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Why Are We Here ?

To Protect an Investment !



COMPARING RATES

• DO NOT Compare to Neighboring Communities

– Different Type of Treatment

– Larger grant / loan & interest, when financed



YOUR WATER SYSTEM

A MULTI-MILLION  DOLLAR 
INVESTMENT

CUSTOMERS OR  INVESTORS

• Customers Paid Loans that Built System 
• Customers Paying Loans Improvements
• Customers INVEST Every Water Bill



YOUR WATER SYSTEM

A MULTI-MILLION  DOLLAR  
INVESTMENT

• It’s an Investment that we have to Preserve 
and Protect through the Budget & Rates

• Inadequate, Low Rates  
– A Shorter System Life 
– Less Reliability
– Disservice to the Investors / Customers



WHO PROTECTS THE INVESTMENT

• Council & Board Members

• Village / City Managers

• System Operations Specialist

• Customers of the System

• COMBINED EFFORT



Council Member Responsibilities

• It is their JOB to Protect the sewer system 
investment for today’s customers

• Make sure tomorrow’s customers are not handed 
a broken, ill functioning system because of 
inadequate maintenance, budgeting, and rates



Council Member Responsibilities

• Set & Approve an adequate budget to achieve 
this Goal

• Raise the Rates if Necessary to Protect the 
community’s sewer system investment.

• Nobody Wants to Raise the Rates.



What Should Customers Expect

• Quality Product 

• Reliability

• Long System Life Span – Proper Maintenance

• Efficient Use of Finances



WATER & SEWER RATES OBJECTIVES

1. COLLECT THE MONEY NEEDED TO MAINTAIN 
THE WATER SYSTEM

2. ENSURE THAT EVERYONE                            
PAYS AN EQUAL SHARE OF THE COST



SET YOUR BUDGET

DON’T SET YOUR RATES

BUDGET   =   RATES

Set a Budget that will Protect YOUR 
Investment



Determine
Needs of the Water/Sewer 

System

Budget

Rates

Support the Needs of the 
System



Infrastructure Overview

• 49 Miles of Water and Sewer Pipe
• 4 Wells and Water Tower

• WWTP and 5 Pump Stations
• Over 100 Million in total Assets



Water Production and Distribution

• Sanitary Survey shows deficiency

• USDA Loan addresses those issues

• Rates set to pay loan and balance budget

• Increase reliability of system



Water System Replacement Cost
Description Quanity Value per unit Total

Service Connections 1800 $10,000.00 $18,000,000.00

Wells 4 $500,000.00 $2,000,000.00

Tower 1 $2,000,000.00 $2,000,000.00

Hydrants 455 $3,500.00 $1,592,500.00

Valves 550 $2,500.00 $1,375,000.00

Radio Equiptment 5 $9,500.00 $47,500.00

Software 1 $50,000.00 $50,000.00

Metering Equiptment 1 $25,000.00 $25,000.00

Chemical 4 $18,500.00 $74,000.00

Water main PVC 129360 $88.00 $11,383,680.00

Water Main Cast Iron 59505 $88.00 $5,236,440.00

Water Main AC 69855 $88.00 $6,147,240.00

Total $47,931,360.00



Water System History

1892 – Cheboygan already had 6 Miles of Water 
Main. The cost of the system at the time was 
$26,240.65 ($4,373/mile)

1882 – Water system built and put online

2017 – Original line on Huron St replaced 125 
years after installation.($987,000/mile Grant)





EGLE evaluates Water System,
City responds with proposed Improvements



We can prevent this!

• Repair is much more costly than replacement
• Potential to have contamination of system
• Property damage and safety concerns
• Investment in infrastructure is Investment in Community



Water Rate Proposed increase

• Addresses Sanitary Survey deficiency

• Increases the ability to serve new customers

• Balance budget with USDA payment

• Increase reliability and safety of system



2022 RTS CHARGE
VOLUME 
CHARGE

ASSIGNED  AS COST PER ASSIGNED AS $ COST PER 

FIXED EXPENSES
METER 

EQUIVALENT 
VARIABLE EXPENSES

1,000 
GALLONS

$567,440 $44,771 $4.74 $522,669 $4.638

$41,444 $3,270 $0.35 $38,174 $0.34

$113,624 $8,965 $0.95 $104,659 $0.93

$317,546 $25,054 $2.65 $292,491 $2.60

$31,755 $2,505 $0.27 $29,249 $0.26

$504,368 $39,795 $4.21 $464,573 $4.12

$1,071,808 $84,566 $8.95 $987,242 $8.76

$25,000 $0 0.000 $25,000 0.222

$26,000 $2,051 $0.22 $23,949 $0.21

$100,000 $7,890 $0.83 $92,110 $0.82

$1,197,808 $94,507 $1,103,301

PER QUARTER
RATE PER 1,000 

GAL.

ANNUAL METER  EQUIVALENTS / REU'S COUNT 9,453 $6.00 $7.05 

ANTICIPATED EQUIVALENT GALLONS / UNITS 112,692 66.5% 35.7%
INVOICES PER YEAR 4 $3.99 $2.52 

DEPT 575 WATER

FINAL ANALYSIS RATE CALCULATION - CURRENT FISCAL 
YEAR 

CHEBOYGAN WATER ANNUAL BUDGET

DEBT - PRINCIPAL & INTEREST ANNUAL PAYMENTS

2007 WATER SYSTEM LOAN

2011 USDA LOAN  

NEW USDA WATER LOAN STARTS IN 2023

USDA RESERVE REQUIREMENTS NEW LOAN

ANNUAL DEBT PAYMENTS PRINCIPAL & INTEREST

ANNUAL  O & M +  DEBT 

NON SALES INCOME

ANNUAL USDA  RRI RESERVE FUNDING/ BUDGET TOTAL

CAPITAL IMPROVEMENT AVERAGE ANNUAL BUDGETED 
AMOUNT

ADOPTED BUDGET

CALCULATED RATE PER METER EQUIVALENT $10.00 $9.57
CURRENT RATES

PERCENT INCREASE

INCREASE OF



Wastewater Treatment 
and Collection system

• Wastewater Treatment Plant 
• 5 Pump Stations

• 49 Miles of Collection Pipe
• Under Administrative Consent Order (ACO) 

from EGLE
• Have not fully met discharge requirement 

since 2006
• 44 years of service with a 20-25 year life



Wastewater Plant Investment



Wastewater Compliance:
Thoughts for Consideration

• Cheboygan WWTP has logged 38 pages of violations since 2003
• Current process utilizes dangerous chemicals
• Staff has done an excellent job of doing the best they can with what they 

have, but would like to meet discharge requirements consistently
• 40 year old equipment tends to break down more often
• Difficult to get parts for this outdated equipment
• Discharge Permit considers quality of receiving stream
• Facility has a 30 Million dollar replacement value 
• Critical to public health
• Sewer Rates have not been increased since 2002
• Plant rebuilt in 1978 online in 1979
• Last upgrade was 1998 Combined Sewer Overflow Basin (CSO)
• Public is generally interested in the above ground money



When I flush it goes away, why 
do you need upgrades?



Proposed Upgrades Address:

Tools needed to achieve compliance
 Biological Treatment capable of meeting permit limits
 Large clarifier to reduce solids loading to discharge
 Headworks reworked to remove debris upfront

Reduce Operation and Maintenance Cost
 Parts would be readily available
 Minimize the downtime of critical processes

Community Investment  
 Critical to public health and environment
 Safer for employees and environment (biological)



Self Sustaining Rate Structure

• Control your future rather than having it 
control you.

• Set priorities to solve problems.

• Communicate your needs.

• Promote creativity.

• Show responsibility to customers.

• Allows generational cost sharing.

• Fiscal responsibility.

Goal: Sustained Long-term Performance



2022 RTS CHARGE
VOLUME 
CHARGE

ASSIGNED  AS COST PER ASSIGNED AS $ COST PER 

FIXED EXPENSES
METER 

EQUIVALENT 
VARIABLE EXPENSES

1,000 
GALLONS

$788,890 $117,663 $13.97 $671,227 $6.165

$691,426 $103,126 $12.24 $588,300 $5.40

$1,480,316 $220,789 $26.21 $1,259,527 $11.57
15% 85%

$190,000 $18,611 2.209 $171,390 1.574

$1,480,316 $220,789 $1,259,527

15% 85%

$1,290,316 $202,179 $1,088,138

$1,049,754

PER QUARTER
RATE PER 1,000 

GAL.

ANNUAL METER  EQUIVALENTS / REU'S COUNT 8,425 $15.00 $8.48 
ANTICIPATED EQUIVALENT GALLONS / UNITS 108,879 60.0% 17.9%

INVOICES PER YEAR 4 $9.00 $1.51 

CALCULATED RATE PER METER EQUIVALENT $24.00 $9.99
CURRENT RATES

PERCENT INCREASE

INCREASE OF

REVENUE COLLECTED CURRENT RATES

ADOPTED BUDGET

REVENUE COLLECTED CALCULATED  RATES

ANNUAL  O & M +  DEBT 

INVERNESS TOWNSHIP TREATMENT CHARGES

NEW SEWER PLANT & SSES

DEPT 555 SEWER

FINAL ANALYSIS RATE CALCULATION - CURRENT FISCAL 
YEAR 

CHEBOYGAN SEWER ANNUAL BUDGET



RECOMMENDATIONS

• Adopt Option A for full increase July 1st, 2022
• Adopt Option B for Two step increase with part 

increase occurring July 1st, 2022 and rest of the 
increase occurring July 1st, 2023



Considerations
• Clean water is becoming extremely valuable

• Responsible resource management is the right thing to do

• Operating costs will continue to increase.

• Need to keep up maintenance, prolong life of facilities.

• Need to plan for the future; rehab, replace, rebuild.

• Water Quality is excellent, distribution system needs help

• If you have learned something, pass it on

• Infrastructure is generally overlooked if it still works

• The biggest challenge that all Utility providers face is the age of 
the infrastructure.



Questions?



Jason Karmol
City of Cheboygan

231-627-2582
jkarmol@Cheboygan.org


