume” shall mean the actual volume of water used by Customer for the period
of July 1% to June 30" as measured on bills issued from August 1° through July 31°',

“Board” shall mean GLWA Board of Directors.

“Contract” shall mean each of the various provisions and parts of this document, including
all attached exhibits and any amendments thereto, as may be executed and approved by
Customer’s governing body and the Board.

“Contract Term” shall have the meaning ascribed in Article 2 herein.
“Customer” shall mean the City of Highland Park, Michigan.

“Customer Maximum Day Demand” shall mean the Customer’s recorded water usage on
GLWA Maximum Day. Customer Maximum Day Demand shall, in conjunction with
Customer Peak Hour Demand, be a component of its Maximum Flow Rate.

“Customer Peak Hour Demand” shall mean the Customer’s recorded water usage during
GLWA Peak Hour. Customer Peak Hour Demand, in conjunction with Customer
Maximum Day Demand, shall be a component of its Maximum Flow Rate.

“Early Termination Costs” shall have the meaning ascribed in Article 3 herein.

“EGLE” shall mean the State of Michigan Department of Environment, Great Lakes, and
Energy.

“Filling Schedule” shall have the meaning ascribed in Article 22 herein.

“GLWA?” shall mean the Great Lakes Water Authority, a Michigan municipal authority
and public body corporate organized pursuant to the provisions of Act 233, governed by
its Board of Directors and its day-to-day operations conducted by its Chief Executive
Officer.

“GLWA Maximum Day” shall mean the maximum reported water production day for the
System during any twenty-four-hour period as measured from 12:00 a.m. Eastern Standard
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Time in any given calendar year, as determined by GLWA in reviewing water production
and storage reports.

“GLWA Peak Hour” shall mean the hour during GLWA Maximum Day in which the most
water is delivered to the System, measured from top-of-the-hour to top-of-the-hour (e.g.,
7:00 AM to 8:00 AM), and as determined by GLWA in reviewing water production and
pumping reports. In calculating GLWA Peak Hour, the time period from 11:00 PM to 5:00
AM Eastern Standard Time (EST) shall not be considered provided, however, that if
Customer has an approved Filling Schedule, the time period specified in the Filling
Schedule shall supersede the time period of 11:00 PM to 5:00 AM EST.

“Maximum Flow Rate” shall mean the aggregate amount of water usage that Customer
commits not to exceed, as determined by the Customer Maximum Day Demand and the
Customer Peak Hour Demand, collectively.

“Meter Facilities” shall mean a location in which a GLWA water master meter is housed
including, without limitation, meter pits and meter vaults.

“Minimum Annual Volume” shall mean fifty percent of Customer’s Projected Annual
Volume.

“Notices” or “Notice” shall mean the notices, consents, approvals, requests, and other
communications required to be given under the terms of this Contract.

“One Water Partnership” shall mean the voluntary, advisory organization consisting of
representatives of GLWA, representatives of the City of Detroit Water and Sewerage
Department, and wholesale water and wastewater customers of GLWA and their respective
representatives and shall include its successor or replacement if altered or discontinued.
The One Water Partnership or its successor shall remain in existence for a minimum term
of January 1, 2008 until December 31, 2038 unless the organization determines otherwise.

“Pressure Problem” shall have the meaning ascribed in Article 5 herein.
“Pressure Range” shall have the meaning ascribed in Article 5 herein.

“Projected Annual Volume” shall mean the projected annual water sales to Customer as
set forth in Exhibit B.

“Service Area” shall mean the mutually agreed upon area where Customer is permitted to
distribute water received from GLWA under the terms of this Contract which (a) may be
entirely within the corporate limits of Customer or may exceed the corporate limits of
Customer and (b) which may or may not include the entire geographical area within the
Customer’s corporate limits.

“Settlement Agreement” shall mean the Settlement Agreement and Mutual Release by and
between the SOM, Customer, and GLWA, approved and executed contemporaneously
with this Contract, which incorporates the provisions of the mediation term sheet dated



2.01

2.02

2.03

October 18, 2023, the Trust Agreement, and other documents referenced by the Settlement
Agreement.

“SOM” shall mean the State of Michigan.

“System” shall mean the public water works system owned by the City of Detroit and
leased, operated, and maintained by GLWA and any improvements, additions and/or
changes to the System made by GLWA on or after January 1, 2016, which shall be owned,
operated, and maintained by GLWA. The System does not include any City of Detroit local
assets not leased to GLWA. Customer shall not have an ownership interest in the System.

“Trust Agreement” shall mean the trust agreement approved and executed by the Parties
contemporaneously with this Contract and attached as Exhibit C.

“Trustee” shall mean the trustee of the trust described in Article 12 and in the Trust
Agreement attached as Exhibit C.

“Water Distribution Points” shall have the meaning ascribed in Article 4 herein.

Article 2.
Contract Term

Term. GLWA shall sell and supply water to Customer from the System in accordance with
the terms of this Contract for a period of thirty years from the effective date of this Contract
and any ten-year renewal terms (collectively the “Contract Term”), subject to Article 3
herein. The effective date of this Contract shall be January 1,2014. This Contract replaces
and supersedes any prior water service contracts between the Parties and any prior water
service contracts between the City of Detroit and Customer.

Renewal. This Contract shall automatically renew at the conclusion of the thirty-year term
for an additional ten-year term, unless a Party provides written notification to the other
Party in accordance with Article 16 on or before December 31, 2039, which is the
conclusion of the twenty-fifth year of the thirty-year term, stating its intent not to renew
this Contract. Thereafter, this Contract shall automatically renew every ten years for an
additional ten-year term, unless a Party provides written notification to the other Party in
accordance with Article 16 on or before the conclusion of the fifth year of the then current
ten-year term stating its intent not to renew this Contract. The automatic renewals of this
Contract shall not preclude a review of its terms and the Parties are encouraged to reaffirm
or amend its terms as necessary. The Parties may, in writing, mutually agree upon a longer
renewal term.

Notification of Renewal. GLWA shall notify Customer of its first Contract renewal option
during the twenty-fifth year of the thirty-year term; provided, however, that GLWA’s
failure to so notify Customer shall not obviate Customer’s obligations as set forth in
Section 2.02.




3.01

3.02

3.03

3.04

3.05

4.01

Article 3.
Early Termination Costs

Early Termination Costs. In addition to any other remedies provided for by law or by the
terms of this Contract, Customer shall be liable to GLWA for the payment of any costs
incurred by GLWA related to providing water to Customer in the event Customer
terminates this Contract before the conclusion of a Contract Term (“Early Termination
Costs”), unless Customer terminates this Contract for cause in accordance with Article 10;
provided, however, that payment of such Early Termination Costs by Customer shall not
entitle Customer to receive water service from GLWA.

Calculation of Costs. Payment of Early Termination Costs will be calculated by applying
the Adjusted Prevailing Water Charge to the Minimum Annual Volume requirements for
the remainder of the Contract Term. The Adjusted Prevailing Water Charge shall be the
charge assessed by GLWA to Customer as of Customer’s effective termination date,
adjusted annually to reflect projected inflationary increases utilizing a locally based
wholesale price index. The Parties may agree upon another standardized price index. The
Board may seek a recommendation from the One Water Partnership on the amount of the
Early Termination Costs.

Specifically Constructed Facilities. If GLWA has constructed or the City of Detroit
previously constructed facilities specifically for the benefit of Customer, additional costs
may be included in the calculation of the Early Termination Costs, provided that any such
facilities shall be identified in a written agreement between GLWA and Customer at or
near the time of construction. If any facilities have been constructed specifically for the
benefit of Customer such facilities shall be indicated on Exhibit A.

Formation of Water Authority. Customer may join with another authority, city, township,
village, or other municipal corporation recognized by the SOM to form a water authority
for the sole purpose of collectively contracting for water service from GLWA. The
exercise of this right shall not be construed as an early termination of this Contract and this
Contract shall be voided upon the approval of a new water service contract by Customer’s
governing body and the Board.

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

Article 4.
Service Area

Delivery Location. Water shall be delivered by GLWA to Customer at the location(s)
identified in Exhibit A (collectively, the “Water Distribution Points”) and at other locations
as may be mutually agreed upon in writing by GLWA and Customer.




4.02

4.03

4.04

A. Construction of Permanent Meters. Customer’s consultant, Metro Consulting
Associates (“MCA”) or its SOM-approved successor, shall consult with GLWA in
preparing Customer’s metering proposal prior to submitting the proposal to EGLE
regarding the number and placement of water master meters. Customer shall obtain
written approval of its metering proposal from EGLE before the installation of the
meters. The meters shall be installed subject to GLWA’s specifications at all open
points of connection between GLWA and Customer. Unless otherwise agreed by
the Parties, the meters shall be installed within one (1) year of the effective date of
the Settlement Agreement, and Customer shall provide full access to the meter
locations to ensure timely completion of the work. Upon completion of the meter
installation work and acceptance of the meters by GLWA, ownership, operation,
and maintenance of the meters shall be transferred by Customer to GLWA at no
cost to GLWA. After the transfer of ownership to GLWA, the meters shall become
GLWA Meter Facilities.

Limit of Responsibility. GLWA shall have no responsibility for distributing, operating,
repairing, replacing, and maintaining any portions of the Customer’s water supply system
downstream of the Water Distribution Points shown in Exhibit A, provided, however, that
this Section 4.02 does not prevent the application of the provisions of Section 11.02 herein.

GLWA Responsibility. GLWA has a license to utilize the City of Detroit’s local system
upstream from Customer’s Water Distribution Points and the City of Detroit is responsible
for operating and maintaining its local system. GLWA is responsible for operating and
maintaining all parts of the System. Should GLWA fail to maintain the Meter Facilities
and/or any GLWA owned or leased equipment within the Meter Facilities, Customer shall
provide written Notice to GLWA which describes the objectionable condition of the Meter
Facility and/or the equipment within, and its intent to take reasonable steps to maintain the
condition and charge the reasonable cost of doing so to GLWA. Upon receipt of the Notice
and subject to Section 11.01, GLWA shall have thirty calendar days to repair the condition
specified in the Notice, unless a force majeure event prevents the repair within the thirty-
day period. If GLWA has not repaired the condition at the conclusion of the thirty-day
period and has not provided a written explanation to Customer explaining the reason for
the delay (e.g., necessary parts are on order or occurrence of a force majeure event specified
in Section 11.01), then Customer may take reasonable steps to maintain the specified
condition and charge the reasonable cost of doing so to GLWA.

A. With reasonable prior written Notice to GLWA, and occurring not more than once
per calendar year, Customer may, at its own expense, have an expert acceptable to
GLWA inspect and verify the accuracy of any GLWA water meter serving
Customer.

Extension of Service Area. Customer’s distribution of water supplied by GLWA shall be
limited to the Service Area stated in Exhibit A. The Parties agree that situations may arise
in which Customer desires to extend its Service Area, either temporarily or permanently,
beyond its corporate limits. Should such a situation arise, Customer shall provide written
Notice to GLWA explaining the nature, duration, and extent of the requested Service Area
extension. GLWA shall have the option, which it may exercise at any time, of requiring a
written amendment to this Contract to accommodate the change in Service Area. Should
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4.05

4.06

4.07

5.01

5.02

GLWA determine that an immediate amendment is required, the Parties shall, within thirty
calendar days of Customer’s request, meet to negotiate mutually agreeable terms for the
extension of the Service Area. GLWA shall not unreasonably deny a request to extend the
Service Area.

Change or Addition of Water Distribution Points. Water Distribution Points described in
Exhibit A may be added to or changed only by the express written agreement of GLWA
and Customer and shall be embodied in a written amendment to this Contract.

Sole Supplier. Except as provided in Article 17 herein, GLWA shall be the sole supplier
of public potable water to Customer’s Service Area.

Customer Local Operations. Customer shall continue to retain MCA to operate its local
water operations, which includes all billing, collections, maintenance, and improvements.
If for any reason MCA ceases to be Customer’s operator, then subject to approval by the
SOM, Customer shall retain another entity to conduct its local water operations.

Article 5.
Pressure; Maximum Flow Rate; Minimum Annual Volume

Pressure Range. The Parties agree that (i) Customer’s consultant (MCA or its SOM-
approved successor) shall consult with GLWA in preparing Customer’s metering proposal
prior to submitting the proposal to EGLE regarding the number and placement of water
master meters, (ii) EGLE shall approve in writing Customer’s metering proposal before the
installation of meters, and (ii1) water master meters will be installed subject to GLWA’s
specifications. If Customer does not consult with GLWA in preparing Customer’s metering
proposal as submitted to EGLE, or EGLE does not approve Customer’s metering proposal
before the installation of meters, or Customer fails to install meters subject to GLWA’s
specifications, including the number and location of meters, then GLWA shall have no
obligation to adhere to the terms and conditions of this Section 5.01. Otherwise, the terms
of this Section 5.01 shall apply as set forth below. Subject to the foregoing, GLWA shall
use its best efforts to deliver water at the Water Distribution Points at a pressure range
(“Pressure Range”) adequate to meet the reasonable requirements of Customer. For
purposes of evaluating this effort, water pressure shall be determined by reviewing the
average hourly pressure measured from top-of-the-hour to top-of-the-hour (e.g., 7:00 AM
to 8:00 AM). The Pressure Range to be provided by GLWA to Customer’s Water
Distribution Points is specified in Exhibit B. The location at which the water pressure will
be measured shall be specified in Exhibit A and identified as point “P”. A Pressure Range
will not be established for water meters that are not located on a GLWA transmission main,
or which are located on a GLWA transmission main and are downstream of and subject to
the flow demands of a water meter for another GLWA customer.

Remedy for Non-Compliance with Pressure Range. Subject to the terms and conditions of
Section 5.01, if the water pressure at Customer’s Water Distribution Points is above or
below the Pressure Range, at Customer’s request the Parties shall meet within thirty
calendar days to discuss the reasons for the non-compliance and, if agreed necessary,
develop, and implement a mutually agreeable written corrective action plan within sixty




5.03

calendar days of the meeting, or as otherwise agreed. The corrective action plan shall
include a timetable for resolution of the non-compliance issue(s).

A. If it is determined that another customer’s exceedance of the rates of flow
established by that customer’s Maximum Flow Rate caused or contributed to
GLWA'’s inability to meet its Pressure Range agreement with Customer, then the
corrective action plan shall provide for the resolution of the issue.

B. If Customer is exceeding the rates of flow established by its Maximum Flow Rate
on a day other than GLWA Maximum Day at the time Customer experiences a
variation from the Pressure Range, then GLWA shall be relieved from its obligation
to provide water to Customer within the Pressure Range for that period of time
during which Customer is exceeding the rates of flow established by its Maximum
Flow Rate.

Maximum Flow Rate. Customer’s Maximum Flow Rate is specified in Exhibit B.
Customer shall not exceed the Maximum Flow Rate specified in Exhibit B, as measured in
million gallons on GLWA Maximum Day and during GLWA Peak Hour.

A. GLWA shall notify all customers in writing on or before October 1 of each calendar
year if Customer or any other wholesale customer is alleged to have exceeded its
Maximum Flow Rate in a given calendar year. The Notice shall state the day and/or
hour that Customer or any other wholesale water customer is alleged to have
exceeded its Maximum Flow Rate.

B. If Customer is alleged to be in breach of its obligations under this Section 5.03, the
Parties shall endeavor to meet before November 1 of the current calendar year, or
as soon as practicable, for the purposes of validating the breach, reviewing, and
analyzing the causes, and to negotiate a possible remedy pursuant to Sections 5.04
and 5.05 herein.

C. The One Water Partnership’s Analytical Work Group, or its successor shall review
any alleged breach of this Section 5.03.

1. The Analytical Work Group shall meet once, at a minimum, on or before
November 1 of each calendar year to review the alleged breaches, if any,
and may thereafter schedule subsequent meetings as necessary to conclude
its review.

il. GLWA will seek a recommendation from the Analytical Work Group on
(1) an Allocation Flow Rate, if any, and/or (2) concurrence with the remedy
tentatively negotiated between Customer and GLWA, if any.  Customer
and GLWA shall have the right to present any information related to the
alleged breach a Party deems necessary to the deliberations.

1. Any recommendation submitted by the Analytical Work Group shall be
received by GLWA on or before December 1 of each calendar year.
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5.04

Remedy for Non-Compliance with Maximum Flow Rate. GLWA has no obligation to

supply to Customer more than the Maximum Flow Rate. If Customer exceeds its
Maximum Flow Rate on GLWA Maximum Day or during GLWA Peak Hour, GLWA and
Customer may, as needed, take one or more of the following actions set forth in this Section
5.04. The applicability of any particular action shall be evaluated by GLWA on a case-by-
case basis.

A.

GLWA may require that Customer take all reasonable steps to reduce its
consumption to the Maximum Flow Rate. Such steps may include water
conservation measures, outdoor water use restrictions, water loss studies and
remediation, and an internal system operation evaluation.

The Parties may meet to negotiate a new Maximum Flow Rate. If so negotiated,
Customer shall pay the charge associated with the new Maximum Flow Rate in the
subsequent fiscal year.

For charge-making and cost allocation purposes only, GLWA may recalculate
Customer’s charge for the current and/or subsequent fiscal years utilizing a revised
cost allocation formula as follows:

1. GLWA shall, as set forth below, establish an Allocation Flow Rate to
replace the contractual Maximum Flow Rate in the charge calculation
process.

il. The Allocation Flow Rate shall be applied from no earlier than the first

exceedance date forward.

1. The Allocation Flow Rate will be at least equal to the flow rate
demonstrated by Customer on GLWA Maximum Day and may be higher
than the actual flow rate demonstrated by Customer.

v. Pursuant to Section 5.03(C), if GLWA receives a recommendation on the
Allocation Flow Rate to be applied from the Analytical Work Group and
the recommendation is higher than twice the amount by which the
demonstrated flow rate exceeded the original Maximum Flow Rate, then
GLWA shall be limited to establishing an Allocation Flow Rate that is at
least equal to the flow rate demonstrated by Customer on GLWA Maximum
Day and no higher than the recommendation provided by the Analytical
Work Group.

V. If no recommendation on the Allocation Flow Rate to be applied is received
by GLWA, or if GLWA receives a recommendation and the
recommendation is less than twice the amount by which the demonstrated
flow rate exceeded the original Maximum Flow Rate, then GLWA shall be
limited to establishing an Allocation Flow Rate that is at least equal to the
flow rate demonstrated by Customer on GLWA Maximum Day and no
higher than twice the amount by which the demonstrated flow rate exceeded
the original Maximum Flow Rate.
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5.05

5.06

5.07

vi. The Allocation Flow Rate will continue to be applied to each subsequent
year’s charge calculation process until the Maximum Flow Rate is
renegotiated.

vii.  Ifa charge has been approved for the subsequent fiscal year (July 15 to June
30") but the charge has not yet been applied, GLWA may modify
Customer’s charge for that subsequent fiscal year to account for an
exceedance of its Maximum Flow Rate.

viii.  If GLWA and/or the City of Detroit has built capital facilities based upon
Customer’s negotiated Maximum Flow Rate and Customer consistently
exceeds its Maximum Flow Rate, then GLWA may re-calculate the amount
of Customer’s percentage of the capital cost of such facilities.

Procedure for Non-Compliance with Maximum Flow Rate. In addition to the remedies
specified in Section 5.04, if Customer has failed in its obligations under Section 5.03, the
Parties shall meet to discuss the reasons for the non-compliance and if agreed necessary,
develop a mutually agreeable written corrective action plan by December 31 of the year in
which the non-compliance occurred, or as otherwise agreed. Any corrective action plan
required under this Section 5.05 shall include a timetable for resolution of the non-
compliance issue(s).

A. If the Parties determine that a corrective action plan is not required and an incident
of non-compliance occurs in the subsequent calendar year, the Parties shall meet to
develop a mutually agreeable written corrective action plan by December 31 of the
year in which the non-compliance occurred, or as otherwise agreed.

B. In the event the reason for Customer’s non-compliance under Section 5.03 is due
to a Customer water main break, fire or meter calibration performed by GLWA,
these events will be taken into consideration in determining (1) whether a corrective
action plan is warranted and (2) the extent to which, if any, the steps specified in
Section 5.04 should apply.

[Removed and Intentionally Left Blank]

Periodic Review and Reopener. For Customer and System planning purposes and,
regarding the Minimum Annual Volume, enforcement of the provisions of Article 3,
Maximum Flow Rates, Pressure Ranges, Projected Annual Volumes, and Minimum
Annual Volumes (collectively, “Values”) shall be established by mutual agreement for the
Contract Term. The Parties shall annually review the Values in calendar years 2024, 2025,
2026, 2027 and 2028. For calendar years 2024 and 2025, Exhibit B, Table 2 shall be
modified in accordance with the best available technical data provided by Customer and
confirmed by GLWA. For calendar years 2026-2028, Exhibit B, Table 2 shall be modified
using metered data. The Values based on calendar year 2028 data shall remain in place
through calendar year 2030. If on October 1, 2024 it appears that all meters will not be
installed by January 1, 2025, the Parties shall meet to determine how the delay shall be
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5.08

treated for purposes of the Parties’ compliance with the terms and conditions of this
Contract, including this Section 5.07. If the Parties are unable to agree on a solution within
30 days, the matter shall proceed to arbitration in accordance with Section 9.03. Starting
with calendar year 2030, the Parties shall always use the metered data to review the Values
in calendar year 2030 and every four years thereafter for the Contract Term and any
renewal terms (each review year under this Section 5.07 a “Reopener Year”, and
collectively the Reopener Years comprising the “Reopener Schedule”). The Values shall
be contractually binding between each Reopener Year. If the Parties do not negotiate
Values according to the Reopener Schedule, then the Values established for planning
purposes (as shown in italicized type in Exhibit B) shall become contractually binding until
the next Reopener Year.

Remedy for Excessive Rate(s) of Flow Causing Pressure Problem(s). Customer
acknowledges that Customer’s rates of flow may cause and/or contribute to GLWA’s
inability to meet its Pressure Range agreements with Customer and/or GLWA’s other
customers (hereinafter, “Pressure Problem”). GLWA may review or monitor Customer’s
daily rates of flow if a Pressure Problem occurs and GLWA’s Pressure Range agreement
with Customer and/or another customer of GLWA is alleged to have been breached. The
approximate rate of flow by individual meter location used to establish the Pressure Range
and Maximum Flow Rate is specified in Exhibit B. If a Pressure Problem occurs, the
Parties shall meet to discuss the reasons for the Pressure Problem and develop and
implement a mutually agreeable written corrective action plan within sixty calendar days
of the Pressure Problem, or as otherwise agreed. The corrective action plan may require
one or both of the following steps:

A. GLWA may require that Customer take all reasonable steps to reduce its
consumption to the rate of flow established by the Maximum Flow Rate. Such
steps may include water conservation measures, outdoor water use restrictions,
water loss studies and remediation, and an internal system operation evaluation. In
addition, GLWA may require that Customer adjust its rate of flow at individual
meters, including the establishment of a not-to-exceed flow rate for individual
meters.

B. The Parties may meet to negotiate a new Maximum Flow Rate. If so negotiated,
Customer shall pay the charge associated with the new Maximum Flow Rate in the
subsequent fiscal year.

If the Parties determine that a corrective action plan is not required and a subsequent
Pressure Problem occurs, the Parties shall meet to develop and implement a mutually
agreeable written corrective action plan within sixty calendar days of the subsequent
Pressure Problem, or as otherwise agreed. Any corrective action plan required under this
Section 5.08 shall include a timetable for resolution of the Pressure Problem. In the event
the reason for the Pressure Problem is due to a Customer water main break, fire or meter
calibration performed by GLWA, these events will be taken into consideration in
determining (1) whether a corrective action plan is warranted and (2) the extent to which,
if any, the steps specified above in this Section 5.08 should apply.
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5.09

5.10

6.01

6.02

6.03

6.04

6.05

GLWA Costs for Corrective Action Plan. If at any time GLWA is required under the terms
of this Article 5 to develop and implement a corrective action plan and the plan involves
incurring capital costs, GLWA will determine whether the costs will be charged as a
System cost or whether the cost will be borne by a specific customer or customers. If
GLWA determines that all or part of the costs should be borne by a specific customer or
customers, GLWA will seek a recommendation from the One Water Partnership on the
assessment of the costs.

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

Article 6.
One Water Partnership

Establishment. The One Water Partnership is a voluntary, advisory organization that exists
to facilitate a cooperative working partnership between GLWA and its wholesale water
customers by facilitating the development of recommendations regarding System planning
and supply to GLWA management and the Board. The One Water Partnership shall
maintain bylaws that govern the way it conducts its business. In the event of a conflict
between the terms of the bylaws adopted by the One Water Partnership and the terms of
this Contract, the terms of this Contract shall control.

General Responsibilities. The One Water Partnership shall periodically review and
evaluate the charges, charge methodology, and performance of the System. The One Water
Partnership shall review and evaluate flow rates, pressures, and Annual Volumes for the
System at a minimum of every five years to assist GLWA in the System planning effort.
The One Water Partnership shall have the opportunity each year to review the Capital
Improvement Program as prepared by GLWA, prior to its adoption by GLWA. The One
Water Partnership may consider Customer proposals for improving the operation of
Customer’s water system and/or the System. GLWA will supply the One Water
Partnership with information GLWA deems reasonably necessary to accomplish the
general responsibilities defined in this Section 6.02.

Annual Report by GLWA. GLWA will present an annual report to the One Water
Partnership which shall consist of (1) all instances of non-compliance with the Parties’
obligations contained in Article 5 herein, including Customer and GLWA responses
thereto; and (2) a general report on System operation and maintenance.

Notification of Charges. GLWA shall provide Customer and the One Water Partnership
with notice of the proposed charges for each fiscal year as early as possible before the
implementation of the charges.

Disclosure of Charge Information by GLWA. Each year, GLWA will disclose to Customer
and the One Water Partnership information related to wholesale charges.
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6.06

6.07

7.01

7.02

7.03

7.04

Disclosure of Retail Rate Information by Customer. Each year, Customer will disclose to
its customers information related to its retail rates and other charges, and information
regarding what portion of those costs is related to charges from GLWA and/or other major
service providers.

Work Groups. The One Water Partnership may create work groups to address specific
issues facing the System. The work groups in existence as of January 2016, are the
Analytical Work Group, the Asset Management and CIP Work Group, the Best Practices
Work Group, the Charges Work Group, and the Public Education Work Group. Any
reference to a particular work group in this Contract shall include its successor or
replacement if altered or discontinued.

Article 7.
Charges

Charges. Customer agrees to pay for all water supplied by GLWA at such charges as
GLWA may establish. Charges shall be reasonable in relation to the costs incurred by
GLWA for the supply of water and shall conform to Public Act 34 of 1917, Michigan
Compiled Laws, Sec. 123.141, et seq., as amended. GLWA shall give written Notice of
any changes in the charges. Notice shall be made in accordance with Section Se of Public
Act 279 of 1909, Michigan Compiled Laws, Sec. 117.5e, as amended, (“Act 279”).

Notification of Charges. As soon as possible in the charge-making process, GLWA shall
provide information on proposed charges and the draft data and information used in the
calculation of proposed charges in a format that will enable Customer to assist in the
charge-making process. Not less than thirty calendar days prior to the hearing required by
Act 279, GLWA shall provide Customer with written Notice of a proposed charge and the
underlying data used to calculate the charges. GLWA shall meet with Customer to review
the charges and the data.

Estimate of Usage. In the event meters fail to correctly measure the quantity of water
supplied to Customer for any period of time, GLWA shall provide a reasonable estimate
of the quantity of water supplied to Customer for such period provided that there is a
reasonable basis for the estimate. Customer and GLWA shall, either through their
respective technical representatives and/or the One Water Partnership, seek agreement
upon a method to estimate such quantities. In the event the Parties are unable to agree upon
a method to estimate such quantities, the Parties shall proceed under Articles 9 and 12.

Charge Methodology. GLWA agrees to provide to Customer an updated description of the
methodology for charge-making utilizing the most recent cost of service studies as may be
updated by GLWA in its sole discretion from time to time, and as may be modified and
approved by the Board. The charge methodology documents referred to in this paragraph
and any updates thereto shall be provided to Customer via posting on the GLWA website.

A. Once Customer’s water master meters are installed, Customer shall be treated as
part of the master metered customer class for GLWA charge making purposes.
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8.01

8.02

8.03

8.04

8.05

B. Once twelve (12) months of quality metering data is available to project estimated
annual water demands, GLWA charges to Customer shall be based on that data and
future data in accordance with the water contract negotiation protocol used by
GLWA with all of its other wholesale water customers. Until such data is available
and to the extent specified in this Section (C), GLWA shall adjust its fiscal year
2023-2024 water charges to Customer effective January 1, 2024, and shall establish
its fiscal year 2024-2025 water charges to Customer based on reductions in
Customer’s usage volume due to documented repairs of leaks, up to 25% of
Customer’s current water usage.

Article 8.
Meters and Meter Facilities

Metering Requirement. All water furnished by GLWA to Customer shall be measured by
water meters installed in Meter Facilities at Customer’s Water Distribution Points unless,
in GLWA'’s determination, it is not feasible to install water meters due to the configuration
of Customer’s water system; provided however, that this Section 8.01 is subject to the
terms of Exhibit A.

Existing Distribution Points. Except as provided in Section 8.04, as of January 1, 2016,
GLWA shall own or lease, and operate and maintain all water meters and Meter Facilities
for all existing Water Distribution Points, unless specifically indicated otherwise in Exhibit
A.

Customer Maintenance Responsibilities. Customer shall be responsible for maintaining at
its Water Distribution Points any and all appurtenances as may be designated as Customer’s
responsibility in Exhibit A. Should Customer fail to maintain the appurtenances shown in
Exhibit A, GLWA may take reasonable steps to maintain the appurtenances and charge the
reasonable cost of doing so to Customer. Prior to GLWA taking action to maintain the
appurtenances, GLWA shall give Customer thirty days written Notice to complete the
required maintenance. Notice to the Customer shall not be required if, in GLWA’s
determination, there exists an emergency condition affecting the operation of the System
or if the health, safety and welfare of the general public may be jeopardized.

New Distribution Points. For any new Water Distribution Points that may be constructed
or installed on or after January 1, 2016, Customer shall furnish at Customer’s expense or
as otherwise set forth in the Settlement Agreement, a water meter and Meter Facility that
meets GLWA’s specifications. Thereafter, GLWA shall furnish any replacement water
meters for new Water Distribution Points and the expense shall be recovered through
GLWA'’s charges as a System cost. As provided in this paragraph, GLWA shall own,
operate, and maintain all water meters and Meter Facilities after construction, installation,
or replacement, unless specifically indicated otherwise in Exhibit A.

Meter Repair and Replacement. If GLWA initiates a meter repair or meter replacement,
the cost shall be recovered through GLWA’s charges as a System cost. If Customer
requests a meter replacement for reasons other than malfunction or disrepair, Customer
shall pay the cost of the replacement.
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8.06

8.07

9.01

9.02

9.03

Pressure Regulating Facilities. After the effective date of this Contract, all newly installed
Customer-owned pressure regulating facilities shall be installed in a facility that is separate
from GLWA’s Meter Facility.

Access to WAMR. Customer shall at all times have access to the same GLWA wholesale
automated meter reading (“WAMR”) system platform and associated data as all other
customers of GLWA.

Article 9.
Dispute Resolution

General. Any and all disputes alleging a breach of this Contract shall be resolved as set
forth in this Article 9.

Disputes; Resolution.

A. The Parties shall each designate in writing to the other from time to time a
representative who shall be authorized to resolve any dispute relating to the subject
matter of this Contract in an equitable manner and, unless otherwise expressly provided
herein, to exercise the authority of such Party to make decisions by mutual agreement.

B. The Parties each agree (i) to attempt to resolve all disputes arising hereunder promptly,
equitably and in a good faith manner and (ii) to provide each other with copies of or
reasonable access during normal business hours to any and all non-privileged written
records, information, and data pertaining to any such dispute.

C. If any dispute arising under this Contract is not resolved between the Parties pursuant
to this Section 9.02 within 30 days of the date on which a Party provides written Notice
to the other Party of such dispute and of the notifying Party's position on the disputed
matter, then upon written notification by either Party to the other Party, such dispute
shall be settled exclusively and finally by binding expedited arbitration in accordance
with Section 9.03.

D. During the pendency of any dispute and until such dispute is resolved, the Parties shall
continue to operate under the terms of this Contract.

E. Any dispute regarding amounts owed by Customer, Customer’s billings, or related
charges shall be subject to the terms and conditions of Article 12.

Mandatory, Expedited Arbitration.

A. Any dispute arising under this Contract that cannot be resolved between the Parties
shall be submitted to binding expedited arbitration irrespective of either the magnitude
thereof or the amount in dispute. The Wayne County Circuit Court shall retain
jurisdiction to enforce the terms of the Settlement Agreement, which will be entered by
the court as a consent judgment. Disputes arising under the Trust Agreement shall be
resolved by the Wayne County Circuit Court and are excluded from the application of
this Article 9.03 unless (i) all Payments (as defined in Article I of the Trust Agreement)
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9.04

are received by the Trustee in accordance with the Trust Agreement, and (ii) any
disputed amounts are retained in the trust in accordance with the process and notice
requirements described in Section 12.03.

. Each arbitration between the Parties shall be conducted pursuant to the Uniform

Arbitration Act, Act No. 371, Public Acts of Michigan, 2012 (“Act 3717).

. Unless otherwise agreed by the Parties, the arbitration shall be conducted before a panel

composed of three arbitrators (the “Arbitration Panel”). Each Party shall appoint an
arbitrator, obtain its appointee's acceptance of such appointment, and deliver written
notification of such appointment and acceptance to the other Party within 15 days after
delivery of a Notice of arbitration. The two arbitrators appointed by the Parties shall
jointly appoint the third (who shall be the chairperson), obtain the acceptance of such
appointment, and deliver written notification of such appointment within 15 days after
their appointment and acceptance. The chairperson shall have demonstrated expertise
in the field of utility operations and/or ratemaking.

. Any arbitration commenced hereunder shall be completed within 90 days after the

appointment of the Arbitration Panel absent agreement of the Parties to the contrary.
Further, absent agreement of the Parties or, upon request of one of the Parties and an
order from the Arbitration Panel to the contrary: (i) all discovery shall be completed
within 45 days after the appointment of the Arbitration Panel; (ii) each Party shall be
limited to a maximum of 5 depositions; (iii) each deposition shall be completed within
a maximum period of one day of four hours; (iv) each Party shall be limited to 2 expert
witnesses; and (v) interrogatories shall be limited to a maximum of 20 single issues
without sub-parts. The Parties waive any claim to any damages in the nature of
punitive, exemplary, or statutory damages in excess of compensatory damages or
otherwise expressly provided for herein, and the Arbitration Panel is specifically
divested of any power to award such damages. The Arbitration Panel shall have the
power to award injunctive or other equitable relief. All decisions of the Arbitration
Panel shall be pursuant to a majority vote. Any interim or final award shall be rendered
by written decision.

. If either Party fails to appoint its arbitrator within 15 days after delivery of a Notice of

arbitration, or if the two arbitrators appointed cannot agree upon the third arbitrator
within 15 days after appointment of the second arbitrator, then the required arbitrator(s)
shall be appointed by the American Arbitration Association or as otherwise agreed by
the Parties.

. The Parties shall each bear the out-of-pocket costs and expenses of their respective

arbitrator, attorneys, and witnesses, and they shall each bear one-half of the out-of-
pocket costs and expenses of the chairperson of the Arbitration Panel and all
administrative support for the arbitration. The Arbitration Panel may award attorney’s
fees and costs to the prevailing party in connection with any dispute upon finding that
a claim or billing challenge was frivolous or brought in bad faith.

Enforcement. Customer or GLWA may enforce any awards or decisions of the Arbitration
Panel issued under Section 9.03 pursuant to Section 22 of Act 371 (MCL 691.1702). Except
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10.01

10.02

11.01

11.02

11.03

as provided otherwise in this Contract, the provisions of this Article 9 shall be the sole and
exclusive remedy of the Parties with respect to any dispute arising under this Contract and
the Parties agree not to bring, or cause to be brought, in a court of law any action,
proceeding, or cause of action whatsoever with respect to any such dispute.

Article 10.
Default Provisions

General. If a Party is alleged to have committed a material breach of this Contract, the Party
alleging the breach shall give written Notice of the breach to the other Party within a
reasonable time of discovering the breach. The Party alleged to be in breach shall be given
a reasonable time to cure the breach. If the Party alleged to be in breach fails to cure the
breach, the non-breaching Party may pursue the remedies available pursuant to Article 9.
In the event that the Party alleged to be in breach is showing reasonable progress toward
curing the breach, the Party alleging the breach may extend the time for curing the breach.

Notice to Trustee. The Trustee shall be notified simultaneously with any Notice of material
breach arising under this Contract.

Article 11.
Force Majeure and Other Events

Force Majeure. No failure or delay in performance of this Contract, by either Party, shall
be deemed to be a breach thereof when such failure or delay is caused by a force majeure
event including, but not limited to, any Act of God, strikes, lockouts, wars, acts of
terrorism, riots, epidemics, explosions, sabotage, breakage or accident to machinery or
lines of pipe, the binding order of any court or governmental authority, or any other cause,
whether of the kind herein enumerated or otherwise, not within the control of a Party,
except that no cause or contingency shall relieve Customer of its obligation to make
payment for water delivered by GLWA.

GLWA Liability. Except to the extent that GLWA is the proximate cause, GLWA shall
not be held liable or accountable for any bursting, leakage, breakage, damage or accident
of any kind that may occur to Customer’s water works system, or any damages of any kind
or nature, including, but not limited to, injury to persons or damage to property, resulting
from such bursting, leakage, breakage, damage or accident that may occur to water mains
or pipes located downstream of the Water Distribution Points specified herein, or located
within Customer’s distribution system. All claims arising under this Section 11.02 shall be
subject to the GLWA claims review process, which shall toll the dispute resolution process
under Article 9 for ninety (90) days.

Discontinuance of Service. In the event the public health, safety and welfare requires
GLWA to discontinue temporarily all or part of the supply of water to Customer, no claims
for damages of any kind or nature for such discontinuance shall be made by Customer
against GLWA. GLWA will provide notice to Customer of any temporary discontinuance
of the water supply.
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12.01

12.02

12.03

13.01

15.01

Article 12.
Timely Payment

Payment Terms. Bills for water service shall be rendered to Customer on a monthly basis.
All such bills shall be due and payable within forty-five (45) calendar days from the date
shown on the bill. Any portion of the charges not related to a dispute regarding the
accuracy of the bill that is not paid by the due date shall be subject to a finance charge at a
rate of 1.5% per month for each month that they remain unpaid. Such finance charge shall
not apply to any disputed amounts held in escrow by the Trustee in accordance with Section
12.03. Any portion of the total bill, plus any finance charges applied to the bill which are
not paid by the next billing date, shall be shown on the next bill as arrears.

Trust Agreement. A trust shall be established and funded in accordance with the Settlement
Agreement and administered in accordance with the Trust Agreement, attached as Exhibit
C, to provide, in relevant part, payment to GLWA for all water services rendered and to
Customer for local services rendered. If there is any conflict between the terms of Exhibit
C and any other terms of this Contract regarding the Trust Agreement, the terms of Exhibit
C shall control.

Dispute. GLWA may disconnect water service to Customer if bills are overdue ninety (90)
calendar days or more from the billing date, in addition to any other remedies provided for
in this Contract. GLWA shall not disconnect water service if there is a good-faith dispute
concerning the accuracy of billings. If the accuracy of a bill is in dispute, Customer shall
have thirty (30) business days from the date of the invoice in which to provide written
Notice to GLWA and the Trustee of its dispute, and the Trustee shall withhold and retain
in the trust and not remit to Customer or GLWA any claimed amounts in dispute until the
dispute is resolved. Accrued interest on the disputed amount shall belong to the Party that
prevails in the resolution of the dispute. Disputes under this Section 12.03 shall be subject
to the terms and conditions of Article 9, provided however, that any notices required by
this Section shall not extend the times provided in that Article.

Article 13.
Assignment

This Contract shall not be assigned, in whole or in part, by either Party without the prior
written consent of the other Party provided, however, that GLWA may assign this Contract
to the City of Detroit without prior notice to Customer at the conclusion of the Lease term.
Consent to an assignment by either Party shall not be unreasonably withheld.

Article 14.
Intentionally Omitted

Article 15.
Amendment

General. The Parties may periodically consider it in their best interests to change, modify
or extend a term, condition, or covenant of this Contract for reasons which may include,
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15.02

15.03

16.01

16.02

16.03

16.04

17.01

17.02

but are not limited to, the creation, expansion or closing of industry or other business. Any
change, addition, deletion, extension, or modification that is mutually agreed upon by
GLWA and Customer shall be incorporated in a written amendment to this Contract. Such
amendments shall not invalidate this Contract nor relieve or release either Party of any of
its respective obligations under this Contract unless so stated in the amendment.

Approval. No amendment to this Contract shall be effective and binding upon the Parties
unless it expressly refers to this Contract, is in writing, is signed and acknowledged by duly
authorized representatives of both Parties and is approved by Customer’s governing body
and the Board.

Notice to Trustee. The Trustee shall be given written Notice of any amendment to this
Contract, the Trust Agreement, or the Settlement Agreement that may affect the Trustee’s
obligations arising out of this Contract, the Trust Agreement, or the Settlement Agreement.

Article 16.
Notices

Addresses for Notice. Except as otherwise specified herein, all Notices required or
permitted under this Contract shall be given in writing and mailed by first class mail to the
Parties and at the addresses identified in Exhibit B.

When Deemed Given. All Notices shall be deemed given on the day of post-marked
mailing. Any Notice given by a Party hereunder must be signed by an authorized
representative of such Party.

Special Mailing Requirements. Notwithstanding the requirement above as to the use of
first-class mail, Notices regarding change of address, termination, and any Notices required
by Sections 2.02, 2.03, 4.03, 7.01, 7.02, 8.03, 9.02, 9.03, 10.01, 10.02, 12.03, and 15.03,
shall be sent by certified first-class mail, postage prepaid.

Notice to Trustee. Notices to the Trustee required by this Contract shall be sent to the
address identified in Exhibit C.

Article 17.
Water Quality

Contamination. For the protection of the health of all consumers supplied with water from
the System, Customer agrees to guard carefully against all forms of contamination. Should
contamination occur, the area or areas affected shall immediately be shut off and isolated
and shall remain so until such conditions shall have been abated, and the water declared
safe and fit for human consumption by the properly constituted governmental health
agencies having jurisdiction of the area affected. Customer shall immediately notify
GLWA, and GLWA shall immediately notify Customer, of any emergency or condition
that may affect the quality of water in either Party’s system.

Co-mingling of Water Sources. Except in cases of emergency, Customer will not permit
water from any other source of supply to be mixed or mingled with water from the System
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17.03

17.04

18.01

18.02

without prior written approval from GLWA. In cases of emergency, only such water from
sources other than GLWA shall be used as shall meet the requirements of the Michigan
Department of Environment, Great Lakes, and Energy, and then only in such quantities as
shall be necessary to relieve the emergency.

Emergency Connections. Subject to the terms of Exhibit A, during emergencies,
Customer’s water facilities may be used and connected, at the discretion of GLWA, to
water facilities serving other communities for flow in either direction to provide an
adequate water supply from the System to Customer and to other areas and other units of
government. Customer shall be permitted to immediately make an emergency connection
when the connection point to be used has been previously approved for emergency use by
GLWA in writing, provided that Customer shall, after making the connection, promptly
notify GLWA of such event. When the emergency has been abated, the emergency
connection must be severed as soon as practicable. GLWA, or its designee, must approve,
in writing, the continuation of any emergency connection that is required for longer than
seven calendar days. If an approved emergency connection continues for more than seven
calendar days, Customer must provide GLWA with weekly updates on the emergency and
a schedule for abatement of the emergency that must be approved by GLWA in writing.

Water Quality. GLWA shall endeavor to remain in compliance with all applicable
Michigan and Federal laws, rules, and regulations regarding drinking water quality.

Article 18.
Rights-of-Way

Use of Rights-of-Way. The Customer shall assist GLWA to obtain permission to use
streets, highways, alleys, and/or easements in the local governmental units within the
Customer’s jurisdiction for the purpose of constructing, maintaining, and operating water
facilities to adequately service the Customer’s jurisdiction and other areas. This assistance
shall include obtaining the consent of the local governmental units, as provided in Article
7, Section 29, Michigan Constitution of 1963. In the event of such construction, GLWA
shall request the Customer and local governmental units within the Customer’s jurisdiction
to execute such separate instruments granting rights-of-way in its streets, highways, and
alleys as may be reasonably required by GLWA. GLWA shall give the Customer notice
of any construction work in the Customer’s jurisdiction. GLWA shall comply with any of
Customer’s ordinances that apply to the construction. Customer shall inform GLWA of
the applicable ordinances. GLWA and Customer shall meet to review the construction and
its impact on their respective operations. GLWA shall restore all existing structures and/or
improvements laying in the right-of-way of construction to as good a condition as before
the construction took place. As contemplated by this paragraph, any such water facilities
existing on or before December 31, 2015, shall remain under the ownership of the City of
Detroit as leased to GLWA, and any new water facilities constructed on or after January 1,
2016, shall be owned by GLWA, and in no case shall either the existing or new water
facilities be operated or maintained by any entity other than GLWA or its authorized
representatives.

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

Easements. Subject to the provisions of Section 18.01 and to the extent that Customer has
jurisdiction, GLWA shall be granted temporary and permanent easements, and shall be
permitted to use the streets, alleys, and highways within Customer’s legal jurisdiction for
the purpose of constructing, operating, and maintaining the System, including the
relocation of water transmission mains, Meter Facilities or other GLWA facilities. This
consent by Customer is given in compliance with Article 7, Sec. 29 of the Michigan
Constitution of 1963, provided that GLWA shall provide Customer with a written
explanation of the type of easement required and the duration thereof.

Article 19.
Access to Towers and Antennas

Where possible, each Party shall give to the other Party access to towers and antennas under
its respective jurisdiction for the purpose of transmitting information recorded in the Meter
Facilities. Access shall not be unreasonably denied by either Party.

Article 20.
Relationship to Wastewater Services

Customer and GLWA acknowledge that future growth in the System may place additional
burdens on their respective wastewater systems. Customer, if it is also a wastewater
disposal services customer of GLWA, understands that any increase in the volume of water
it receives from the System is not a guarantee of increased capacity in the wastewater
disposal system owned by the City of Detroit and leased by GLWA.

Article 21.
Construction Standards

GLWA shall have the right to review and approve Customer’s construction plans for Meter
Facilities at new Water Distribution Points, water mains sized twenty-four inches and
larger, pump stations, reservoirs, water towers, and any other construction that will cross,
or be within close proximity to, or have influence upon System infrastructure. GLWA’s
approval of construction plans shall be timely and shall not be unreasonably withheld. All
construction must otherwise comply with MCL 325.1001 et seq. as may be amended from
time to time.

Article 22.
Operation of Storage

Prior to Customer’s operation of any new or existing water storage facility, Customer shall
seek GLWA’s written approval of the filling schedule (“Filling Schedule™) of the storage
facility. GLWA may periodically require Customer to change or adjust a previously
approved Filling Schedule. The Parties shall collaborate on devising a mutually beneficial
Filling Schedule. If the Parties are unable to agree upon a Filling Schedule, GLWA’s
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determination of a Filling Schedule shall be final. All Filling Schedules shall be for a
period of six consecutive hours. Customer shall at all times abide by the then-current
GLWA approved Filling Schedule. GLWA shall act promptly in approving Filling
Schedule requests. Nothing in this Article 22 shall prevent Customer from operating its
storage facility at any time, provided that any storage operation that falls outside of the
approved Filling Schedule shall not be exempt from the terms of Article 5 herein.

Article 23.
Miscellaneous

If any provision of this Contract or its application to any person or circumstance shall to
any extent be invalid or unenforceable, the remainder of this Contract shall not be affected
and shall remain valid and enforceable to the fullest extent permitted by law.

This Contract, including the exhibits attached hereto, contains the entire agreement
between the Parties regarding water services and all prior negotiations and agreements
regarding water services are merged into this Contract. Neither Party has made any
representations except those expressly set forth in this Contract, and no rights or remedies
are, or shall be, acquired by either Party by implication or otherwise unless expressly set
forth in this Contract.

Unless the context otherwise expressly requires, the words ‘“herein,” "hereof," and
"hereunder," and other words of similar import, refer to this Contract as a whole and not to
any particular section or subdivision.

The headings of the sections of this Contract are for convenience only and shall not be used
to construe or interpret the scope or intent of this Contract or in any way affect the same.

This Contract and all actions arising under it shall be governed by, subject to, and construed
according to the laws of the State of Michigan.

Pursuant to the terms of its Lease with GLWA, the City of Detroit is an acknowledged
third-party beneficiary of this Contract as the owner of the System, and this Contract shall
not be construed to benefit any persons other than GLWA, the City of Detroit and
Customer.

This Contract may be executed in any number of originals, any one of which shall be
deemed an accurate representation of this Contract. Promptly after the execution of this

Contract, GLWA shall provide a copy to the Customer.

The rights and benefits under this Contract shall inure to the benefit of and be binding upon
the respective Parties hereto, their agents, successors, and assigns.

Any and all documents, memoranda, reports, exhibits or other written material referred to
in this Contract are and shall be incorporated by reference herein.

This Contract shall be deemed to be mutually drafted.
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23.11 The recital paragraphs set forth in the preamble of this Contract are incorporated in and
made a part of the Contract.

(Signatures appear on next page)
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Accordingly, GLWA and Customer, by and through their duly authorized officers and
representatives, have executed this Contract.

City of Highland Park:
By:
Glenda McDonald
Its: Mayor
By:

Brenda Green, CMC
City Clerk

APPROVED BY
HIGHLAND PARK CITY COUNCIL ON:

Date

Great Lakes Water Authority:

By:

Its:

Suzanne R. Coffey, P.E.
Chief Executive Officer

APPROVED BY
GLWA BOARD OF DIRECTORS ON:

Date

APPROVED AS TO FORM BY
GLWA GENERAL COUNSEL ON:

Signature Date
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EXHIBIT A

Customer’s Water Distribution Points

This Exhibit contains the following information:

1.

2.

The corporate limits of Customer,
The agreed upon water Service Area of Customer which (a) may or may not be entirely
within the corporate limits of Customer and (b) which may or may not include the entire

area within the Customer’s corporate limits,

The specific location of the Water Distribution Points, including any GLWA approved
emergency connections,

The designation of appurtenances to be maintained by Customer and those to be maintained
by GLWA,

A list of any closed meter locations, and

A list of any facilities specifically constructed for Customer pursuant to Section 3.03, if
any.
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Exhibit A
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EXHIBIT A

Highland Park Emergency Connections:

Connections to City of Detroit (DWSD
EC-2: 12” valve at the intersection of John R Street & East McNichols Road
EC-3: 8” valve at the intersection of Oakland Street & East McNichols Road

EC-5: 12” valve at the intersection of Woodward Drive & Woodland Avenue, formerly HP-
01

EC-6: 16” valve at the intersection of Hamilton Avenue & Webb Street, formerly HP-02
EC-7: 12” valve at the intersection of Woodrow Wilson Street & Pilgrim Street

Connections to GLWA

EC-1: 16” valve at the intersection of Hamilton Avenue & West McNichols Road
EC-4A: 12” valve in the former HP-03 meter pit at Dequindre & Davison

EC-4B: 24” valve in the former HP-04 meter pit at Dequindre & Davison

Highland Park Water Customers Outside Municipal Limits:

None

Highland Park Master Meters Not In Service:

HP-01 (closed)
HP-02 (closed)
HP-03 (closed)
HP-04 (closed)
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RESERVED FOR SITE PLAN DRAWING OF HP-05
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RESERVED FOR METER PIT DRAWING OF HP-05
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RESERVED FOR SITE PLAN DRAWING OF HP-06
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RESERVED FOR METER PIT DRAWING OF HP-06
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EXHIBIT B

Projected Annual Volume and Minimum Annual Volume (Table 1)
Pressure Range and Maximum Flow Rate (Table 2)
Flow Split Assumptions (Table 3)
Addresses for Notice (Table 4)

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

The approximate rate of flow by individual meter set forth in Table 3 is the assumption upon which
the Pressure Range commitments established in Table 2 have been devised. Should Customer
deviate from these assumptions at any meter(s), GLWA may be unable to meet the stated Pressure
Range commitments in this Contract or in the contract of another customer of GLWA and Section
5.08 of this Contract may be invoked.
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Projected Annual Volume and Minimum Annual Volume

EXHIBIT B

Table 1

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

2015 NA NA
2016 NA NA
2017 NA NA
2018 NA NA
2019 NA NA
2020 NA NA
2021 NA NA
2022 NA NA
2023 NA NA
2024 NA NA
2025 77,200 38,600
2026 TBD TBD
2027 TBD TBD
2028 TBD TBD
2029 TBD TBD
2030 TBD TBD
2031 TBD TBD
2032 TBD TBD
2033 TBD TBD
2034 TBD TBD
2035 TBD TBD
2036 TBD TBD
2037 TBD TBD
2038 TBD TBD
2039 TBD TBD
2040 TBD TBD
2041 TBD TBD
2042 TBD TBD
2043 TBD TBD
2044 TBD TBD
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EXHIBIT B

Table 2

Pressure Range and Maximum Flow Rate

Calendar | Pressure Range Pressure Range
Year (psi) (psi)

(Reopener

ol ey | Meter BC-1 Meter EC-6

Min Max Max Day | Peak Hour

2014 NA NA NA NA
2015 NA NA NA NA
2016 NA NA NA NA
2017 NA NA NA NA
2018 NA NA NA NA
2019 NA NA NA NA
2020 NA NA NA NA
2021 NA NA NA NA
2022 NA NA NA NA
2023 NA NA NA NA
2024 NA NA NA NA
2025 NA NA NA NA
2026 NA NA NA NA
2027 NA NA NA NA
2028 NA NA NA NA
2029 NA NA NA NA
2030 NA NA NA NA
2031 NA NA NA NA
2032 NA NA NA NA
2033 NA NA NA NA
2034 NA NA NA NA
2035 NA NA NA NA
2036 NA NA NA NA
2037 NA NA NA NA
2038 NA NA NA NA
2039 NA NA NA NA
2040 NA NA NA NA
2041 NA NA NA NA
2042 NA NA NA NA
2043 NA NA NA NA
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EXHIBIT B

Table 2 (continued)
Pressure Range and Maximum Flow Rate

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

(Reopener

el ey | Meter HP-05 Meter HP-06 Meter XX

Min Max Min Max Min Max Max Day | Peak Hour

2014 NA NA NA NA NA NA
2015 NA NA NA NA NA NA
2016 NA NA NA NA NA NA
2017 NA NA NA NA NA NA
2018 NA NA NA NA NA NA
2019 NA NA NA NA NA NA
2020 NA NA NA NA NA NA
2021 NA NA NA NA NA NA
2022 NA NA NA NA NA NA
2023 NA NA NA NA NA NA
2024 |NA/TBD | NA/TBD | NA/TBD | NA/TBD 2.40 2.46
2025 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2026 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2027 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2028 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2029 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2030 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2031 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2032 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2033 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2034 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2035 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2036 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2037 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2038 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2039 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2040 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2041 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2042 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
2043 NA/TBD | NA/TBD | NA/TBD | NA/TBD TBD TBD
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EXHIBIT B

Table 3
Flow Split Assumptions

Meter Assumed Flow Split
(2024)
EC-1 85%
(Hamilton/McNichols)
EC-6 15%
(Hamilton/Webb)
Table 4

Addresses for Notice

If to GLWA: If to Customer:
General Counsel Mayor
Great Lakes Water Authority City of Highland Park
735 Randolph, Suite 1901 12050 Woodward Avenue
Detroit, Michigan 48226 Highland Park, MI 48203
cc: Water Department Director
City of Highland Park
12050 Woodward Avenue

Highland Park, MI 48203
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EXHBIT C

Trust Agreement
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WASTEWATER DISPOSAL SERVICES CONTRACT
BETWEEN
GREAT LAKES WATER AUTHORITY, A MICHIGAN MUNICIPAL AUTHORITY
AND
CITY OF HIGHLAND PARK, A MICHIGAN MUNICIPAL CORPORATION

This Wastewater Disposal Services Contract is made by and between the Great Lakes
Water Authority, a Michigan municipal authority and public body corporate organized pursuant to
the provisions of Act 233, Public Acts of Michigan, 1955, as may be amended from time to time
(“Act 233”), with its principal place of business located at 735 Randolph, Detroit, Michigan 48226
(“GLWA”), and the City of Highland Park, a Michigan municipal corporation and constituent
municipality pursuant to the provisions of Act 233, with offices located at 12050 Woodward
Avenue, Highland Park, Michigan, 48203 (“Customer”). GLWA and Customer may be referred
to individually as a “Party” or collectively as the “Parties.”

Recitals

A. On June 12, 2015, GLWA and the City of Detroit entered into a Regional Sewage
Disposal System Lease (the “Lease”) for the purpose of leasing the System (defined below) to
GLWA for a minimum term of 40 years; and

B. Pursuant to the Lease, all wholesale service functions are conducted by GLWA,
and the System is operated and maintained by GLWA; and

C. Customer seeks to contract for wastewater disposal Services with GLWA; and

D. The Parties intend that this Contract be interpreted consistent with the Lease, the
GLWA Articles of Incorporation, the Settlement Agreement, and Michigan state law including
without limitation the provisions of Act 233, as each may be amended from time to time; and

E. The Parties agree that this Contract shall be subject to the terms and conditions of
the Settlement Agreement; and

F. GLWA has established a Water Residential Assistance Program (“WRAP) funded
annually in an amount equal to .5% of the base budgeted operating revenues; and

G. Customer shall be eligible to participate in GLWA’s WRAP consistent with the
terms of the WRAP as may be amended from time to time; and

H. GLWA intends to maintain a voluntary, collaborative partnering effort with its First
Tier Customers, of which the One Water Partnership is a central part, which assists GLWA in data

gathering, alternative evaluations and recommendations.

Accordingly, the Parties agree as follows:



1.01

Article 1.
Definitions

The following words and expressions, or pronouns used in their stead, shall be construed
as follows:

“Board” shall mean the GLWA Board of Directors.
“CFS” shall mean cubic feet per second.

“Contract” shall mean each of the various provisions and parts of this document, including
all attached exhibits and any amendments thereto, as may be executed by the duly
authorized representatives of the Parties, and approved by Customer’s governing body and
the Board.

“Customer-Owned Meter(s)” shall mean a temporary or permanent sewerage metering
device owned, operated, and/or maintained by Customer or its agents.

“Customer Overflow Volume” shall mean that volume of wastewater generated in
Customer’s Service Area during a wet weather event that exceeds the capacity of
Customer’s system and is discharged before entering the System.

“EGLE” shall mean the SOM Department of Environment, Great Lakes, and Energy.

“Exhibit A”, entitled Customer’s Service Area, shall be a depiction of Customer’s Service
Area from which wastewater may be delivered to the System. It shall depict the corporate
limits of Customer, the agreed upon Service Area, the Maximum Allowable Flow Limit,
the specific location of any System Meters and Customer-Owned Meters, any System
Meter vault(s), and the Point(s) of Connection. It shall also identify the names of any
System Meters and Customer-Owned Meters and the location of any Customer and GLWA
data acquisition equipment.

“Exhibit B” is deleted and reserved.
“Exhibit C” is deleted and reserved.
“Exhibit D” is deleted and reserved.

“Exhibit E”, entitled Modified List of Relevant Charge-making Terms, shall contain the
modified list of relevant charge-making terms as mandated by the order dated August 31,
2011 in the matter of United States Environmental Protection Agency v City of Detroit,
Civil Action No. 77-71100 and related charge-making protocols. Exhibit E is subject to the
terms of the Settlement Agreement.

“Exhibit F”, entitled Trust Agreement, shall be a copy of the trust agreement entered into
by the Parties contemporaneously with this Contract.



“First Tier Customer(s)” shall mean those municipal customers contracting directly with
GLWA for Services.

“Flow” shall mean wastewater delivered by Customer from Customer’s Service Area to
the System. It shall include sanitary flow, dry weather infiltration and inflow, and a wet
weather flow component. It shall also include wastewater from industrial and/or
commercial facilities in compliance with the City of Detroit’s Wastewater Discharge
Control Ordinance, Chapter 56, Article I and Article III of the Detroit City Code, Section
56-3-56.1 et seq., as amended, or any successor or similar ordinances, rules or regulations
adopted by GLWA in place thereof.

“GDRSS” shall mean the Greater Detroit Regional Sewer System.

“GLWA” shall mean the Great Lakes Water Authority, a Michigan municipal authority
and public body corporate organized pursuant to the provisions of Act 233, governed by

its Board of Directors and its day-to-day operations conducted by its Chief Executive
Officer.

“Maximum Allowable Flow Limit” shall mean the maximum allowable Flow that
Customer may deliver to the System. This limit is specified in Section 2.01 and shall be
determined by averaging the sum in any sixty-minute period, measured from top-of-the-
hour to top-of-the-hour (e.g., 7:00 a.m. to 8:00 a.m.), along with any supplemental
calculations developed and approved by the One Water Partnership’s Wastewater
Analytics Task Force and GLWA, once the final Customer metering network has been
installed by Customer and approved by EGLE.

“MGD” shall mean million gallons per day.

“Notices or Notice” shall mean the notices, consents, approvals, requests, and other
communications required to be given under the terms of this Contract.

“One Water Partnership” shall mean the voluntary, advisory organization consisting of
representatives of GLWA, representatives of the City of Detroit Water and Sewerage
Department, and wholesale water and wastewater customers of GLWA and their respective
representatives and shall include its successor or replacement if altered or discontinued.
The One Water Partnership or its successor shall remain in existence for a minimum term
of January 1, 2008, until December 31, 2038, unless the organization determines otherwise.

“Point(s) of Connection” shall mean the location(s) where Flow shall be deemed to be
delivered from the Customer’s wastewater collection system into the System and shall be
the location at which the ownership and responsibility for operation and maintenance
between the System and the Customer shall be established.

“Service Area” shall mean the geographic area of Customer from which Flow may be
delivered to the System as designated in Exhibit A to this Contract.



2.01

2.02

2.03

“Services” shall mean the collection, transportation, and treatment of wastewater by
GLWA including without limitation industrial waste control, stormwater, drainage, and
other miscellaneous services provided or charged to Customer.

“Settlement Agreement” shall mean the Settlement Agreement and Mutual Release by
and between the SOM, Customer, and GLWA, approved and executed contemporaneously
with this Contract, which incorporates the provisions of the mediation term sheet dated
October 18, 2023, the Trust Agreement, and other documents referenced by the Settlement
Agreement.

“SOM” shall mean the State of Michigan.

“System” shall mean the public wastewater disposal system, including without limitation
the WRRF and System Meters, owned by the City of Detroit and leased, operated,
maintained, and/or utilized by GLWA and any improvements, additions and/or changes to
the System made by GLWA on or after January 1, 2016, which shall be owned, operated,
and maintained by GLWA. Except as has been agreed by GLWA and the City of Detroit,
the System does not include any City of Detroit local assets not leased to GLWA. Customer
shall not have an ownership interest in the System.

“System Meter(s)” shall mean a System wastewater-billing meter which primarily
measures Customer’s usage.

“Trust Agreement” shall mean the trust agreement approved and executed by the Parties
contemporaneously with this Contract and attached as Exhibit F.

“Trustee” shall mean the trustee of the trust described in Article 10 and in the Trust
Agreement attached as Exhibit F.

“WRRF” shall mean the Water Resource Recovery Facility.

Article 2.
Delivery of Flow; Maximum Allowable Flow Limit; Enforcement

Maximum Allowable Flow Limit. Customer’s Maximum Allowable Flow Limit shall be
the peak Flow resulting from a ten-year storm event.

Delivery of All Flow. GLWA agrees to accept, and Customer agrees to deliver all Flow
from Customer originating within Customer’s Service Area, excluding any Customer
Overflow Volumes, up to Customer’s Maximum Allowable Flow Limit.

Calculation of Charges. Customer shall pay GLWA for Services for Flow delivered into
the System at such charges as GLWA may establish during its cost allocation and charge
design processes, which charges shall be established in accordance with Article 20 of this
Contract.




2.04

2.05

2.06

3.01

3.02

3.03

Enforcement of Maximum Allowable Flow Limit. The Parties acknowledge that Customer
deviations over the Maximum Allowable Flow Limit may occur. If Customer has multiple
incidents of Flow exceeding the Maximum Allowable Flow Limit which evidence a pattern
of exceedances, as determined in the sole and reasonable discretion of GLWA, GLWA
shall give written Notice of such exceedances to Customer. Thereafter, the Parties shall
meet and attempt to develop a plan for reducing or eliminating the exceedances. If, in the
opinion of GLWA, the Parties are unable to agree on a plan, GLWA shall have the right to
assert any available remedies for breach of contract in accordance with Article 9.

Applicability to Overflow Volumes. Nothing in this Article 2 shall be construed to
preclude Customer from constructing or operating wastewater facilities for the purpose of
reducing or eliminating Customer Overflow Volumes or improving the operation of
Customer’s sewage system, or for any other lawful purpose.

Reopener. The Parties reserve the right to reopen for negotiation at any time the Maximum
Allowable Flow Limit specified in Section 2.01 in the event that the System Wastewater
Master Plan or other analysis acceptable to the Parties demonstrates modifications to the
then-existing Maximum Allowable Flow Limit may be warranted. If a new Maximum
Allowable Flow Limit is mutually agreed upon, the Parties will amend this Contract to
reflect the new Maximum Allowable Flow Limit. Until such time, if any, that the
Maximum Allowable Flow Limit is modified, the Maximum Allowable Flow Limit
specified in Section 2.01 shall continue in full force and effect.

Article 3.
Ownership, Maintenance, and Accuracy of Equipment and Facilities

GLWA Ownership and Maintenance Responsibility. GLWA owns or leases, and shall
maintain all System Meters, System Meter vaults, and data acquisition equipment used for
GLWA'’s operational and/or billing purposes, unless otherwise provided for in Exhibit A.
GLWA shall not own, operate, or maintain Customer-Owned Meters.

Maintenance Standards. GLWA shall maintain System Meters and associated data
acquisition equipment in accordance with the GDRSS Phase IV Technical Memoranda 4-
8, or subsequent modifications thereto. GLWA shall collect data from System Meters in
accordance with the Good Metering Practice specified in the GDRSS Phase IV Technical
Memoranda 4-8, or subsequent modifications thereto. GLWA may contract for any such
services.

Accuracy. GLWA will ensure the accuracy of System Meters. Customer shall have the
right to annually inspect System Meters and check for proper operation, including
inspection of records. GLWA and the One Water Partnership shall review the accuracy of
System Meters on a regular basis and compare the findings to the then-best available
technology. In the event that the accuracy of a System Meter is found to be unsatisfactory,
as determined by the One Water Partnership and approved by GLWA, GLWA shall, as
soon as practicable, repair, rehabilitate or replace the System Meter.



3.04

3.05

4.01

4.02

Customer-Owned Meters. Customer’s consultant, Metro Consulting Associates (“MCA”)
or its SOM-approved successor, shall consult with GLWA in preparing Customer’s
metering proposal prior to submitting the proposal to EGLE regarding the number and
placement of temporary sewage metering devices. Customer shall obtain written approval
of its metering proposal from EGLE before the installation of the meters. The meters shall
be installed subject to GLWA’s specifications. Unless otherwise agreed by the Parties, the
meters shall be installed within one (1) year from the effective date of the Settlement
Agreement, and Customer shall provide full access to the meter locations to ensure timely
completion of the work. All Customer-Owned Meters shall be owned by Customer.
Customer shall be responsible for the cost of operating and maintaining all Customer-
Owned Meters. The Parties shall agree to a third-party and the procedures to operate and
maintain the Customer-Owned Meters including the sharing of all data produced by the
Customer-Owned Meters. If the Parties cannot agree to a third-party or the procedures
associated with the operation and maintenance of the Customer-Owned Meters, EGLE
shall identify the third-party and prescribe the Customer-Owned Meter operation and
maintenance procedures. Customer may contract for any such services. GLWA shall have
the right to annually inspect Customer-Owned Meters and check for proper operation,
including inspection of records. GLWA and the One Water Partnership shall review the
accuracy of Customer-Owned Meters on a regular basis and compare the findings to the
then-best available technology. If the accuracy of a Customer-Owned Meter is found to be
unsatisfactory, as determined by the One Water Partnership and approved by GLWA,
Customer shall, as soon as practicable, repair, rehabilitate or replace the Customer-Owned
Meter. Once Customer completes the repair, rehabilitation or replacement of the Customer-
Owned Meter, any dispute regarding the cost associated therewith shall be resolved as
provided in Article 9.

Customer Local Operations. Customer shall continue to retain MCA to operate its local
water operations, which includes all billing, collections, maintenance, and improvements.
If for any reason MCA ceases to be Customer’s operator, then subject to approval by the
SOM, Customer shall retain another entity to conduct its local water operations.

Article 4.
Service Area; Acceptance of Flow

Service Area. The area for which GLWA agrees to provide Services shall be as shown in
Exhibit A. Customer shall not deliver to the System any Flow originating in any area
outside of the specified Service Area without the prior written consent of GLWA. A
memorandum of understanding between Customer and GLWA may temporarily authorize
the delivery of Flow from outside the Service Area. A permanent change in the Service
Area shall require amendment of this Contract.

Acceptance of Flow. Due to the configuration of the wastewater collection system owned,
operated, and maintained by Customer, GLWA will accept Flow from Customer, as limited
by the terms of this Contract, from within the Service Area shown on Exhibit A. The
location of each Point of Connection shall be determined to be wherever Customer’s
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wastewater collection system connects to the System as set forth in Exhibit A, which shall
include any connections metered by a Customer-Owned Meter. GLWA shall have no
responsibility for operating and maintaining any portions of Customer’s wastewater
collection system upstream of the Points of Connection, unless specifically indicated
otherwise on Exhibit A.

A. As of the date of execution of this Contract, Exhibit A depicts the Parties’ best
available, non-field-verified information. Accordingly, field verification of the
information therein shall be completed by the Parties as soon as practicable and the
necessary modifications to Exhibit A shall be agreed upon. The update to Exhibit A
required by this paragraph shall not require approval by the legislative body of either
Party.

Change in Service Area. The boundaries of the Service Area may be changed only by the
express written agreement of GLWA and Customer and shall be embodied in an
amendment to this Contract.

Article 5.
Flow Measurement

Information Gathering. GLWA shall, with guidance and input from the One Water
Partnership, make all reasonable efforts to use the best available information to establish
Customer’s estimated sanitary flows and non-sanitary flows.

Process. GLWA shall, with guidance and input from the One Water Partnership, decide on
the type of analyses, and shall carry out analyses of Flow from Customer using complete
Customer-Owned Meter information provided to and accepted by GLWA, and other
relevant data and best available information, including System Meter data, as set forth in
this Section 5.02.

A. Upon the dismissal of the outstanding litigation between the Parties in accordance with
the Settlement Agreement, for purposes of conducting an initial Flow analysis,
Customer shall submit to GLWA (i) a memorandum describing the research or analysis
conducted to identify the proposed metered locations for the currently installed meters
and the rationale for not metering other connections, (ii) all raw and quality assured
and quality controlled data collected since July 1, 2022 for all existing or previously
installed Customer-Owned Meters, including all installation and calibration records
and descriptions of any meter failures or other mechanical issues, and (iii) all monthly
volumetric water sales data of Customer’s water customers for the period beginning
July 1, 2022 until the date of the memorandum referenced in this paragraph.

B. Subsequent to producing the information required in Section 5.02(A), for purposes of
conducting Flow analyses, Customer shall submit to GLWA monthly (i) all raw and
quality assured and quality-controlled data for all existing Customer-Owned Meters,
including all installation and calibration records and descriptions of any meter failures
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or other mechanical issues, and (ii) all volumetric water sales data of Customer’s water
customers.

C. All submittals required by Section 5.02(A) and (B) shall be quality assured and quality
controlled by Customer prior to transmittal to GLWA. After transmittal, the Parties’
technical representatives shall discuss the submitted data monthly, or as otherwise
agreed, to ensure the Parties’ collective agreement on the results thereof.

D. The water sales data and the results of the Flow analyses shall be utilized by GLWA,
in its sole and reasonable discretion but subject to Article 20, in its cost allocation and
rate design processes and shall form the basis of billings for Customer.

E. Unless otherwise agreed by the Parties, nothing in this Contract shall require Customer
to (i) provide to GLWA any Customer-Owned Meter data prior to the dismissal of the
outstanding litigation between the Parties in accordance with the Settlement
Agreement, or (ii) provide to GLWA Customer-Owned Meter data pertaining to the
time period prior to July 1, 2022.

Responsibility for Review and Use of Information. The One Water Partnership shall have
the responsibility for reviewing the information it obtains pursuant to this Article 5 for the
purpose of verifying that the information is acceptable from a technical basis. GLWA shall
have the authority, in its sole and reasonable discretion, for determining how best to utilize
the information analyzed by the One Water Partnership.

Access to Data.

A. Customer shall at all times have access to the same GLWA Greater Detroit Regional
Sewer System (“GDRSS”) data as all other customers of GLWA.

B. GLWA shall at all times have access to live, real-time, 5-minute, and/or such other best
available data from all Customer-Owned Meters when and to the extent it is available.

Article 6.
Flow Re-Allocation

Flow Re-Allocation. Should Customer terminate or reduce its Flow into the System,
whether at the end of this Contract’s term, by mutual agreement, or due to a breach of this
Contract by Customer, that portion of its Maximum Allowable Flow Limit so terminated
or reduced shall be re-allocated at the discretion of GLWA for the benefit of the System.
Flow re-allocation between First Tier Customers may occur only with the prior written
approval of GLWA and shall be incorporated as an amendment to this Contract.

Responsibility for Capital Cost Recovery. If Customer reduces or terminates its Flow into
the System, whether at the end of this Contract’s term, by mutual agreement, or due to a
breach of this Contract by Customer, Customer shall remain responsible for any remaining
capital costs for facilities built to provide Customer its Maximum Allowable Flow Limit.
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In such event, Customer shall either (1) pay in full all outstanding capital costs accumulated
to the date of its termination of participation in the System, or (2) enter into a contract
guaranteeing monthly payments to GLWA of the remaining capital costs, or (3) assign the
responsibility for the remaining capital costs to the First Tier Customer to whom Customer
has re-allocated its Flow (the “RAF Customer”) provided that Customer shall remain
ultimately responsible for the remaining capital costs in the event the RAF Customer fails
to timely pay said capital costs. As of the effective date of this Contract, the amount of
such capital costs allocable to Customer (not including the cost of any future capital
improvements) is $0.00.

Article 7.
Contract Term; Renewal and Termination

Term. GLWA shall provide Services to Customer in accordance with the terms and
conditions of this Contract for a period of thirty years from the effective date of this
Contract and any ten-year renewal terms (collectively the “Contract Term”). The effective
date of this Contract shall be January 1, 2014. This Contract replaces and supersedes any
prior wastewater disposal services contracts between the Parties and any prior wastewater
disposal services contracts between the City of Detroit and Customer.

Renewal. This Contract shall automatically renew at the conclusion of the thirty-year term
for an additional ten-year term, unless a Party provides written notification to the other
Party in accordance with Article 16 on or before December 31, 2039, which is the
conclusion of the twenty-fifth year of the thirty-year term, stating its intent not to renew
this Contract. Thereafter, this Contract shall automatically renew every ten years for an
additional ten-year term, unless a Party provides written notification to the other Party in
accordance with Article 16 on or before the conclusion of the fifth year of the then current
ten-year term stating its intent not to renew this Contract. The automatic renewals of this
Contract shall not preclude a review of its terms and the Parties are encouraged to reaffirm
or amend its terms as necessary. The Parties may, in writing, mutually agree upon a longer
renewal term.

Continuing Obligation. Customer’s obligations under Article 6, if any, shall survive the
expiration or termination of this Contract and continue until such obligations are satisfied.

Article 8.
Construction Standards

Except as otherwise specified in this Contract, Customer shall abide by GLWA’s design
specifications and construction standards. Customer shall submit plans and specifications
for new wastewater collection or transport facilities for review and approval to GLWA
prior to the installation of such facilities. GLWA will review the plans and specifications
and provide Customer with a determination as to its approval or disapproval of the plans
and specifications.
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Article 9.
Dispute Resolution

General. Any and all disputes alleging a breach of this Contract shall be resolved as set
forth in this Article 9.

Disputes; Resolution.

A.

The Parties shall each designate in writing to the other from time to time a
representative who shall be authorized to resolve any dispute relating to the subject
matter of this Contract in an equitable manner and, unless otherwise expressly provided
herein, to exercise the authority of such Party to make decisions by mutual agreement.

The Parties each agree (i) to attempt to resolve all disputes arising hereunder promptly,
equitably and in a good faith manner and (ii) to provide each other with copies of or
reasonable access during normal business hours to any and all non-privileged written
records, information, and data pertaining to any such dispute.

. If any dispute arising under this Contract is not resolved between the Parties pursuant

to this Section 9.02 within 30 days of the date on which a Party provides written Notice
to the other Party of such dispute and of the notifying Party's position on the disputed
matter, then upon written notification by either Party to the other Party, such dispute
shall be settled exclusively and finally by binding expedited arbitration in accordance
with Section 9.03.

During the pendency of any dispute and until such dispute is resolved, the Parties shall
continue to operate under the terms of this Contract.

Any dispute regarding amounts owed by Customer, Customer’s billings, or related
charges shall be subject to the terms and conditions of Article 10.

Mandatory, Expedited Arbitration.

A.

Any dispute arising under this Contract that cannot be resolved between the Parties
shall be submitted to binding expedited arbitration irrespective of either the magnitude
thereof or the amount in dispute. The Wayne County Circuit Court shall retain
jurisdiction to enforce the terms of the Settlement Agreement, which will be entered by
the court as a consent judgment. Disputes arising under the Trust Agreement shall be
resolved by the Wayne County Circuit Court and are excluded from the application of
this Article 9.03 unless (i) all Payments (as defined in Article I of the Trust Agreement)
are received by the Trustee in accordance with the Trust Agreement, and (ii) any
disputed amounts are retained in the trust in accordance with the process and notice
requirements described in Section 10.03.

Each arbitration between the Parties shall be conducted pursuant to the Uniform
Arbitration Act, Act No. 371, Public Acts of Michigan, 2012 (“Act 3717).

10



9.04

C. Unless otherwise agreed by the Parties, the arbitration shall be conducted before a panel

composed of three arbitrators (the “Arbitration Panel”). Each Party shall appoint an
arbitrator, obtain its appointee's acceptance of such appointment, and deliver written
notification of such appointment and acceptance to the other Party within 15 days after
delivery of a Notice of arbitration. The two arbitrators appointed by the Parties shall
jointly appoint the third (who shall be the chairperson), obtain the acceptance of such
appointment, and deliver written notification of such appointment within 15 days after
their appointment and acceptance. The chairperson shall have demonstrated expertise
in the field of utility operations and/or ratemaking.

. Any arbitration commenced hereunder shall be completed within 90 days after the

appointment of the Arbitration Panel absent agreement of the Parties to the contrary.
Further, absent agreement of the Parties or, upon request of one of the Parties and an
order from the Arbitration Panel to the contrary: (i) all discovery shall be completed
within 45 days after the appointment of the Arbitration Panel; (ii) each Party shall be
limited to a maximum of 5 depositions; (iii) each deposition shall be completed within
a maximum period of one day of four hours; (iv) each Party shall be limited to 2 expert
witnesses; and (v) interrogatories shall be limited to a maximum of 20 single issues
without sub-parts. The Parties waive any claim to any damages in the nature of
punitive, exemplary, or statutory damages in excess of compensatory damages or
otherwise expressly provided for herein, and the Arbitration Panel is specifically
divested of any power to award such damages. The Arbitration Panel shall have the
power to award injunctive or other equitable relief. All decisions of the Arbitration
Panel shall be pursuant to a majority vote. Any interim or final award shall be rendered
by written decision.

. If either Party fails to appoint its arbitrator within 15 days after delivery of a Notice of

arbitration, or if the two arbitrators appointed cannot agree upon the third arbitrator
within 15 days after appointment of the second arbitrator, then the required arbitrator(s)
shall be appointed by the American Arbitration Association or as otherwise agreed by
the Parties.

. The Parties shall each bear the out-of-pocket costs and expenses of their respective

arbitrator, attorneys, and witnesses, and they shall each bear one-half of the out-of-
pocket costs and expenses of the chairperson of the Arbitration Panel and all
administrative support for the arbitration. The Arbitration Panel may award attorney’s
fees and costs to the prevailing party in connection with any dispute upon finding that
a claim or billing challenge was frivolous or brought in bad faith.

Enforcement. Customer or GLWA may enforce any awards or decisions of the Arbitration
Panel issued under Section 9.03 pursuant to Section 22 of Act 371 (MCL 691.1702). Except
as provided otherwise in this Contract, the provisions of this Article 9 shall be the sole and
exclusive remedy of the Parties with respect to any dispute arising under this Contract and
the Parties agree not to bring, or cause to be brought, in a court of law any action,
proceeding, or cause of action whatsoever with respect to any such dispute.

11
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Article 10.
Payment for Services

Payment Terms. Bills for Services shall be rendered to Customer on a monthly basis. All
such bills shall be due and payable not more than forty-five (45) calendar days from the
date shown on the bill. Any portion of the charges not related to a dispute regarding the
accuracy of the bill that is not paid by the due date shall be subject to a finance charge at a
rate of 1.5% per month for each month that they remain unpaid. Such finance charge shall
not apply to any disputed amounts held in escrow by the Trustee in accordance with Section
10.03. Any portion of the total bill, plus any finance charges applied to the bill which are
not paid by the next billing date, shall be shown on the next bill as arrears.

Trust Account. A trust shall be established and funded in accordance with the Settlement
Agreement and administrated in accordance with the Trust Agreement, attached as Exhibit
F, to provide, in relevant part, payment to GLWA for all Services rendered and to Customer
for local services rendered. If there is any conflict between the terms of Exhibit F and any
other terms of this Contract regarding the Trust Agreement, the terms of Exhibit F shall
control.

Dispute. GLWA may discontinue Services to Customer if bills are overdue ninety (90)
calendar days or more from the billing date, in addition to any other remedies provided for
in this Contract. GLWA shall not discontinue the Services if there is a good faith dispute
concerning the accuracy of billings. If the accuracy of a bill is in dispute, Customer shall
have thirty (30) business days from the date of the invoice in which to provide written
Notice to GLWA and the Trustee of its dispute, and the Trustee shall withhold and retain
in the trust and not remit to Customer or GLWA any claimed amounts in dispute until the
dispute is resolved. Accrued interest on the disputed amount shall belong to the Party that
prevails in the resolution of the dispute. Disputes under this Section 10.03 shall be subject
to the terms and conditions of Article 9, provided however, that any notices required by
this Section shall not extend the times provided in that Article.

Article 11.
Emergency Situations

No failure or delay in performance of this Contract by any Party shall be deemed to be a
breach thereof when such failure or delay is caused by a force majeure event, including but
not limited to, any Act of God, strikes, lockouts, wars, acts of terrorism, riots, epidemics,
explosions, sabotage, breakage or accident to machinery or lines of pipe, the binding order
of any court or governmental authority, or any other cause, whether of the kind enumerated
in this Article 11 or otherwise, not within the control of a Party, except that no cause or
contingency shall relieve Customer of'its obligation to make payment for Services provided
by GLWA.

12
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Article 12.
Default Provisions

If a Party is alleged to have committed a material breach of this Contract, the Party alleging
the breach shall give written Notice of the breach to the other Party within a reasonable
time of discovering the breach. The Party alleged to be in breach shall be given a reasonable
time to cure the breach. If the Party alleged to be in breach fails to cure the breach, the non-
breaching Party may pursue the remedies available pursuant to Article 9.

The Trustee shall be notified simultaneously with any Notice of material breach arising
under this Contract.

Article 13.
Assignment

This Contract shall not be assigned, in whole or in part, by a Party without the prior written
consent of the other Party provided, however, that GLWA may assign this Contract to the
City of Detroit without prior Notice to Customer at the conclusion of the Lease term.
Consent to an assignment by either Party shall not be unreasonably withheld.

Article 14.
One Water Partnership

Establishment. The One Water Partnership is a voluntary, advisory organization that exists
to facilitate a cooperative working partnership between GLWA and First Tier Customers
by facilitating discussion and development of recommendations to GLWA regarding
System operation, maintenance, charges, and best practices, and is based on the free flow
of information regarding financial and operational functions. The One Water Partnership
shall maintain bylaws that govern the way it conducts its business. In the event of a conflict
between the terms of the bylaws adopted by the One Water Partnership and the terms of
this Contract, the terms of this Contract shall control.

General Responsibilities. The One Water Partnership shall periodically review and
evaluate the charges, charge methodology, operation, and maintenance of the System. The
One Water Partnership shall have the opportunity each year to review the Capital
Improvement Program as prepared by GLWA, prior to its adoption by the Board.

Annual Report by GLWA. GLWA will present an annual report to the One Water
Partnership that shall consist of a general report on System operation and maintenance.

Annual Meeting and Report by One Water Partnership. The One Water Partnership will
meet annually with and report to the Board. The One Water Partnership may otherwise
meet and communicate with the Board as the One Water Partnership deems necessary.

Work Groups. The One Water Partnership may create work groups and sub-committees
to address specific issues facing the System. Customer shall have the right to attend all
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meetings of the One Water Partnership and any work groups and sub-committees
established thereby.

Article 15.
Amendment

General. The Parties may from time to time consider it in their best interests to change,
modify or extend a term, condition, or covenant of this Contract. Any such change,
addition, deletion, extension, or modification, which is mutually agreed upon by the Parties
shall be incorporated in a written amendment to this Contract. Such amendments shall not
invalidate this Contract nor relieve or release any Party of any of its respective obligations
under this Contract unless so stated in the amendment.

Approval. No amendment to this Contract shall be effective and binding upon the Parties
unless it expressly refers to this Contract, is in writing, is signed and acknowledged by duly
authorized representatives of the Parties, is approved by Customer’s legislative body, and
is approved by the Board.

Notice to Trustee. The Trustee shall be given written Notice of any amendment to this
Contract, the Trust Agreement, or the Settlement Agreement that may affect the Trustee’s
obligations arising out of this Contract, the Trust Agreement, or the Settlement Agreement.

Article 16.
Notices

Addresses For Notice. Except as otherwise specified in this Contract, all Notices required
or permitted under this Contract shall be given in writing and mailed by first class mail,
addressed as follows:

If to GLWA:
Chief Executive Officer
Great Lakes Water Authority
735 Randolph, Suite 1900
Detroit, Michigan 48226
Attention: General Counsel

If to Customer:
Mayor
City of Highland Park
12050 Woodward Avenue
Highland Park, MI 48203

cc: Water Department Director
City of Highland Park
12050 Woodward Avenue
Highland Park, MI 48203
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When Deemed Given. All Notices shall be deemed given on the day of post-marked
mailing. Any Notice given by a Party hereunder must be signed by an authorized
representative of such Party.

Special Mailing Requirements. Notwithstanding the requirement above as to the use of
first-class mail, Notices regarding change of address, termination, and any Notices required
by Sections 2.04, 7.02, 9.02, 9.03, 10.03, 12.01, 12.02, 15.03, 20.01, 20.02, shall be sent
by certified first-class mail, postage prepaid.

Notice to Trustee. Notices to the Trustee required by this Contract shall be sent to the
address identified in Exhibit F.

Article 17.
Industrial Waste Control Program

Customer agrees to abide by the requirements of the Industrial Waste Control Program as
set forth in Exhibit E, paragraph F. To the extent that Exhibit E obligates Customer in the
future to adopt any new or modified ordinance, rule, or regulation based upon a future
amendment to the City of Detroit’s Wastewater Discharge Control Ordinance or any
successor or similar ordinance, such amendment shall be consistent with the then-current
rules and regulations of the United States Environmental Protection Agency (“USEPA”)
and EGLE but may be more stringent than USEPA and EGLE rules and regulations.

Article 18.
Rights-of-Way

Assistance from Customer; Restoration. Customer shall assist GLWA to obtain permission
to use streets, highways, alleys, and/or easements within the Customer’s jurisdiction for
the purpose of constructing, maintaining, and operating wastewater disposal facilities to
adequately service the Customer’s jurisdiction and other areas. In the event of such
construction, GLWA shall request Customer to execute such separate instruments granting
rights-of-way in its streets, highways, and alleys as may be reasonably required by GLWA.
GLWA shall restore all existing structures and/or improvements laying in the right-of-way
of construction to as good a condition as before the construction took place. As
contemplated by this paragraph, any such facilities existing on or before December 31,
2015, shall remain under the ownership of the City of Detroit as leased to GLWA, and any
new facilities constructed on or after January 1, 2016, shall be owned by GLWA and in no
case shall either the existing or new facilities be operated or maintained by any entity other
than GLWA or its authorized representatives.

Relocation of Facilities. Should future construction by any federal, state or county agency
require relocation of a wastewater interceptor, System Meter or other System facility, the
cost incurred by GLWA for such relocation, if not reimbursed by the agency requiring the
relocation, will be allocated in future charges as a common-to-all cost to all System users
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for the relocation of a common-to-all facility, or as a customer-specific cost to a specific
customer or customers for the relocation of a customer-specific facility.

Easements. Subject to the provisions of Section 18.01 and to the extent that Customer has
jurisdiction, GLWA shall be granted temporary and permanent easements, and shall be
permitted to use the streets, alleys, and highways within Customer’s legal jurisdiction for
the purpose of constructing, operating, and maintaining the System. This consent by
Customer is given in compliance with Article 7, Sec. 29 of the Michigan Constitution of
1963, provided that GLWA shall provide Customer with a written explanation of the type
of easement required and the duration thereof.

Article 19.
Miscellaneous

Enforceability. If any provision of this Contract or its application to any person or
circumstance shall to any extent be invalid or unenforceable, the remainder of this Contract
shall not be affected and shall remain valid and enforceable to the fullest extent permitted
by law.

Integration. This Contract, including the exhibits attached hereto, contains the entire
agreement between the Parties regarding the Services and all prior negotiations and
agreements are merged into this Contract. No Party has made any representations
regarding the subject matter of this Contract except those expressly set forth in this
Contract.

Headings. The headings of the sections of this Contract are for convenience only and shall
not be used to construe or interpret the scope or intent of this Contract or in any way affect
the same.

Governing Law. This Contract and all actions arising under it shall be governed by, subject
to, and construed according to the law of the State of Michigan.

Execution of Contract. This Contract may be executed in any number of originals, any one
of which shall be deemed an accurate representation of this Contract. Promptly after the
execution of this Contract, GLWA shall provide a copy to Customer.

Benefits to Inure. The rights and benefits under this Contract shall inure to the benefit of
and be binding upon the Parties, their agents, successors, and assigns.

Third-Party Beneficiaries. Pursuant to the terms of its Lease with GLWA, the City of
Detroit is an acknowledged third-party beneficiary of this Contract as the owner of the
System, and this Contract shall not be construed to benefit any persons other than GLWA,
the City of Detroit and Customer.

Drafting. This Contract shall be deemed to be mutually drafted.
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Recital Paragraphs. The recital paragraphs set forth in the preamble of this Contract are
incorporated in and made a part of the Contract.

Article 20.
Charges

Charges. Customer agrees to pay for all Services supplied by GLWA at such charges as
GLWA may establish. Charges shall be reasonable in relation to the costs incurred by
GLWA for the provision of the Services. GLWA shall give written Notice of any changes
in the charges. Notice shall be made in accordance with Section Se of Public Act 279 of
1909, Michigan Compiled Laws, Sec. 117.5¢e, as amended (“Act 279”) or other applicable
federal court orders.

Notification of Charges. As soon as possible in the charge-making process, GLWA shall
provide information on proposed charges and the draft data and information used in the
calculation of proposed charges in a format that will enable Customer to assist in the
charge-making process. Not less than thirty calendar days prior to the hearing required by
Act 279 or other applicable federal court orders, GLWA shall provide Customer with
written Notice of a proposed charge and the underlying data used to calculate the charge.
GLWA shall meet with Customer to review the charge and the data. GLWA shall provide
Customer, upon written request, a copy of the charge notebook containing the detailed
tabulations supporting the establishment of the final charges for the next charge year and
the look back adjustments.

Disclosure of Rate Information by Customer. Each year, Customer will disclose to its
customers information related to its local rates and other charges, and information
regarding what portion of those costs is related to charges from GLWA and/or other major
service providers.

Estimate of Usage. Once twelve (12) months of quality metering data is available to project
estimated annual sewerage flows, GLWA charges to Customer shall be based on that data
and future data. Until such data is available, GLWA shall base its charges on analyses of
Flow from Customer using complete Customer-Owned Meter information provided to and
accepted by GLWA, water sales data of Customer’s water customers including wholesale,
retail, commercial, and industrial if applicable, and/or other relevant data and best available
information in accordance with Section 5.02, including System Meter data.

If any Customer-Owned Meter experiences any failure, outage, or other technical issue,
including any failure to correctly measure the quantity of wastewater transmitted by
Customer for any period of time, GLWA shall provide a reasonable estimate of the quantity
of wastewater generated by Customer for such period provided that there is a reasonable
basis for the estimate. Customer and GLWA shall, either through their respective technical
representatives and/or the One Water Partnership, seek agreement upon a method to
estimate such quantities. If the Parties are unable to agree upon a method to estimate such
quantities, GLWA’s determination of a method shall be conclusive, and Customer agrees
to accept the estimate established by GLWA.
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Charge-Making Terms. The charge-making terms set forth in Exhibit E attached hereto,
as may be revised by GLWA from time to time and approved by the Board, are
incorporated into and made a part of this Contract. Further, GLWA agrees to provide to
Customer an updated description of the methodology for charge-making utilizing the most
recent cost of service studies as may be updated by GLWA in its sole discretion from time
to time, and as may be modified and approved by the Board. The charge methodology
documents referred to in this paragraph and any updates thereto shall be provided to
Customer via posting on the GLWA website.

A. Effective January 1, 2024, GLWA shall provide a settlement credit of $60,000.00 per
month to Customer on its sewage charge until June 30, 2024, subject to the following:

(1) Customer may fully participate in the GLWA share and charge process for
fiscal year 2025, and

(1))  Beginning July 1, 2024, Customer shall receive the lesser of (a) the fiscal year
2024 sewage charges and credit, or (b) the fiscal year 2025 sewer share and
resulting charges, and

(ii1)  The settlement credit shall terminate no later than June 30, 2025.

Accounting of Project Expenses. GLWA recognizes that Customer’s allocation of charges
and rates to its customers may vary depending upon the nature, location and purpose of the
particular project carried out by GLWA. Accordingly, when requested by Customer in
writing, GLWA shall provide reasonable information to assist Customer in the accounting
of expenses for a specified project.

Article 21.
Intentionally Omitted

(Signatures appear on next page)
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Accordingly, GLWA and Customer, by and through their duly authorized officers and
representatives, have executed this Contract.

City of Highland Park:
By:
Glenda McDonald
Its: Mayor
By:

Brenda Green, CMC
City Clerk

APPROVED BY
HIGHLAND PARK CITY COUNCIL ON:

Date

Great Lakes Water Authority:

By:

Its:

Suzanne R. Coffey, P.E.
Chief Executive Officer

APPROVED BY
GLWA BOARD OF DIRECTORS ON:

Date

APPROVED AS TO FORM BY
GLWA GENERAL COUNSEL ON:

Signature Date
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EXHIBIT A

Customer’s Service Area

This Exhibit contains the following information:

1. The corporate limits of Customer

2. The Service Area of Customer

3. Customer’s Maximum Allowable Flow Limit

4. The specific location of any Customer-Owned Meters, System Meters, and System Meter
vault(s)

5. The Points of Connection to the System

6. The designation/name of any Customer-Owned Meters and System Meters

7. The location of any Customer and System data acquisition equipment
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EXHIBIT E

Modified List of Relevant Charge-making Terms

A — Rate Making Process

1. User Charge System. Not less than every two years, GLWA shall review its User Charge
System to assure that it accomplishes the requirements set out in 40 C.F.R. §35.929-2(b).

2. Local User Charge System. Each wholesale customer agrees that it shall adopt and enforce,
each of its local governmental customers for sewage treatment and disposal services to adopt and enforce
rules and regulations to implement and maintain a revenue system whereby, as a minimum, the operation,
maintenance and replacement portion of GLWA’s charges are distributed proportionately to each user or
user class that is tributary to GLWA’s treatment works. The rules and regulations shall provide for
monitoring of commercial, governmental and industrial users and shall be consistent with the monitoring
rules and regulations of the City of Detroit. The GLWA shall have the right under said rules and regulations
to audit all monitoring activities including the right to perform monitoring tests itself to verify the accuracy
of monitoring results.

3. Future Charge-making Information.

a. Whenever GLWA undertakes any study which may result in the revision of charges to
its wholesale customers, it shall notify its wholesale customers and provide those customers, their agents,
consultants and attorneys, any final reports prepared in the course of such study and, upon written request,
any interim or preliminary reports, and meet with the contracting parties to explain and discuss the reports
being provided. When implementing any change in sewage treatment charges, the GLWA shall comply
with the applicable public participation requirements of 40 CFR Part 25, and MCL 117.5¢(b). The GLWA
shall hold a public hearing prior to the adoption of sewage treatment charges. No later than fifteen (15)
days prior to the GLWA’s hearing, and upon request, GLWA shall provide contract customers with the
charge report and supporting documents to be considered by the GLWA.

4. Commitment to Collaborative Process. GLWA shall establish and continue a customer
outreach and involvement process to facilitate a cooperative working partnership between GLWA and First
Tier Customers based on the free flow of information regarding financial conditions and operational
functions. The Steering Committee, with its subcommittees, is established as the forum in which discussion
and development of recommendations to GLWA regarding wastewater system operation, maintenance,
charges, and best practices occurs. The parties agree that the charge-making process will incorporate
guidance and input from the Steering Committee and its work groups.

B — Revenue Requirements

1. Revenue Requirements. Revenue requirements shall be based upon the finances required
to meet all operating, maintenance, capital requirements including debt financing and debt service coverage
required by bond covenant, ordinance, or GLWA policy, and any obligations imposed by law, and shall
reflect not only recent cost experience but also a recognition of the reasonably estimated future cost levels
during the period for which the charges are being established.

a. Operating and Maintenance Expenses of the System.

(i) Operating and maintenance expenses shall include replacement of process



equipment, accessories, or appurtenances which are necessary to maintain the capacity and performance
for which the treatment works is designed and constructed.

(i1) The charge for operation and maintenance expenses, including replacement, shall
include surcharges to be applied to discharges of individual users whose loadings of specified pollutants
exceed normal loadings. The GLWA shall specify the pollutants that may be surcharged and shall define
normal loading thresholds of each pollutant. The charge shall conform to Section 204(b) (1) (A) of Public
Law 92-500, as amended, and regulations of the United States Environmental Protection Agency, being 40
CFR 35.929 through 35.929-3.

b. Capital Financing. GLWA shall adopt a five-year financial plan and a five-year capital
improvement plan for the expansion, renewal and replacement of common use major capital assets and
improvements and shall update the plans at least bi-annually. The plans shall provide for the financing of
major capital assets and improvements with a mix of revenue bonds and revenue-financed capital designed
to accomplish the financial goals established by the GLWA, considering public water and sewer utility
financial benchmarks, including, without limitation, unrestricted net assets, charge stability, strong bond
ratings and a long-term goal of achieving reasonable debt service coverage levels and reasonable levels of
debt service as a percentage of total revenue.

c. Depreciation. To the extent that the “Cash Basis” of charge-making is applied in future
charges, revenue requirements shall not include a depreciation expense element, which, together with a rate
of return and provision for operation and maintenance expense, would generate revenues in excess of
system revenue requirements including coverage.

2. Amended Look-Back Process: Adjustments to Prospective Revenue Requirements.
GLWA shall review the differences in each class cost pool between the projected revenue requirement for
a charge year and the actual revenue requirement for that charge year to determine potential adjustments to
prospective allocations and budgets/revenue requirements for that cost pool according to the procedures set
forth in Attachment 1, Charge Simplification Recommendations, November 22, 2013. The purpose of this
review will be to avoid material deviations from the principles in Section D(1) below between projected
and actual revenue requirements over the medium term. To the extent that the GLWA determines that a
material variance exists in a cost pool, the GLWA may, at its discretion, modify prospective revenue
requirements in one or more subsequent charge years to eliminate the variance. Notwithstanding anything
in this Section B(2), GLWA’s current SHARES methodology and allocation is attached to this Contract as
Addendum A to Attachment 1. GLWA shall adhere to then-current SHARES methodology and allocation.
Addendum A is subject to change without requiring an amendment to this Contract.

3. Bad Debt Expense.

a. A “bad debt expense” is a delinquency by a GLWA customer that is classified as “bad
debt expense” pursuant to then applicable accounting procedures.

b. Quarterly, GLWA will provide to the wholesale customers current information on
individual delinquencies in payment of wholesale class bills. On or before January 1 each year, GLWA
will provide the wholesale customers a statement of the amount of wholesale bad debt expense to be
included in the prospective charges for each delinquent wholesale customer and the amount of bad debt
expense from prior charge years for each such delinquent customer.

c. GLWA shall review the differences between the projected bad debt expense assigned
to specific customer classes (noted below) in a charge year and the actual bad debt expense incurred for
that charge year. Any variance between the projected bad debt expense and the actual bad debt expense



incurred for that year shall be incorporated into the revenue requirement for the next-commencing charge
year to insure that revenue shortfalls due to nonpayment of sewer charges are recovered.

d. For purposes of this clause, specific customer classes are defined as:

Bad Debt Expense Responsible Customer Class

Detroit Retail Customers Detroit Retail Customers

Wholesale Contract Customers

Wholesale Contract Customers

Surcharge Customers

Surcharge Customers

Wayne County Hwy Drainage

Wayne County Hwy Drainage

Michigan DOT Hwy Drainage

Michigan DOT Hwy Drainage

SA Rl Fal Pl ISl o

Industrial Waste Control Industrial Waste Control

e. GLWA shall use all commercially reasonable efforts, which may include legal action,
to recover all delinquent wholesale billings before they are classified as bad debt expense and charged to
the wholesale customer class.

f. Delinquencies that have been classified as bad debt expense shall continue to be
charged against and shown on the delinquent wholesale customer’s bill until such time as the delinquency
is paid or released pursuant to subsection 3(g) below. Payments made by a wholesale customer with regard
to its delinquent accounts after they have been charged as a bad debt expense to the wholesale customer
class shall be credited to the wholesale customer class’ revenue requirement in the charge year following
such payment. Payments received from delinquent wholesale customers shall be applied to the oldest
unpaid invoice, whether or not the invoice has been classified as a bad debt expense.

g. GLWA shall not compromise, release or discharge part or all of its claims against a
wholesale customer when the delinquency has been charged as a bad debt expense against the wholesale
customer class without the consent of two thirds in number of the representatives of Wayne, Oakland and
Macomb Counties authorized to execute and carry out the terms of the Wastewater Disposal Services
Contract in the exercise of their commercially reasonable judgment.

h. If GLWA has not instituted legal action to collect a wholesale customer delinquency
after it has been charged to the wholesale customer class, at the request of one or more wholesale customers,
GLWA shall assign to the wholesale customer class (or such member(s) of that class who agree to pursue
such claims) that claims(s) against the delinquent wholesale customer on behalf of GLWA. If one or more
wholesale customers request that the right to prosecute a claim be assigned to them, GLWA shall notify all
wholesale customers of the requested assignment, the nature and amount of the claim, the party or parties
to whom the claim is assigned and that the other wholesale customers may have the right to appear or
intervene in the action. The customers who are assigned the claim shall pursue the claim using common
counsel. The wholesale customers that pursue such claims may recover their reasonable attorneys and other
expenses incurred in pursuing the claim(s) from the sums recovered with the balance of any recovery paid
over to GLWA for the benefit of the wholesale customer class. The wholesale customers to whom GLWA
has assigned its right to pursue a claim(s) on behalf of its wholesale customers shall not compromise, release
or discharge part or all of the claim(s) without the consent of two thirds in number of the representatives of
Wayne, Oakland and Macomb Counties as well as the GLWA Board of Directors, in the exercise of their
commercially reasonable judgment.

i. Any wholesale customer that through its delinquency has created a bad debt expense
to GLWA, regardless of whether that bad debt has been charged as an expense against the wholesale



customer class, shall not receive any charge benefits or credits pertaining to the wholesale class at large that
result from calculations under section B(2) so long as the delinquency creating the bad debt expense remains
unpaid or un-discharged.

j. The GLWA shall develop rules and procedures as necessary to implement and carry
out the provisions of article B(3) of this Exhibit E.

C — Payments to the City of Detroit

1. Payment for Indirect Benefits or Services. Following the computation of charges for
customers residing or located within the City of Detroit and customers residing or located without the City
of Detroit, such charges shall be further adjusted by deducting from the revenue requirement for customers
within the City of Detroit and added to the revenue requirement for customers without the City of Detroit
an amount determined as follows:

a. For the fiscal year 1979, the sum of $1 million. For each fiscal year thereafter, such
amount shall be increased by 5%, determined on a compounded basis. This adjustment is known as
“Adjustment A” in the charge protocol.

b. This payment shall be made and the charges so adjusted as a payment to reflect the
cost of indirect benefits or services provided by the City of Detroit to DWSD for common use facilities
within the City of Detroit, such as police and fire protection, the risk of tort liability, the loss of tax base
that the City loses as a result of the Department’s tax exemption, and the fact that the suburbs receive
sewage treatment without having to devote any of their land to a tax free utility.

c. In the event that the City of Detroit shall at any time hereafter render billings or
accounting statements for indirect services to the DWSD such as police and fire protection, risk of tort
liability, loss of tax base or any other type of contribution in lieu of taxes with the effect that such billings
or statements become part of the DWSD budget for charge-making purposes, then the amount of such
charges allocated or apportioned to the contracting customers shall be deducted from the amount
determined in subsection (a) above, and shall in no event exceed the amount determined pursuant to
subsection (a) above.

d. DWSD shall allocate the amount charged to the customers residing or located without
the City of Detroit for payment for indirect benefits and services set forth in subsections (a)-(c) in the same
manner in which it allocates treatment costs.

2. Payment for Direct Services.  DWSD may continue to include in its charges fees for
direct services which the City currently renders and bills to DWSD. Such “direct services” shall be limited
to the kind of services historically provided by offices, departments or agencies of the City of Detroit such
as various kinds of licenses and permits, electricity, steam, paving required by DWSD’s facilities or
projects, vehicles and rubbish pickup and those which were included in the DWSD budget for fiscal 1978.
No additional charges may be made for “direct services” provided by other additional city offices,
departments and/or agencies without the prior agreement of the contracting parties. Such agreement shall
not be unreasonably denied or delayed should it appear that the particular service or services result in a
legitimate, direct benefit to system and its customers.

D — Allocation of Costs of Service

1. Uniform Allocations of Costs Incurred. GLWA shall recover costs incurred by the System
by instituting charges which assign, allocate, and apportion such costs to all charge-payers on the basis of




principles uniformly applicable to all, it being the intention of the parties that such charges (whether
designed on the utility or cash basis) will, as nearly as is practical, recover from each customer class the
respective costs of providing service regardless of the charge-payer’s location. In particular:

a. If GLWA implements charges based upon a system of charging a percentage rate of
return on net asset or capital structure rate base, (through the use of the so-called utility basis of rate
making), there shall be no differential in the rate of return charged to customers residing or located within
the City of Detroit and customers located without the City of Detroit. Nothing herein contained shall
prohibit GLWA from designing its charges on the so-called cash basis.

b. Should GLWA use the cash basis to allocate capital costs in any future charge study,
the allocation of debt service costs to all customers or facilities shall be based upon the system weighted
average interest rate at the time.

c. GLWA shall use surcharges to recover incremental revenue requirements incurred in
treating sewage which, at the point of discharge, contains specified pollutants in concentrations exceeding
those of normal domestic sewage as defined by the GLWA.

d. All revenue requirements other than those revenue requirements recovered by
surcharges pursuant to subsection (1)(c) may be recovered by volume alone, or by volume and surcharges,
or by any method which provides a distribution of costs reasonably related to the service provided.

e. The parties’ current plan (at the time of this agreement) for achieving the principles set
forth in this Section is set forth in Addendum A to Attachment 1. Consistent with Section A(2) of this
agreement, the parties, by mutual agreement, may modify Addendum A to Attachment 1 to reflect new
information and approaches to achieving the principle set forth in this Section D(1).

2. DWSD Combined Sewer Overflow (Wet Weather Facilities).

a. Certain new wet weather facilities being constructed or to be constructed by GLWA to
alleviate combined sewer overflows from its wastewater transportation, conveyance and treatment system
contain or will contain wet weather flows generated from both inside and outside the City of Detroit.
GLWA shall charge customers within the City of Detroit 83% and customers outside the City of Detroit
17% of the capital costs and costs incurred in the operation and maintenance of such facilities. GLWA
shall allocate the 17% of such capital and operation and maintenance costs charged to customers outside
the City of Detroit consistent with Attachment 2, Agreement to Revise CSO Project List.

b. Attachment 2 provides a description of the new wet weather facilities, referred to in
subsection (2)(a) above, that are currently under construction or to be constructed by GLWA and their
estimated costs. Costs associated with improvements to facilities at the wastewater treatment plant, also
listed on Attachment 2, will continue to be allocated on a common-to-all basis. Costs associated with
Detroit-only projects, also listed on Attachment 2, will be charged to Detroit retail customers only. If
GLWA determines that it is reasonable, appropriate or necessary to construct additional wet weather
facilities in the future that will serve wet weather flows generated inside and outside of the City of Detroit,
each contract customer reserves the right to contest its respective allocation of costs.

E — Evaluation of Wastewater Flows

GLWA shall continue ongoing technical review of wastewater flows in the System to establish and
maintain wastewater contribution data that will support the proportional allocation of costs as set forth in
D(1). The parties agree that the wastewater flow elements of charge-making terms under prior agreements,



including the allocation of infiltration and inflow and the application of a uniform overflow credit are
accommodated in the sewer charge methodology set forth in Attachment 1. The scope of the ongoing
review is intended to encompass the types of evaluations traditionally conducted utilizing the Greater
Detroit Regional Sewer System (“GDRSS”’) model and related tools. The scope of ongoing review will be
established from time to time by the GLWA, after consultation with the Steering Committee and related
forums.

F — Industrial Waste Charges

1. GLWA may enter into agreements with local governmental units within Customer’s Service
Area for sewage treatment and disposal service as provided by GLWA to adopt and enforce, rules and
regulations pertaining to the use, design and construction of sewers, and the discharge of industrial or
commercial wastes into sewers, where such sewers are tributary to the treatment works owned by the City
of Detroit and leased, operated and maintained by the GLWA. Such rules and regulations shall be consistent
with and at least as stringent as all applicable provisions of the pertinent ordinances adopted by the City of
Detroit, these being Chapter 56, Article I, and Chapter 56, Article III, of the Municipal Code of the City of
Detroit as they may be adopted and amended from time to time. In the event any municipality or other
governmental unit fails to adopt a required ordinance, or fails to diligently enforce the same, GLWA shall
take appropriate action which may include suit in an appropriate court of general jurisdiction alleging such
municipality’s failure to adopt or enforce an ordinance. Should the court find, following a hearing on the
merits, that the allegations in GLWA’s petition are true, the parties agree that such court may, in such
instance, grant appropriate injunctive relief against said municipality or any individual discharger located
there, terminate the municipality’s contractual right to discharge waste waters into the System and/or to
grant GLWA such other relief as may be appropriate under the circumstances. These actions shall enable
GLWA to:

a. Deny or condition new or increased contributions of pollutants or changes in the nature
of pollutants, to the waste collection system by Industrial Users and Significant Industrial Users. The terms
“Industrial Users” and “’Significant Industrial Users” shall mean those users defined in Section 56-3-58.1(a)
of Chapter 56, Article III, Division 3 of the Municipal Code of the City of Detroit and as may be amended
from time to time.

b. Require compliance with applicable current future National Pretreatment Standards
and other more restrictive requirements as may be imposed by GLWA promulgated by the U.S. EPA under
the Federal Water Pollution Control Act, 33 U.S.C. 1251 et seq.

c. Control, through permit, contract order, or similar means, the contribution to the waste
collection system by Industrial Users and Significant Industrial Users to ensure compliance with subsection
(b) above.

d. Require the development of compliance schedules by Industrial Users and Significant
Industrial Users for the installation and facilities required to meet applicable National Pretreatment
Standards and other more restrictive requirements as may be imposed by GLWA.

e. Require the submission of notices and self-monitoring reports from Industrial Users
and Significant Industrial Users to assess and assure compliance with National Pretreatment Standards and
other more restrictive requirements as may be imposed by GLWA.

f. Carry out all inspection, surveillance and monitoring procedures necessary to
determine, independent of information supplied by Industrial Users and Significant Industrial Users,
compliance or noncompliance with applicable National Pretreatment Standards and other more restrictive



requirements as may be imposed by GLWA. The parties recognize that GLWA may contract with qualified
parties to carry out the inspection, surveillance and monitoring procedures of this paragraph.

g. Seek injunctive relief for noncompliance with National Pretreatment Standards and
other more restrictive requirements as may be imposed by GLWA.

h. Require Industrial Users and Significant Industrial Users to install containment
facilities to protect the treatment works from accidental spills of critical or hazardous materials.

2. Contract Amendment for Industrial Waste Control.

a. GLWA may enter into agreements with municipalities in Customer’s Service Area to
embody or incorporate the provisions that assure uniformity throughout the GLWA wastewater treatment
system as required by applicable federal statutes and regulations.

b. GLWA’s wastewater contracts shall be amended to include:
i. A process of diligent and uniform enforcement and implementation of the
ordinances, rules and regulations to be adopted pursuant to Section IV(9) of the 1980 Settlement

Agreement.

ii. A process to pass through to industrial customers’ amounts billed with respect to
such customers for sewage surcharges and industrial cost recovery charges.

iii. Such provisions as are required to establish delegated or cooperative authority or

procedures for inspection, monitoring, measurement, surveillance, enforcement and dispute resolution, with
respect to prohibited discharges, sewage surcharges and industrial cost recovery charges.

(Attachments 1 and 2 and Addendum A to Exhibit E follow this page)
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CHARGE SIMPLIFICATION RECOMMENDATIONS




TO: Board of Water Commissioners
FROM: Rate Simplification Work Group
DATE: November 22, 2013

SUBJECT: Rate Simplification Recommendations

EXECUTIVE SUMMARY
1. The Why and What of Rate Simplification

The Rate Simplification Work Group (“Group”) was charged with reccommending a
simplified approach to estimate each customer’s relative share of the sewer system’s common-to-
all revenue requirements while maintaining the present level of fairness and accuracy of the
share estimates, improving transparency and revenue predictability, but requiring less time and
effort.

Accordingly, the Group recommends three proposals to simplify the rate-setting process.
The proposals will be implemented in the FY 2014-15 rates.

Before the end of the FY 2016-17 rate year, the Sewer Steering Committee will evaluate
the implementation of the proposals and recommend adjustments as may be deemed necessary.

DWSD will continue to monitor the flow and cost data used in allocating common-to-all
revenue requirements to insure that the data and the processes/equipment used to generate the
data are valid and accurate and to correct material errors when detected. These efforts are
necessary and will continue whether or not the simplification proposals are implemented.

2. Simplified Allocation of Common-To-All Costs

For more than a decade, each Tier 1 customer’s share of the common-to-all revenue
requirement has been remarkably stable, notwithstanding that there have been significant
changes in demographics and economic conditions. Furthermore there appears to be a consensus
among customers that the overall allocation of the revenue requirement has been fair.

It is proposed that the allocation of common-to-all revenue requirements be simplified as
follows:

e Each Tier 1 customer’s “Share” expressed as a percentage of the DWSD
common-to-all revenue requirements for an agreed-upon future multi-year “Rate
Period” will be based on its average share of system revenue requirements for an
agreed-upon prior period. The first Rate Period will be three years beginning FY
2014-15. The Work Group is still evaluating the period to be used to establish
shares for the first Rate Period.

e Differences between the projected revenue requirement for a rate year and the
actual revenue requirement for that year may be made up by adjusting revenue



requirements in a subsequent rate year as decided by the Board. However,
differences between the amounts of bad debt estimated in the budget and actual
bad debt will be incorporated into the revenue requirement for a subsequent rate
year to insure that revenue shortfalls due to nonpayment of sewer charges are
recovered.

e The rate protocols used to calculate Shares will not be changed during a Rate
Period.

e Each customer’s share of the system revenue requirement will be billed in
monthly installments.

e Shares may be adjusted during a Rate Period if a customer can demonstrate a
material change in shares has occurred.

e The current “Look Back” process will not be continued after FY 2013-14.

3. Simplified Flow Balancing

Over half of the flow reaching the Wastewater Treatment Plant is not measured through
customer wastewater billing meters and, therefore, is not directly attributable to any specific
customer based on wastewater meter data. DWSD and its customers developed procedures to
estimate these flows and to remove from the rate allocation process some flows that do not reach
the wastewater treatment plant.

The Group recommends a simplified approach to allocate flows between customers with
billing meters and the unmetered customers Detroit plus Highland Park and Hamtramck and
other small unmetered customers. The simplified flow balance process is designed to
accomplish the same flow allocation as the more complex procedures presently used.

4. Simplified Estimates of Cost Pools

DWSD’s costs are accumulated into several cost pools reflecting costs for certain types
of wastewater services because use of these services varies by customer class (Detroit retail
specific, suburban wholesale specific, industrial specific, CSO-related, sanitary and stormwater).

The Group recommends that for the first Rate Period, operating costs in the cost pools
will be approximated as the best estimate of costs for the Rate Period. Capital costs will
continue to be allocated to cost pools based on DWSD’s fixed asset database. At the end of the
first Rate Period, the quality of DWSD cost accounting will be evaluated with the objective of
revisiting the best method to allocate costs to the cost pools for rate setting purposes.



DETAILED DESCRIPTION OF RECOMMENDATIONS
1. The Why and What of Rate Simplification

The Rate Simplification Work Group was charged with recommending a simplified
approach to estimate each customer’s relative share of the sewer system’s common-to-all
revenue requirements while maintaining the present level of fairness and accuracy of the share
estimates, improving transparency and revenue predictability, but requiring less time and effort.

During the Group’s work, it became clear that other aspects of the rate setting process
could be simplified. A proposal to simplify the presently complex process of allocating
unmetered flows in the system among customers has been developed. Likewise the Work Group
proposes that the process of grouping of costs into the costs pools that are allocated among
different customer classes should be simplified.

Accordingly, the Group recommends three significant proposals to simplify the rate-
setting process.

The recommendations will be implemented in the FY 2014-15 rates. They will remain in
place through the FY FY2016-17 rate year. Before the end of the FY 2016-17 rate year, the
Sewer Steering Committee will evaluate the implementation of the following recommendations
and recommend adjustments as may be deemed necessary.

The Group recommends continuing activities to monitor the flow and cost data used in
allocating common-to-all revenue requirements to insure that the data and the
processes/equipment used to generate the data are valid and accurate and to correct material
errors when detected. These efforts are necessary and will continue whether or not the
simplification proposals set forth below are implemented.

2. Summary of the Recommended Approach for Rate Simplification

Each customer’s charge for common-to-all sewer services is a function of two
components: the sewer system’s total revenue requirement and each customer’s relative share
(“Share”) of that revenue requirement based on its relative volume and flow characteristics.
Because much of the flow in the system does not pass through billing meters, a complicated
methodology to allocate “unmetered” flow has been developed and is currently employed.
Further, because the costs to treat wastewater flow depend on flow characteristics, other
protocols are used to develop costs pools for various types of transport and treatment costs. The
recommendations below seek to simplify each of these processes.

(@ Historical Stability of Customers’ Relative Shares of Revenue Requirements

The key to the rate simplification recommendations is that for more than a decade, each
Tier 1 or wholesale customer’s share of the total sewer revenue requirement has been remarkably
stable, notwithstanding that there have been significant changes in demographics and economic
conditions and revisions to the rate-setting protocols.

Figure 1 shows each Tier 1 customer’s share of “allocation volume” for the period 2008
to 2012 and the average over that period. Allocation volume is the principal measure on which



“common-to-all” costs (those costs all customers share) are allocated. This measure is coupled
with the characteristics of sanitary and non-sanitary flow and the pollutant strength of each to
determine each customer’s final share of common-to-all costs.

Figure 2 shows each Tier 1 customer’s share of common-to-all revenue requirements
over the same period using the FY 2011-12 rate protocols.

In both figures, it can be seen that annual deviations from the long term average are
minor with very limited exception.

There is a consensus among customers that the overall allocation of the revenue
requirement has been fair. Furthermore, when a customer has identified data that is in error,
questioned the proper attribution or accounting for costs, or challenged an aspect for the rate
protocols, DWSD and the customers have worked successfully to reach a consensus on a
resolution.

The take-away has been that the allocation of revenue requirements could be greatly
simplified by allocating revenue requirement based on “historical” shares so long as there are
processes to:

e Adjust historical shares to reflect any material changes in use of the wastewater
system over time, and

e Address any errors in flow data, correct any inaccuracies in aggregation or
allocation of costs to customer classes, and review any rate protocol that appears
to stray from the underlying principle that customers should bear a proportional
share of system costs based on their use.

The Group believes that the recommendations below are an appropriate way to allocate
costs consistent with historical practices while incorporating those protections.

(b) Simplified Calculation of Common-to-All Shares

At present, the calculation of each customer’s common-to-all revenue requirement is
performed before each rate year begins, using detailed budget and flow projections. After the
close of the rate year, a Look Back is performed in which the detailed calculations are repeated
to true up customers’ charges based on audited financials and actual flow. The calculations rely
on complex technical analyses, approximations and assumptions to produce “best estimates” of
volume and flow characteristics for each customer. Analyses of these rate protocols have
demonstrated that although they demand substantial time and effort in their calculation, they
result in only approximate estimates of each customer’s use of or demand on the DWSD’s
system. Further, when considered as a proportionate share of the total system revenue
requirement, each customer’s estimated relative share of the common-to-all revenue requirement
has been fairly constant over the past 10 years, notwithstanding demographic changes and
changes in the rate protocols.

To simplify the calculation of Shares, the Group recommends:



Each wholesale customer’s percentage “Share” of the DWSD sewer system’s
common-to-all revenue requirement for an agreed-upon future multi-year “Rate
Period” will be based on its average share of system revenue requirements for an
agreed-upon prior period.

The first Rate Period will be three years from FY 2014-15 through FY 2016-17.

Shares for the first Rate Period were developed as described in Exhibit 1, The
Foster Group, Memorandum, “Initial Rate Period SHARES” (November 22,
2013).

Although the length of the second Rate Period will be determined later during
evaluation of the first Rate Period, the initial expectation of most group members
is to establish subsequent Rate Periods of five-years duration.

Each year during a Rate Period, DWSD will establish annual budgets and annual
common-to-all revenue requirements for all customers. Thus, although a
customer’s Share will remain the same during a Rate Period, its annual common-
to-all revenue requirement during the Rate Period will go up or down as DWSD’s
annual common-to-all budget goes up or down.

Differences between the projected revenue requirement for a rate year and the
actual revenue requirement for that year may be made up by adjusting revenue
requirements in one or more subsequent rate years. This will be an annual Board
policy decision based on the Board’s current financial plan.

o However, differences between the amounts of bad debt estimated in the
budget and actual bad debt will be incorporated into the revenue
requirement for a subsequent rate year to insure that revenue shortfalls due
to nonpayment of sewer charges are recovered.

The rate protocols used to calculate Shares will not be changed during a Rate
Period.

Changes in Shares will be adjusted during the Rate Period only to the extent that
the Steering Committee approves interim adjustments.

o If, during a Rate Period, a customer demonstrates to the satisfaction of the
Steering Committee that its flows will or have changed materially during
that Rate Period, the Steering Committee will recommend to the Board
adjustments to all customers’ Shares during that Rate Period. Exhibit 2 is
the process for reviewing and acting on requests for changes in shares.

» In a similar fashion, if there is a reason to change the allocation of
CSO/wet weather costs, DWSD and its customers will engage in a
process to reallocate.



e During the Rate Period, meters will continue to be maintained, meter data will
continue to be collected, and the data will be monitored at least annually for any
apparent permanent trends in relative shares.

e Before the beginning of a Rate Period, customer Shares will be updated as
necessary to take into consideration any changes in relative shares among
customers during the immediately preceding Rate Period.

e Each customer’s share of the system revenue requirement will be billed in
monthly installments.

o The default approach will be 12 equal installments, but winter and summer
seasonal factors will be developed at customer request.

e The current “Look Back” process will not be continued after FY 2013-14.
Exhibit 1 sets forth the Base Shares for Detroit retail and all wholesale customers.

() Simplified Calculation of “Suburban Common-to-All Revenue Requirements

Costs for metering and customer outreach are allocated only to suburban wholesale
customers based on relative flow. The relative flow percentages for each suburban wholesale
customer are set forth in Exhibit 1. All other provisions of rate simplification for common-to-all
revenue shall apply to these costs as well.

(d  Allocation of CSO Costs

There will be no change in the allocation of costs associated with DWSD’s CSO
program. The CSO allocation shares are set forth in Exhibit 1.

(e) Simplified Flow Balancing

Over half of the flow reaching the Wastewater Treatment Plant is not measured through
customer wastewater billing meters and, therefore, is not directly attributable to any specific
customer based on wastewater billing meter data. The flows originating within Detroit come
from unmetered retail customers. The local sewer systems in Highland Park, Hamtramck, parts
of Dearborn are interconnected with Detroit’s system or are otherwise unmetered, preventing
customer-specific metering of those flows. Finally downstream from customer billing meters
there is infiltration and in-flow (I/I) into the shared trunk and interceptor sewers that is
unmetered in terms of contributions from specific customers.

DWSD and its customers developed procedures to estimate these unmetered flows and to
remove from the rate allocation process some flows that do not reach the wastewater treatment
plant. The practical net effect of this allocation process is to attribute some unmetered flow to
Detroit, Highland Park and Hamtramck and several small wholesale customers (collectively
“Detroit+ Flow”), and to attribute the balance of the unmetered flow (“Common Flow”), to all
customers pro rata.



To simplify the allocation of unmetered flows, the Group recommends:

4]

Common Flow (aka the »Z Factor”) as an average percentage of total flow will be
estimated based on a review of historical data. For the first Rate Period, the Z
Factor will be calculated as the average Z Factor in effect during for FY 2007-08
through FY 2011-12.

Common Flow will be excluded when computing Shares.

Shares will be computed as fractions of the sum of billing meter flows plus
Detroit+ Flow.

Detroit+ Flow will be allocated among Detroit, Hamtramck, Highland Park and
all other unmetered customers based on estimated retail water sales or some other
basis as determined by DWSD.

Simplified Estimates of Cost Pools

DWSD’s costs are accumulated into several cost pools reflecting costs for certain types
of wastewater services because use of these services varies by customer class (Detroit retail
specific, suburban wholesale specific, industrial specific, CSO-related, sanitary and stormwater).

It has been challenging to accurately accumulate many of DWSD’s non-capital costs into
distinct cost pools.

As DWSD implements new finance and accounting systems, accurate cost accumulation
should improve.

To simplify the development of cost pools, the Group recommends:

e

For the first Rate Period, cost pools will be based on the best estimate of relative
cost pools for FYFY 2015 to FY 2017 3-14. The common-to-all costs is
comprised on a flow-based sub-pool for those common-to-all costs that vary with
flow and a strength of flow-based cost pool for those common-to-all costs that
vary with both flow and strength of flow. For the common-to-all cost pool, 47%
of these costs will be attributed to the flow-based common-to-all cost sub-pool
and 53% will be attributed to the strength of flow common-to-all cost sub-pool.

CSO-related costs that will be allocated on the 83%/17% Detroit/suburban
wholesale split shall be budgeted and tracked as accurately as possible

At the end of the first Rate Period, the quality of DWSD cost accounting will be
evaluated with the objective of revisiting the best method to allocate costs to the
cost pools for rate setting purposes.

Capital revenue requirements will continue to be assigned to cost pools based on
DWSD’s fixed asset records.

Rate Simplification Pro Forma



Exhibit 3, The Foster Group, Memorandum, Rate Simplification Pro Forma (November
22, 2013) sets forth the hypothetical calculations of how the rate simplification recommendations
would have been applied to the projected FY 2013-14 revenue requirements had the Base Shares
set forth in Exhibit 1 been in effect.

3. Activities to Insure the Accuracy of Flow and Cost Data
(a) Flows

Presently the Flow Monitoring Task Force is charged with overseeing the accuracy of
meters and data validation. This activity will continue as before. A stronger emphasis will be
placed on determining whether any customer’s underlying flow characteristics have changed (as
distinguished from normal variations due to climatological conditions). The rate simplification
approach will reduce the level of effort for activities related to cost allocation (e.g., flow balance)
and may permit a reduction in the amount or frequency of data validation activities.

Data verification will be performed annually.

While a detailed cost allocation procedure will not be performed annually, DWSD and
the wholesale customers will develop flow-based measure(s) to compare how annual shares track
against the historical average being used for the Rate Period. If a significant trend is found,
communication to all customers for future rate planning will occur.

As the rate simplification process was nearing completion, the Detroit retail
representatives requested a further evaluation of strength of non-sanitary flow. This topic will be
given further study during the initial Rate Period with the results incorporated in the allocation
for the next Rate Period as appropriate.

(b) Costs

The tracking of costs by cost center and customer class is an activity that has been
challenging. DWSD has several initiatives underway to improve cost tracking and allocation for
a variety of management purposes, not only rate setting. DWSD is committed to continue these
efforts as part of its overall program to improvement financial planning and accounting. The
proposal to simplify the allocation of cost pools should help streamline this effort.

There are a number of open issues related to the accounting for or classification of certain
costs:

e Customer outreach costs,
e Customer connect interceptor costs, and
e Classification of capital assets to customer classes.

Resolution of these issues will not affect or be affected by the above rate simplification
recommendations. Efforts to resolve these issues will continue as part of ongoing rate committee
activities.
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TEL: (913)345-1410 CELL: (913) 530-6240

Fax: (913)345-1640 BFOSTER@FOSTERGROUPLLC.COM

MEMORANDUM

Initial Rate Period SHARES November 22, 2013

Updated February 7, 2014
To: Sue McCormick, Nickie Bateson

From: Bart Foster

The intent of this memorandum is to provide final recommendations regarding the SHARES
by which to allocate costs to customers and compute recommended FY 2014-15 sewer rates
under the Rate Simplification Proposal. It is our understanding that all of the major county
districts (and a few individual community customers) have reviewed and approved these
SHARES, and that processes are in place for review with representatives other suburban
customers. Under the terms of the Rate Simplification Proposal, these SHARES will be used
to allocate “common-to-all” costs to customers, and (absent changes for extraordinary
events') will remain constant for the initial Rate Period, which includes FY 2015-16 and FY

2016-17.

The Look-Back Committee has deliberated on this topic for close to a year, and there are
numerous documents that have been produced regarding this matter. All of these documents
are published on the DWSD portal, many of which are incorporated by reference into this
recommendation.

Subsequent to initial publishing of this document, additional data emerged for two
communities that resulted in revised SHARE calculations. This memorandum, including
the accompanying exhibits, has been edited to reflect the revised calculations, which were
finalized in February 2014 and produced the sewer rates that were subsequently approved
by the Board of Water Commissioners.

Background and General Philosophy

The DWSD Sewer Rate Methodology has always allocated revenue requirements to
customers based on a cost of service principles. The traditional methodology is designed to
proportionally allocate cost responsibility, based fundamentally on the wastewater volumes
(flows) contributed by each customer. Over the years the basic methodology was modified
to also reflect the type of flow that was contributed (dry weather vs. wet weather, sanitary vs.
infiltration, etc.) and the relative pollutant loadings of each type of flow. These elements

! The Rate Simplification Proposal lays out a specific process by which customers can seek modifications to
SHARES within a Rate Period, which requires demonstration of a material change to the Steering Committee.
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were introduced to reflect the varying treatment costs associated with different types of
wastewater contributions. In recent years the technical efforts to analyze and determine
flows have grown increasingly complex, yet the overall relative cost responsibility for each
customer did not materially change from year to year.

The core philosophy toward implementing the Rate Simplification Proposal centers around
its first initiative: “Simplified Calculation of SHARES”. This premise focuses on establishing
simplified SHARES by which to assign the portion of the DWSD revenue requirement that is
to be allocated as “common to all” customers. Initial efforts towards determining such
SHARES focused on reviewing each customer’s relative share actually experienced in recent
years, and using a historical average of these individual annual amounts to use for future rate
calculations. The individual SHARES would be locked in for a designated, multi-year Rate
Period.

As the Committee’s deliberations progressed, it became apparent that the quality of recent
data did not adequately support a direct application of unadjusted “historical average” share
calculations. The Committee concluded that the increased complexity of flow balancing
efforts was not providing the level of precision and confidence that it was intended to
produce on the relative flows by source, and therefore customers. In part, the old approach
relied on imprecise definitions of “dry days” and “wet days” to attempt to assign flow types,
which led to confusing conclusions. More pertinently, it became apparent that the existing
flow balance protocols for allocating contributed flow volumes to sanitary and non-sanitary
sources dramatically overstated the sanitary portion, and understated the non-sanitary
portion. As these relative flow types have a material impact on cost allocation, the
Committee concluded that historical data produced from the existing flow balance efforts did
not produce reliable historical averages to use for future rates. This realization launched the
emergence of the second Rate Simplification initiative: “Simplified Flow Balancing’.

The premise of simplified flow balancing involves estimating the level of total flow
contributed to the wastewater treatment plant that is reasonably considered “common”, and
therefore the responsibility of all customers, and remove it from the flow balance equatlon
This common flow was defined as “Z” and it is estimated by establishing a “Z Factor”
reflecting the relative percentage of total WWTP flow that is to be considered “common”.

The simplified approach eliminates:
e The need to separate dry weather and wet weather flows; and therefore the need to

apply individual overflow credits to individual customer’s wet weather flow
amounts;

e The prior approach’s attempts to assign extraneous “common” DWII flows to
individual customers.

? Basically, Z is removed from the allocation “pie” and is discarded for purposes of computing SHAREs. Since
all customers would basically be allocated a proportional allocation of “Z” there is no need to include this
element in SHARE calculations, as relative SHARESs would not change.
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Rather, the new simplified flow balance approach consists of:
» Starting with overall reported WWTP flow (W);

« Subtracting the “Common” flow (Z) based on the agreed to Z Factor;

« Subtracting the metered flow (M) from the metered customer communities. The
metered flow for these communities now becomes their total allocation volume, and
does not need to be adjusted in any manner.

+ The remaining flow is allocated to the unmetered communities (primarily Detroit),
who are collective referred to as D+ for purposes of the Rate Simplification Proposal.

The final aspect of the new approach is to assign individual community flows to sanitary and
non-sanitary portions, so that relative pollutant loadings can be computed to reflect the
strength of flow concept in the cost allocation methodology. The Committee, through the
Flow Balance Task Force, collected and reviewed substantial amounts of data to achieve a
better understanding of the relative sanitary flows within each community. The protocol that
emerged was to estimate each community’s sanitary flows based on reported water sales
during a “winter quarter” — so as to eliminate high season water use from the equation.

The simplified flow balance approach was utilized to produce alternative historical data
points and individual annual shares. Several approaches for applying these two initiatives to
recent data were developed and reviewed by the Committee. The recommendation that has
emerged for determining initial Rate Period SHARES is summarized below, described
herein, and illustrated in the exhibits accompanying this memorandum.

Major Customer SHARES

So as to avoid anomalies associated with smaller customers, the Committee initially focused
on “major” customer classifications in evaluating SHARES. The SHARES that emerged are
summarized below.

OMID

BRouge Valley
O0akland GWK

@ Evergreen Farmington
NE Wayne Co

Other Metered

OD+
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These SHARES were determined utilizing the a three step approach:

Step 1 — Determine a reasonable estimate for historical “Z” factor using the old flow balance
protocol, but recognizing new understandings regarding “best available data”. (see pages 2
through 4)

Step 2 — Apply the historical “Z” factor to the historical data set, using the new Simplified
Flow Balancing protocol to determine effective annual Shares for each major customer for
each year from FY 2007-08 through FY 201 1-12*. (see pages 5 through 7).

Step 3 — Establish the initial Rate Period SHARES as the average of the annual shares for the
five-year period. (see page 8)

Specifics regarding the calculations conducted for each of these steps are noted below.

Step 1 — Determine Historical Z
« Start by accumulating the flow data that was used in the LBA calculations for each

year in the study period.
« Adjust these data points to reflect “best available data”, including:
o Remove the effects of “Rate Model Averaging” from the data. Certain of the
original data points were 5-year averages of DWII and wet weather volumes.
The Committee believed that eliminating this approach from the data set
would produce a better depiction of annual data points.
o Revise the originally reported WWTP flow downward by 12 mgd to reflect
revised estimates of recycle flow.
o Estimate the impact of the prior bullet on the original flow balance, and reflect
accordingly. This effectively changes the DWII allocated to the D+ class.
o Rebalance the sanitary / non-sanitary allocations of each communities
resulting flow based on the findings of the FBTF.
o Apply the newest estimated overflow credit of 15% to all years in the period.
(Original data points were 30.8% through FY 2010-11)
+ Re-compute “allocation volumes” for M and D+ using these revised data points.
« Subtract M and D+ from W to result in Z.
« Compute effective annual Z Factors and a weighted average Z factor for the 5-year
period, which equals 14.87%.

3 This period was selected because it aligned with the “5-Year LBA” period that the LBA Committee was
originally formulated to address. While the Committee also review data for prior periods and preliminary data
for FY 2012-13, those periods were not included in the historical averages as the prior periods had not received
as much scrutiny and the data for FY 2012-13 is unaudited and/or incomplete.
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Step 2 — Compute Annual Shares Under Simplified Protocol
« Rebuild allocation volumes using the new protocol

o For M class, simply equals metered volume, unadjusted
o Apply average Z Factor of 14.87% to reported (and adjusted) W (WWTP
volume) for each year.
o D+thenequals W-M-Z
« Allocate total allocation volumes into sanitary and non-sanitary portions based on the
findings of the FBTF
«  Allocate relative pollutant loadings to each customer, maintaining the assumption that
non-sanitary flows are 1/3" the relative strength of sanitary flows
+ Compute individual customer volume and pollutant shares
« Apply relative flow/pollutant CTA revenue requirement split to arrive at annual
shares for each customer.

Step 3 — Establish Initial Rate Period SHARES
« Simply compute an average of the five individual annual shares.

Small Customer SHARES

Once the Committee achieved consensus on the SHAREs for large, major customers,
analyses were conducted to assess the applicability of this approach for smaller customers.
In effect there are two separate sets of “small” customers — those with metered wastewater
that make up the “other metered” major class discussed above, and those that do not have
metered connections that are included in the D+ class above. It was acknowledged that
relatively minor change in absolute shares could have an absolute dollar impact that would
not be material to a large customer, but that could significantly impact smaller customers.
Also, there was some concern that the underlying data (such as the estimates of sanitary
volumes) may not have been as thoroughly vetted as that for the larger customers.

Several alternative approaches for small customer SHAREs were explored, discussed, and
analyzed. The Committee concluded that the most prudent approach was to:

e Treat the “small” metered communities in the same manner as the major metered
class. (see pages 9 and 10)
o Uniformity in approach was a priority amongst the Committee.
e Treat all of the D+ communities as a singular class, and establish SHAREs that
change uniformly from existing shares.
o Recognizes that much of the data for the small D+ customers is difficult to
differentiate from Detroit — thus the original grouping.

As we reviewed the resulting small customer SHAREs, it became evident that two
modifications to this general approach were appropriate:
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+ The two metered Dearborn districts were consolidated into a single SHARE.
o Reflects the difficulty in aligning water use (used to assign sanitary flows)
within the Dearborn service area.
o Reflects Dearborn’s signaled desire to consolidate several of their districts
anyway.
o SHAREs for Dearborn were reviewed and modified after the original
publication of this memorandum.
« Grosse Pointe Farms was removed from the D+ class and effectively treated as an
anomaly in the M class.
o Grosse Pointe Farms was unmetered for a large portion of the historical data
period, but became metered during FY 2011-12.
o The initial Grosse Pointe Farms SHARE was reviewed and modified after the
original publication of this memorandum.

The Committee recognizes that many of the “small” customers have not been actively
involved in the deliberative process and established a process by which to invite their review
and input prior to finalizing initial Rate Period SHAREs. This process resulted in the
modifications for Dearborn and Grosse Pointe Farms noted above.

Summary
Recommended Initial Rate Period SHAREs for all customers are set forth on Page 1 of the

attached exhibits. These SHAREs were utilized to development of the FY 2014-15 sewer
rates and the accompanying aspects of the Rate Simplification Proposal.

We are available to discuss this matter at your convenience.



Sewer Rate Simplification - Summary Initial Rate Period SHARES

Major County Systems
OMID

Rouge Valley

Oakland GWK
Evergreen Farmington
NE Wayne Co

Subtotal

Other Metered Customers
Allen Park

Center Line

Dearborn East & West
Farmington

Grosse Pointe Park
Melvindale

M’ Subtotal

Grosse Pointe Farms
M’ Total

M Total

D+ Customers

Dearborn E. (Storm Only)
Dearborn N.E.

Grosse Pointe
Hamtramck

Harper Woods

Highland Park

Small Districts

Detroit

D+ Subtotal
TOTAL SHARES

Page 1

1) 2) (3) €y
Status Quo Recommend  Relative Chg Relative % Chg
FY 2014 Rates Simplified Avg 2)-) 3)/(1)
16.305% 16.183% -0.122% -0.7%
13.321% 12.693% -0.628% -4.7%
10.608% 10.428% -0.180% -1.7%
7.952% 7.393% -0.559% -7.0%
5.553% 5.501% -0.052% -0.9%
53.739% 52.198% -1.541% -2.9%
0.146% 0.154% 0.008% 5.5%
0.229% 0.212% -0.017% -7.4%
3.763% 4.015% 0.252% 6.7%
0.252% 0.254% 0.002% 0.8%
0.346% 0.374% 0.028% 8.1%
0.332% 0.316% -0.016% -4.8%
5.068% 5.325% 0.257% 5.1%
0.677% 0.566% -0.111% -16.4%
5.745% 5.891% 0.146% 2.5%
59.484% 58.089% -1.395% -2.3%
0.061% 0.063% 0.002% 3.3%
0.310% 0.321% 0.011% 3.5%
0.186% 0.192% 0.006% 3.2%
0.778% 0.805% 0.027% 3.5%
0.052% 0.054% 0.002% 3.8%
1.096% 1.134% 0.038% 3.5%
0.053% 0.055% 0.002% 3.8%
37.980% 39.287% 1.307% 3.4%
40.516% 41.911% 1.395% 3.4%
100.000% 100.000% 0.000% 0.0%
TFG
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Sewer Rate Simplification - Summary of Recommended SHARES
Including Supporting Cost Pool Shares

Metered Customers
OMID

Rouge Valley
Oakland GWK
Evergreen Farmington
NE Wayne Co

Allen Park

Center Line

Dearborn East & West
Farmington

Grosse Pointe Park
Melvindale

Grosse Pointe Farms

M Total

Detroit + Unmetered

Dearborn E. (Storm Only)

Dearborn N.E.
Grosse Pointe
Hamtramck
Harper Woods
Highland Park
Small Districts
Detroit

D+ Total
Total

Suburbs in D+
Detroit

(M

SHARE
~(2) & (3)

16.18%
12.69%
10.43%
7.39%
5.50%
0.15%
0.21%
4.02%
0.25%
0.37%
0.32%

58.09%

0.06%
0.32%
0.19%
0.81%
0.05%
1.13%
0.06%
39.29%

100.00%

2.62%
39.29%

THE FOSTER GROUP

) 3) C))
r Share Details | Suburban
Flow Pollutants Wholesale Only
~(2)

14.28% 17.50% 24.90%
11.90% 13.24% 20.75%
10.17% 10.60% 17.73%
6.86% 7.76% 11.96%
5.43% 5.54% 9.47%
0.14% 0.16% 0.24%
0.19% 0.23% 0.33%
3.86% 4.12% 6.73%
0.24% 0.26% 0.41%
0.36% 0.39% 0.62%
0.29% 0.33% 0.51%
0.59% 0.55% 1.03%
54.31% 60.68% 94.69%
0.09% 0.05% 0.15%
0.41% 0.32% 0.71%
0.23% 0.21% 0.40%
1.03% 0.84% 1.80%
0.06% 0.06% 0.11%
1.18% 1.07% 2.06%
0.05% 0.05% 0.08%
42.65% 36.73%

45.69% 39.32% 5.31%
100.00% 100.00% 100.00%
3.04% 2.59% 5.31%
42.65% 36.73% 0.00%

TFG
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Sewer Rate Simplification - Sample Share Calculations
Historical Data Points Modified for Original WWTP Vols, New Recycle Flow Estimates
Flow Balance Task Force Recommendations and Related "Best Available” Data

Metered Flow

OMID

Rouge Valley

Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
Balance = (D+ +Z)

Total WWTP Flow
M% of Total

Allocation Volume

Sanitary Volume
OMID

Rouge Valley

Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+

Subtotal Allo Volume
System "Z" Volume

Total

Local DWII

OMID

Rouge Valley
Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+

Subtotal Allo Volume
System "Z" Volume

Total

Page 2

I

Historical Data

2008 2009 2010 2011 2012
Mcf Mcf Mcf Mcf Mcf
4,103,454 4,491,406 3,907,695 3,799,596 3,727,240
3,382,764 3,671,128 3,041,654 3,363,061 3,269,196
2,883,453 3,188,621 2,404,934 2,958,988 2,891,656
2,042,275 2,154,256 1,725,742 1,872,225 1,851,461
1,422,601 1,698,509 1,296,673 1,611,703 1,618,773
1,471,581 1,554,845 1,275,774 1,404,618 1,430,021
15,306,127 16,758,765 13,652,472 15,010,191 14,788,347
17,341,335 18,107,794 15,947,075 18,880,501 19,364,359
32,647,463 34,866,560 29,599,546 33,890,692 34,152,706
46.9% 48.1% 46.1% 44.3% 43.3%
2,225,973 2,225,973 2,225,973 2,225,973 2,225,973
1,528,344 1,528,344 1,528,344 1,528,344 1,528,344
1,132,238 1,132,238 1,132,238 1,132,238 1,132,238
911,944 911,944 911,944 911,944 911,944
577,355 577,355 577,355 577,355 577,355
672,431 672,431 672,431 672,431 672,431
7,048,284 7,048,284 7,048,284 7,048,284 7,048,284
3,186,963 3,186,963 3,186,963 3,186,963 3,186,963
10,235247 10,235,247  10,235247 10,235,247 10,235,247
0 0 0 0 0
10,235247 10,235,247  10,235247 10,235,247 10,235,247
1,340,329 1,707,547 1,565,674 1,211,546 1,139,190
1,083,730 1,056,230 1,036,517 1,044,697 950,832
807,242 835,865 742,368 687,017 619,685
607,687 600,969 602,234 647,286 626,522
414,867 414,573 378,019 360,477 367,547
359,806 345,644 325,348 302,965 329,424
4,613,662 4,960,828 4,650,161 4,253,988 4,033,200
5,277,929 5,266,190 5,513,446 5,329,958 5,696,933
9,891,591 10,227,018 10,163,607 9,583,945 9,730,133
0 0 0 0 . 0
9,891,591 10,227,018 10,163,607 9,583,945 9,730,133
TFG
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Sewer Rate Simplification - Sample Share Calculations
Historical Data Points Modified for Original WWTP Vols, New Recycle Flow Estimates
Flow Balance Task Force Recommendations and Related "Best Available” Data

System DWII
OMID

Rouge Valley
Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+

Subtotal Allo Volume
System "Z" Volume

Total

Wet Weather Flow
OMID

Rouge Valley
Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total

D+

Subtotal Allo Volume
System "Z" Volume
Total

Overflow Credit

Net Wet Weather Flow
OMID

Rouge Valley

Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+

Subtotal Allo Volume
System "Z" Volume

Total

Page 3

| Historical Data ]
2008 2009 2010 2011 2012
Mcf Mcf Mef Mcf Mef
0 0 0 0 0
0 0 0 0 0
53,701 55,016 57,283 56,385 63,697
92,911 94,929 96,931 79,665 89,996
21,388 21,680 20,856 6,357 7,181
9,499 9,729 10,112 9,808 11,079
177,499 181,354 185,182 152,215 171,953
1,207,529 1,237,000 1,287,187 1,271,157 1,430,803
1,385,028 1,418,354 1,472,369 1,423,372 1,602,756
4,549,636 5,460,328 2,578,994 6,007,989 5,968,573
5,934,663 6,878,683 4,051,363 7,431,361 7,571,329
537,152 557,886 116,048 362,077 362,077
770,690 1,086,554 476,793 790,020 790,020
943,973 1,220,518 530,328 1,139,733 1,139,733
522,644 641,344 211,564 312,996 312,996
430,379 706,582 341,299 673,872 673,872
439,344 536,770 277,995 429,222 428,165
3,644,182 4,749,653 1,954,026 3,707,920 3,706,863
4,104,008 4,104,008 4,104,008 4,104,008 4,076,662
7,748,190 8,853,661 6,058,034 7,811,928 7,783,526
0 0 0 0 0
7,748,190 8,853,661 6,058,034 7,811,928 7,783,526
15.0% 15.0% 15.0% 15.0% 15.0%
456,579 474,203 98,640 307,766 307,766
655,087 923,571 405,274 671,517 671,517
802,377 1,037,441 450,779 968,773 968,773
444,247 545,142 179,830 266,046 266,046
365,822 600,594 290,104 572,791 572,791
373,442 456,254 236,296 364,839 363,941
3,097,554 4,037,205 1,660,922 3,151,732 3,150,834
3,488,407 3,488,407 3,488,407 3,488,407 3,465,163
6,585,961 7,525,612 5,149,329 6,640,139 6,615,997
0 0 0 0 0
6,585,961 7,525,612 5,149,329 6,640,139 6,615,997
TFG
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Sewer Rate Simplification - Sample Share Calculations
Historical Data Points Modified for Original WWTP Vols, New Recycle Flow Estimates
Flow Balance Task Force Recommendations and Related "Best Available” Data

Subtotal Non-Sanitary
OMID

Rouge Valley

Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+

Subtotal Allo Volume
System "Z" Volume

Total

Total Allocation Volume
OMID

Rouge Valley

Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+

Subtotal Allo Volume
System "Z" Volume

Total
Effective "Z"

Weighted 5-year average Effective "Z"

Page 4

[ Historical Data
2008 2009 2010 2011 2012
Mcf Mcf Mcf Mcf Mcf
1,796,908 2,181,750 1,664,315 1,519,312 1,446,955
1,738,817 1,979,801 1,441,791 1,716,214 1,622,349
1,663,320 1,928,321 1,250,429 1,712,175 1,652,155
1,144,845 1,241,040 878,995 992,997 982,564
802,078 1,036,847 688,980 939,624 947,519
742,748 811,628 571,756 677,611 704,444
7,888,715 9,179,387 6,496,266 7,557,934 7,355,987
9,973,865 9,991,597 10,289,039 10,089,522 10,592,899
17,862,580 19,170,985 16,785,305 17,647,456 17,948,886
4,549,636 5,460,328 2,578,994 6,007,989 5,968,573
22,412,216 24,631,313 19,364,299 23,655,445 23,917,459
4,022,881 4,407,723 3,890,287 3,745,285 3,672,928
3,267,160 3,508,145 2,970,135 3,244,558 3,150,693
2,795,558 3,060,559 2,382,667 2,844,413 2,784,393
2,056,789 2,152,983 1,790,939 1,904,941 1,894,508
1,379,432 1,614,202 1,266,334 1,516,979 1,524,873
1,415,179 1,484,059 1,244,187 1,350,042 1,376,875
14,936,999 16,227,671 13,544,550 14,606,218 14,404,271
13,160,828 13,178,560 13,476,002 13,276,485 13,779,862
28,097,827 29,406,232 27,020,552 27,882,703 28,184,133
4,549,636 5,460,328 2,578,994 6,007,989 5,968,573
32,647,463 34,866,560 29,599,546 33,890,692 34,152,706
13.9% 15.7% 8.7% 17.7% 17.5%
14.87%
TFG
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Sewer Rate Simplification - Sample Share Calculations

Alternative LBA SHARE Calculations Modified for Simplified Approach
** 7=14.87%

CTA Rev Req't

CTA Revenue Req't Split

(Flows in Mcf, Loadings in Ibs)

Page 5

Volume
Strength
TOTAL

Metered Flow

OMID

Rouge Valley
Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
Balance = (D+ + Z)

Total
M% of Total

Allocation Volume

Sanitary Volume
OMID

Rouge Valley
Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+

Subtotal Allo Volume
System "Z" Volume

Total

Non-Sanitary

OMID

Rouge Valley
Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+

Subtotal Allo Volume
System "Z" Volume **

Total

THE FOSTER GROUP

Look-Back Data |
2008 2009 2010 2011 2012
270,367,870 282,307,711 262,509,268 324,651,788 328,280,488
35.8% 42.1% 36.0% 42.6% 45.9%
64.2% 57.9% 64.0% 57.4% 54.1%
100.0% 100.0% 100.0% 100.0% 100.0%
4,103,454 4,491,406 3,907,695 3,799,596 3,727,240
3,382,764 3,671,128 3,041,654 3,363,061 3,269,196
2,883,453 3,188,621 2,404,934 2,958,988 2,891,656
2,042,275 2,154,256 1,725,742 1,872,225 1,851,461
1,422,601 1,698,509 1,296,673 1,611,703 1,618,773
1,471,581 1,554,845 1,275,774 1,404,618 1,430,021
15,306,127 16,758,765 13,652,472 15,010,191 14,788,347
17,341,335 18,107,794 15,947,075 18,880,501 19,364,359
32,647,463 34,866,560 29,599,546 33,890,692 34,152,706
46.9% 48.1% 46.1% 44.3% 43.3%
2,225,973 2,225,973 2,225,973 2,225,973 2,225,973
1,528,344 1,528,344 1,528,344 1,528,344 1,528,344
1,132,238 1,132,238 1,132,238 1,132,238 1,132,238
911,944 911,944 911,944 911,944 911,944
577,355 577,355 577,355 577,355 577,355
615,385 615,385 615,385 615,385 615,385
6,991,238 6,991,238 6,991,238 6,991,238 6,991,238
3,139,007 3,139,007 3,139,007 3,139,007 3,139,007
10,130,245 10,130,245 10,130,245 10,130,245 10,130,245
0 0 0 0 0
10,130,245 10,130,245 10,130,245 10,130,245 10,130,245
1,877,481 2,265,433 1,681,722 1,573,624 1,501,267
1,854,420 2,142,784 1,513,310 1,834,717 1,740,852
1,751,215 2,056,383 1,272,696 1,826,750 1,759,418
1,130,331 1,242,313 813,798 960,281 939,517
845,246 1,121,154 719,318 1,034,348 1,041,418
856,196 939,460 660,389 789,233 814,636
8,314,889 9,767,527 6,661,233 8,018,953 7,797,109
9,346,345 9,782,735 8,405,431 10,700,592 11,145,479
17,661,234 19,550,263 15,066,665 18,719,545 18,942,587
4,855,984 5,186,052 4,402,637 5,040,902 5,079,873
22,517,218 24,736,315 19,469,301 23,760,447 24,022,461
TFG
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Sewer Rate Simplification - Sample Share Calculations

Alternative LBA SHARE Calculations Modified for Simplified Approach
** 7=14.87%

(Flows in Mcf, Loadings in lbs)

Page 6

[ Look-Back Data |
2008 2009 2010 2011 012
Total Allocation Volume
OMID 4,103,454 4,491,406 3,907,695 3,799,596 3,727,240
Rouge Valley 3,382,764 3,671,128 3,041,654 3,363,061 3,269,196
Oakland GWK 2,883,453 3,188,621 2,404,934 2,958,988 2,891,656
Evergreen Farmington 2,042,275 2,154,256 1,725,742 1,872,225 1,851,461
NE Wayne Co 1,422,601 1,698,509 1,296,673 1,611,703 1,618,773
Other Metered 1,471,581 1,554,845 1,275,774 1,404,618 1,430,021
M Total 15,306,127 16,758,765 13,652,472 15,010,191 14,788,347
D+ 12,485,352 12,921,742 11,544,438 13,839,599 14,284,485
Subtotal Allo Volume 27,791,479 29,680,508 25,196,910 28,849,790 29,072,832
System "Z" Volume 4,855,984 5,186,052 4,402,637 5,040,902 5,079,873
Total 32,647,463 34,866,560 29,599,546 33,890,692 34,152,706
Effective "Z" 14.9% 14.9% 14.9% 14.9% 14.9%
Volume Allocation Shares
OMID 14.8% 15.1% 15.5% 13.2% 12.8%
Rouge Valley 12.2% 12.4% 12.1% 11.7% 11.2%
Oakland GWK 10.4% 10.7% 9.5% 10.3% 9.9%
Evergreen Farmington 7.3% 7.3% 6.8% 6.5% 6.4%
NE Wayne Co 5.1% 5.7% 5.1% 5.6% 5.6%
Other Metered 5.3% 5.2% 5.1% 4.9% 4.9%
M Total 55.1% 56.5% 54.2% 52.0% 50.9%
D+ 44.9% 43.5% 45.8% 48.0% 49.1%
Total 100.0% 100.0% 100.0% 100.0% 100.0%
Loadings Allocation (BOD)
Total Loadings 239,742,200 236,396,400 239,268,900 - 154,896,900 141,046,400
Total Strength - mg/1 118 109 130 73 66
Non-San / San Ratio 33.3% 33.3% 33.3% 33.3% 33.3%
Weighted Adj Influent Split
Sanitary 10,130,245 10,130,245 10,130,245 10,130,245 10,130,245
Non-Sanitary 7,504,989 8,244,614 6,489,118 7,919,357 8,006,686
Total 17,635,234 18,374,859 16,619,363 18,049,602 18,136,931
Sanitary % 57% 55% 61% 56% 56%
Non-Sanitary % 43% 45% 39% 44% 44%
Sanitary Loadings 137,715,625 130,327,720 145,845,094 86,935,078 78,780,394
Non-Sanitary Loadings 102,026,575 106,068,680 93,423,806 67,961,822 62,266,006
Total Loadings 239,742,200 236,396,400 239,268,900 154,896,900 141,046,400
Sanitary Strength 218 206 231 138 125
Non-Sanitary Strength 73 69 77 46 42
Allocated Strength 126 116 139 78 70
Total Strength 118 109 130 73 66
TFG
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Sewer Rate Simplification - Sample Share Calculations
Alternative LBA SHARE Calculations Modified for Simplified Approach

Total Loadings (BOD)
OMID

Rouge Valley
Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+

Subtotal Allo Loadings
System "Z" Loadings

Total
Effective "Z"

Pollutant Allocation Shares

(Flows in Mcf, Loadings in Ibs)

** 7=14.87%

Page 7

OMID

Rouge Valley

Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+
Total

SHARES

OMID

Rouge Valley

Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+
Total

Look-Back Data |
2008 2009 2010 2011 2012

38,767,944 38,351,725 40,117,094 23,603,732 21,202,108
29,179,537 28,850,667 29,265,207 18,363,669 16,397,823
23,327,047 23,384,195 22,407,880 14,941,605 13,365,529
17,519,001 17,059,350 17,034,275 10,572,744 9,527,179
11,678,699 12,235,269 11,763,835 7,913,243 7,189,290
12,245,319 11,945,440 12,028,587 7,538,510 6,897,227
132,717,548 131,826,645 132,616,878 82,933,503 74,579,156
85,021,961 82,332,097 85,525,888 57,544,946 53,300,257
217,739,509 214,158,742 218,142,766 140,478,448 127,879,413
22,002,691 22,237,658 21,126,134 14,418,452 13,166,987
239,742,200 236,396,400 239,268,900 154,896,900 141,046,400

9.2% 9.4% 8.8% 9.3% 9.3%
17.8% 17.9% 18.4% 16.8% 16.6%
13.4% 13.5% 13.4% 13.1% 12.8%
10.7% 10.9% 10.3% 10.6% 10.5%
8.0% 8.0% 7.8% 7.5% 7.5%

5.4% 5.7% 5.4% 5.6% 5.6%

5.6% 5.6% 5.5% 5.4% 5.4%
61.0% 61.6% 60.8% 59.0% 58.3%
39.0% 38.4% 39.2% 41.0% 41.7%
100.0% 100.0% 100.0% 100.0% 100.0%
16.7% 16.7% 17.4% 15.3% 14.9%
13.0% 13.0% 12.9% 12.5% 12.1%
10.6% 10.8% 10.0% 10.5% 10.2%
7.8% 7.7% 7.5% 7.1% 7.0%

5.3% 5.7% 5.3% 5.6% 5.6%

5.5% 5.4% 5.4% 5.2% 5.2%
58.8% 59.4% 58.4% 56.0% 54.9%
41.2% 40.6% 41.6% 44.0% 45.1%
100.0% 100.0% 100.0% 100.0% 100.0%

TFG
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OMID

Rouge Valley
Oakland GWK
Evergreen Farmington
NE Wayne Co

Other Metered

M Total
D+
Total

Sewer Rate Simplification - 5-Year Average Share Calculations

Look-Back Data

Page 8

5-Year
2008 2009 2010 2011 2012 Average
16.7% 16.7% 17.4% 15.3% 14.9% 16.2%
13.0% 13.0% 12.9% 12.5% 12.1% 12.7%
10.6% 10.8% 10.0% 10.5% 10.2% 10.4%
7.8% 7.7% 7.5% 7.1% 7.0% 7.4%
5.3% 5.7% 5.3% 5.6% 5.6% 5.5%
5.5% 5.4% 5.4% 5.2% 5.2% 5.3%
58.8% 59.4% 58.4% 56.0% 54.9% 57.5%
41.2% 40.6% 41.6% 44.0% 45.1% 42.5%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
TFG
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Sewer Rate Simplification - Sample Share Calculations
Alternative LBA SHARE Calculations Modified for Simplified Approach

Page 9

(Flows in Mcf, Loadings in lbs) ** Z=14.87%
L

Look-Back Data |
2008 2009 2010 2011 2012
Unbundle Other METERED
Metered Flow
Allen Park 38,220 39,252 34,382 42,616 41,950
Center Line 57,160 60,825 36,128 57,072 55,629
Dearborn East 507,432 529,147 480,415 489,313 486,046
Dearborn West 607,632 652,945 513,399 567,568 590,981
Farmington 68,050 75,344 57,180 71,087 64,081
Grosse Pointe Park 112,129 108,704 83,776 91,841 104,248
Melvindale 80,958 88,628 70,494 85,121 87,086
M’ Subtotal 1,471,581 1,554,845 1,275,774 1,404,618 1,430,021
Allocation Volume
Sanitary Volume
Allen Park 20,115 20,115 20,115 20,115 20,115
Center Line 28,407 28,407 28,407 28,407 28,407
Dearborn East 240,100 240,100 240,100 240,100 240,100
Dearborn West 214,277 214,277 214,277 214,277 214,277
Farmington 30,272 30,272 30,272 30,272 30,272
Grosse Pointe Park 43,334 43,334 43,334 43,334 43,334
Melvindale 38,881 38,881 38,881 38,881 38,881
M’ Subtotal 615,385 615,385 615,385 615,385 615,385
Non-Sanitary Volume
Allen Park 18,105 19,137 14,267 22,501 21,835
Center Line 28,753 32,418 7,721 28,665 27,222
Dearborn East 267,332 289,047 240,315 249,213 245,946
Dearborn West 393,355 438,668 299,122 353,291 376,704
Farmington 37,778 45,072 26,908 40,815 33,809
Grosse Pointe Park 68,795 65,370 40,442 48,507 60,914
Melvindale 42,077 49,747 31,613 46,240 48,205
M’ Subtotal 856,196 939,460 660,389 789,233 814,636
Volume Allocation Factor
Allen Park 0.14% 0.13% 0.14% 0.15% 0.14%
Center Line 0.21% 0.20% 0.14% 0.20% 0.19%
Dearborn East 1.83% 1.78% 1.91% 1.70% 1.67%
Dearborn West 2.19% 2.20% 2.04% 1.97% 2.03%
Farmington 0.24% 0.25% 0.23% 0.25% 0.22%
Grosse Pointe Park 0.40% 0.37% 0.33% 0.32% 0.36%
Melvindale 0.29% 0.30% 0.28% 0.30% 0.30%
M?° Subtotal 5.30% 5.24% 5.06% 4.87% 4.92%
TFG
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Sewer Rate Simplification - Sample Share Calculations
Alternative LBA SHARE Calculations Modified for Simplified Approach

¥ 7=14.87%

Page 10

(Flows in Mcf, Loadings in 1bs)
I

Look-Back Data
2008 2009 2010 2011 2012
Total Loadings (BOD)
Allen Park 355,489 340,344 358,057 236,982 213,026
Center Line 516,459 504,468 446,024 325,771 291,473
Dearborn East 4,475,332 4,328,361 4,609,873 2,773,295 2,504,687
Dearborn West 4,695,296 4,637,713 4,520,284 2,849,382 2,642,791
Farmington 582,707 582,724 564,945 376,529 323,051
Grosse Pointe Park 900,818 837,806 817,941 510,625 494,886
Melvindale 719,219 713,524 711,463 465,925 427,314
M° Subtotal 12,245,319 11,945,440 12,028,587 7,538,510 6,897,227
Pollutant Allocation Shares
Allen Park 0.16% 0.16% 0.16% 0.17% 0.17%
Center Line 0.24% 0.24% 0.20% 0.23% 0.23%
Dearborn East 2.06% 2.02% 2.11% 1.97% 1.96%
Dearborn West 2.16% 2.17% 2.07% 2.03% 2.07%
Farmington 0.27% 0.27% 0.26% 0.27% 0.25%
Grosse Pointe Park 0.41% 0.39% 0.37% 0.36% 0.39%
Melvindale 0.33% 0.33% 0.33% 0.33% 0.33%
M’ Subtotal 5.62% 5.58% 5.51% 5.37% 5.39%
SHARES
Allen Park 0.15% 0.15% 0.15% 0.16% 0.16%
Center Line 0.23% 0.22% 0.18% 0.22% 0.21%
Dearborn East 1.97% 1.92% 2.04% 1.86% 1.83%
Dearborn West 2.17% 2.18% 2.06% 2.00% 2.05%
Farmington 0.26% 0.26% 0.25% 0.26% 0.24%
Grosse Pointe Park 0.41% 0.38% 0.36% 0.34% 0.37%
Melvindale 0.32% 0.32% 0.31% 0.32% 0.32%
M Subtotal 551% 5.44% 5.35% 5.15% 5.18%
TFG
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PROCESS TO ADDRESS CUSTOMER’S REQUEST FOR INTERIM SHARE CHANGE
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Process To Address Customer’s Request For Interim Share Change.

A customer may request interim re-evaluation of its Share during a Rate Period when the
following five conditions have been established:

1. The customer knows with reasonable certainty that its flows will change or have
changed;

2. The change in flow can be predicted or measured with reasonable certainty;

3. There is a date when it is reasonably likely that the change of flow will or did
occur;

4. The cause of the change in flow is not likely to be one that affects most other
customers similarly; and

5. The change in flow is likely to cause a material change in the customer’s Share.

A customer makes a request for re-evaluation of Shares by providing a written
submission to the Sewer Steering Committee with documents and analyses that substantiate the
five conditions have been met.

Whenever an increase in service area occurs, the customer whose service area is
increased shall provide a submission to the Steering Committee that provides an estimate of the
flow likely to be generated from the increased service area.

Within 30 days of receipt of either a written request and its supporting submission or a
submission associated with a change in service area, the Steering Committee shall refer the
submission to an appropriate subcommittee/work group for evaluation.

The subcommittee shall expeditiously review the submission. If there is disagreement
with the data or analyses presented by the customer, the subcommittee will work with the
customer as necessary to reach agreement upon data and analyses on which a final determination
can be made.

In the case of a request, the customer requesting the re-evaluation has the burden of
establishing that the five conditions for re-evaluation have been satisfied. In the case of a change

in service area:

e ALTERNATIVEI: the subcommittee has the burden to establish that the
change in service area will result in a material increase in the customer’s Share.

e ALTERNATIVE II: the customer increasing its service area has the burden to
establish that the change in service area will not result in a material increase in the
customer’s Share

Following the analyses of the material submitted, the subcommittee shall submit a
recommendation to the Steering Committee either to make adjustments to all customers’ Shares



and the amounts of such adjustments, to deny the request, or to determine that the increase in
service area dos not justify a change in Share.

Final Review and Approval

The Steering Committee shall review the subcommittee’s recommendation and can
request further evaluation by the subcommittee, reject the recommendation, or refer the
recommendation on to the Board.

Following Steering Committee action on the subcommittee recommendation, it shall
forward the recommendation to the Board for action. If the recommendation to the Board is
opposed by the requesting customer or by the customer whose service area has increase, that
customer may file a position paper supporting its view to the Board before the Board acts.

Timing of Adjustments

If the change in Share is the result of an increased service area or the result of a request
for re-evaluation that was made before the expected change occurs, the revised Share shall be
effective upon the occurrence of the change of flow. If the change will occur in the middle of a
rate year, the subcommittee can recommend that the impact be prorated over the rate year if it
determines that is appropriate. When the customer requests a re-evaluation after the conditions
have already changed, any adjustments in Shares shall occur beginning in the rate year following
receipt of the request for re-evaluation.

Challenges by Another Customer

If another customer (the “Challenger”) concludes that a customer received a new source
of flow but did not inform the Steering Committee and request a re-evaluation of Shares, the
Challenger may initiate a request for re-evaluation of the customer’s share by submitting
information showing that the above five factors have been met.
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THE FOSTER GROUP

P.O. BOX 26282 THE FOSTER GROUP, LLC

LEAWOOD, KS 66225 BART FOSTER, PRESIDENT

TEL: (913)345-1410 CELL: (913) 530-6240

FAX: (913)345-1640 BFOSTER@FOSTERGROUPLLC.COM

MEMORANDUM

Rate Simplification Pro Forma November 22,2013

To:  Sue McCormick, Nickie Bateson
From: Bart Foster

The intent of this memorandum is to present a “pro forma™ calculation of Sewage Disposal
Fund cost allocations and rate structure under the principles and approaches established by
the Rate Simplification Proposal. As we have noted in prior discussions on this matter,
implementation of the Rate Simplification Proposal will effectively streamline the
documentation of sewer rate calculations into five simple tables. The attached pro forma
illustrates these calculations.

For purposes of this illustration, we’ve assumed a hypothetical revenue requirement and
preliminary cost pool assignments. These elements will be finalized for FY 2014-15 as the
Department’s budget and financial plan gets developed over the next two months. The
SHAREs included in this illustration reflect the final recommendations of the Look-Back
Committee and we do not anticipate any changes.

Inputs to the simplified pro forma rate calculation illustrated in the attached exhibit are
highlighted in yellow. All other figures are calculated based on the simple calculations
described herein.

A. Revenue Requirements. Total operating expense and capital revenue requirements
are developed from the Department’s financial plan and become the baseline
“revenue requirement from rates” for the calculations. Operating expense will
emerge from the Department’s budget request. Capital revenue requirements consist
of debt service on bonded indebtedness, capital improvements financed by revenues,
and amounts necessary to establish and maintain reserve funds.

o The figures in this version of the pro forma are hypothetical pending
finalization of the FY 2014-15 financial plan. These figures will be updated
each year in the Rate Period to reflect annual financial plans.

B. Revenue Requirement Allocation Factors.  This approach embraces and
implements the “Simplified Estimates of Cost Pools” element of the Rate



Rate Simplification Pro Forma November 22, 2013
Page 2

Simplification Proposal. Allocation factors are developed based on historical averages
and adjusted for estimable changes in cost structure to assign the revenue
requirements developed in Part A to the costs pools necessary to allocate revenue
requirements to customers.

«  The figures in this version of the pro forma are preliminary and may change
subtly as the FY 2014-15 financial plan is finalized. The Look-Back
Committee has developed SHARES (see Part D) that are indicative of an
overall common-to-all (“CTA”) revenue requirement split of approximately
47% based on volume and approximately 53% based on pollutants. The
relative factors in columns 9 and 10 have been (and will be) designed to
produce that relative split. (See Part C).

C. Revenue Requirement Cost Pool Allocation. Simply applies the allocation factors
in Part B to the revenue requirements in Part A to assign costs to cost pools.
« Note that the relative CTA split in footnote b is 47% volume / 53% pollutants,
as targeted by the allocation factors presented in Part B.

D. SHARES. Represents initial Rate Period SHARES (in Column 1) established by the
parties for CTA revenue requirements. The CSO facility Shares are consistent with
the 1999 Rate Settlement Agreement. Columns 6 and 7 illustrate relative Flow and
Pollutant Shares, which are used to compute overall SHARES.

o The Suburban Wholesale Cost Pool Shares in Column 3 are determined based
on the relative (of the suburban total) Flow Shares shown in Column 6. Costs
in this cost pool are not related to the wastewater treatment plant and
therefore not allocable based on relative pollutant loadings.

E. Allocation of Revenue Requirements / Design of Fixed Charges. Simply applics
the SHARES from Part D to allocate revenue requirements in each cost pool to each
customer. Totals individual cost pool allocations to determine total revenue
requirement for each customer and calculates a fixed monthly charge for each
customer.

»  Note that the rate structure for the Detroit retail class will continue to consist
of both fixed and commodity charges.

We trust that this information provides an effective, executive summary description and
illustration of the Rate Simplification Proposal and we are prepared to present this
information to policy makers and stakeholders.
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