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I very much appreciate the hard work that everyone has put into this effort including 
the many people involved from all of the Counties who have worked tirelessly over the 
past 9 months.   
 
Signing the MOU has given us the ability to further evaluate the details of this deal. 
While we believe today’s verbal promises and intent of all involved, this is a 40+ year 
deal that will far outlive the current players.  We have one chance to get this right. All 
along we wanted a fair regional system with adequate long-term protections in place 
for an equal partnership for the increased price we all are paying.  
 
I have 5 major concerns that we have repeatedly expressed: 
 

1. I believe the lease payment should only be paid to Detroit if actual system 
savings are achieved.  That way all of our goals are aligned for the benefit of all 
ratepayers. We were told savings would offset the $90 million in higher costs 
we will all pay as part of this deal ($50 LP, $4.5 WRAP, $25 DB, $7 duplication) – 
we have yet to see a serious plan to achieve those savings and there has not 
been enough of a focus on these savings.  Without these savings, we will be 
paying 10% more in rates than without this deal. 
 
The 4 year forecast continues to add debt to a highly leveraged utility, in direct 
contradiction to the BOW’s policy.  Anything is feasible if you add more debt or 
put on the credit card – that is too often the problem with government. 
 
The forecast assumed too optimistic Detroit revenue assumptions (not based 
on historic results), only half the capital investment than done historically, and 
higher sales volumes each year than what occurred this year. And we still don’t 
have the unfunded pension numbers so we don’t know how much more we 
will have to pay in the future. 
 
Just to be clear, the forecast calls for another nearly 10% suburban rate 
increase in each of the next 2 years – on top of the 11-12% increase approved 
by the BOWC beginning next month.  If volumes decline more as I expect, rates 
will be even higher. And some may question giving Detroit any new money 
before you first offset the $1.6 billion lost over the past 8 years.  It would take 
30 years of using the $50 million lease payment alone just to pay back what 
was lost in 8 years.  For all these reasons, we need to tie the lease payment to 
actual savings achieved for the benefit of all. 
 

2. As a new regional provider, we want all the communities to be treated the 
same – that was the intent of the MOU. Detroit, as a wholesale customer, 
should have all the same responsibilities as any other wholesale customer – but 
they will not.   
 
For example:  



 
a. Unlike the other communities, Detroit will pay the authority only what 

they collect from their residents– not the full amount of what they owe 
based on the water their residents use. All other communities pay the 
full bill, regardless of what they collect from their customers. Detroit 
would not be paying GLWA the full cash amount each year and will not 
backstop these uncollected amounts annually through their own higher 
rates – that was the intent of the MOU. 

 
b. Instead Detroit would set up a reserve fund that is too little and not 

funded by their rates. The reserve would only partially pay for future 
shortfalls if unpaid bills increase and in effect uses the lease dollars to 
fund this reserve – again this was not the intent of the MOU.  Detroit will 
not be raising their own rates to fully pay for their bad debts.  Now 
some will try to reassure you that the bad debt is built into Detroit’s 
rates, but we know their bad debts have not improved despite the 
shutoffs and rate increases.  The system will still be short the cash, as 
they are not paying in what they were billed, only what they actually 
collect, and we will be constantly behind in payments.  If Detroit says 
collections will improve, let them fully backstop the shortfalls with their 
own funds, use a fraction of the $7 billion bankruptcy savings, or raise 
rates now which could then be lowered if their bad debt improves as 
they claim it will.  The bottom line, the deal was that their bad debt 
would be their responsibility, not ours.  If they aren’t paying in full with 
cash from their own rates, how are they being held responsible for their 
debts? 

 
c. And the deal is that, if needed, the GLWA could come in and set for 

Detroit their retail rates, and send out the bills, collect payments, and 
even be responsible for their shut offs.  However there are several 
problems with this:  Due to a lack of timely information, this probably 
wouldn’t occur until 2 years after the losses have already occurred.  And 
with the present governance structure, Detroit could block the 
enforcement.  I am also not sure it promotes regionalism if it is 
perceived as suburbs being responsible or blamed for setting Detroit 
local rates or for shutoffs.  It could even worsen the situation with 
unpaid bills. This again is a local Detroit issue and they must be held 
accountable for it which is the case for all other communities. 

 
So you can see the proposed workarounds are too little and likely won’t 
be effective. Without iron clad rules to enforce this, it leaves a great deal 
of doubt and uncertainty. 

 
3. Nothing prevents Detroit from using the lease payment to subsidize and 

reduce rate increases and not make the needed repairs.  They can use the lease 
premium to pay their debt costs that were previously funded through their 
rates. I am sure all communities would love to have extra funds to subsidize 
and lower their rates to pay their portion of the regional common to all debt.  
 



4. We only get 1 vote, Detroit gets 2.  This is not an equal governance structure, 
unlike the Cobo Deal, where each County gets 1 vote. Without Detroit’s 
cooperation, nothing can get done. We cannot change rates or enforce the 
protections in place.  Detroit can effectively block reforms and we may not be 
able to correct inequities that most certainly have benefited Detroit at the 
expense of the other rate payers.  Some may say we have protections in place, 
but at the end of the day, it takes their 2 votes to make anything happen. For 
the dollars we are putting in, we all need to have equal representation. 
 

5. And lastly the State should solve Highland Park’s $25 million of unpaid bills 
which grows by the day and is being paid by the suburbs.  DWSD stepped up at 
the request of the State to assist Highland Park and despite numerous State-
appointed Emergency Managers who didn’t pay, we are stuck with the bill.  It is 
this type of issue we want to avoid should this same thing occur elsewhere.  
 

I understand and appreciate the benefits of the WRAP –and know that while we are 
paying the majority of these costs, the residents of Detroit will be receiving the vast 
majority of the benefit. 
 
But at the end of the day, the certainties are only negative (i.e. we are paying more for 
too little say) while the potential benefits of promised savings and opportunities are 
only hopes and uncertainties. The focus should be about the rate payers and actually 
saving them money and building in the equal protections for all.  Unfortunately with 
the gag order, we were not allowed to explain this deal to the local communities.  If we 
were, I think most rate payers would be hesitant without better protections and a 
lower cost.  
 
Unless someone can tell me that this bad deal is better than no deal and that the 
alternative will be worse, I cannot vote in favor of the current agreement on behalf of 
our ratepayers.  A bad deal does not help the region.  Other than a perception of 
regional cooperation, I see little that benefits and protects us for the $90 million in 
new costs and without much say.     
 
I stand ready to continue to work with all involved to get a regional system that works 
as intended, with equal voices and all working together to benefit the rate payers.   If 
this vote fails, we trust the Mayor will be able to operate the system efficiently for all 
rate payers, but without us having to pay more.   
 
If this does pass, we hope our concerns prove to be unfounded and that today’s 
promises will be upheld, and we can now focus on achieving the needed savings for 
all rate payers. 
 
But either way, the good news is that tomorrow when you turn on the faucet, the 
water will work, thanks to the hard work of many individuals, from the DWSD 
employees to your community’s employees, who operate their local systems on a daily 
basis. 
 
 
 


