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Tentative deal would send
more Milwaukee water to
New Berlin

But council members question
suburb’s approach to regional
issues

By DARRYL ENRIQUEZ and LARRY SANDLER
denriquez@journalsentinel.com

Posted: July 23, 2008

Milwaukee and New Berlin have fashioned a draft
agreement that allows Milwaukee Water Works to sell
the Waukesha County community additional Lake
Michigan water for a one-time fee of $1.5 million,
along with the as yet unknown cost of treating and
transporting water.

With the state's passage of the Great Lakes Water
Compact, the way was likely cleared for New Berlin to
acquire additional Lake Michigan water to serve
residential and commercial interests in the central
part of the community.

New Berlin must return used water to Lake Michigan
through sewerage district pipes so that there is no
loss of water volume to Lake Michigan.

A key part of the agreement is the $1.5 million
payment. Ald. Michael Murphy, chairman of the
Milwaukee Common Council's Finance & Personnel
Committee, said Wednesday that he sees that money
as Mitwaukee's share of the increased industrial tax
base that New Berlin could realize from expanding
water service to the middle third of the suburb.

The proposal is scheduled for discussion at the
Mitwaukee council's Public Works Committee at 10:
30 a.m. Tuesday in Room 301B at City Hall.

Because of the complexity of the issue, Ald. Bob
Bauman, chairman of the committee, said he plans to
take testimony at his panel's meeting Tuesday, then
delay action until September, after the Common
Council's August recess.

Murphy and Bauman have been skeptical about water
sales to suburbs, citing concerns about urban

sprawl and about suburbs reaping the benefits of
their proximity to the city without sharing in its

social costs.

In New Berlin's case, Murphy says he will back the
deal because New Berlin is an existing customer.

It straddies the boundary of the Great Lakes basin
and has to deal with radium contamination of its
groundwater.

But Bauman remains opposed, saying New Berlin and
Waukesha County generally have not helped support
regional institutions such as the Wisconsin Center
District and the Milwaukee Public Museum. Both he
and Murphy voiced frustration with what they
charactenrized as anti-Milwaukee positions staked

out by two New Berlin Republican state lawmakers,
Sen. Mary Lazich and Rep. Scott Gundrum.

Murphy and Bauman also are laying the groundwork
to toughen Milwaukee's negotiating position when
other Waukesha County communities seek Milwaukee
water.

New Berlin Mayor Jack Chiovatero, who was not
available for comment Wednesday, had not yet
scheduled the matter to go to the council. Water
Works Superintendent Carrie Lewis also was
unavailable Wednesday.
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Milwaukee could clog water deal

New Berlin mayor insists development s unlikely

Sean Ryan , sean.ryan@dailyreporter.com
July 18, 2008
Milwaukee aldermen disagree as to how much the city can influence New Berlin's development plans as part of a deal to sell water to the suburb.

Milwaukee proposed a 20-year agreement with New Berlin to provide water to a 1,100-acre area in the center of the city. On top of the water rates,
which Milwaukee estimates will run $960,000 a year, New Berlin will pay $1.5 million by the end of 2009 and sign an agreement stating the two cities
won'’t poach companies from each other.

There's a fine line in this deal, said Milwaukee Alderman Jim Bohl. Milwaukee could price itself out of a deal if it pushes New Berlin too hard on
development or transportation issues because Racine and Oak Creek are waiting in the wings.

“What it boils down to is this much: We can, as a country, talk about all we want to do in terms of extracting concessions from others in terms of North
Korea or Iran, but you have to deal with the realities,” he said. “There are some things that are beyond your control, and the same is true here.”

But Alderman Robert Bauman, chairman of Milwaukee's Public Works Cornmittee that will consider the agreement July 29, said the city should push for
more. He wants a monetary commitment to create bus routes connecting Milwaukee workers with employers in the expanded water-service area and a
commitment to housing that workers can afford.

If New Berlin doesn't agree, Bauman welcomed the city to turn to Oak Creek or Racine.

“I'm not going to sell them the bullets to shoot back at me,* he said. “They can buy bullets from someone else, and, | might add, that it will cost more."
New Berlin Mayor Jack Chiovatero said he is being as straightforward as possible with Milwaukee.

“He's a little skeptical,” Chiovatero said of Bauman. *But he’s just protecting his people. That's fine."

Chiovatero said New Berlin doesn't need water for development; it needs water for resident safety because the federal government has deemed the
suburb’s underground sources contaminated. Bohl agrees.

Chiovatero said he doesn't want concems over development to enter water sale discussions because most of the land in the service area is developed
already. He said most of the developable land in the area is zoned for one house per five ‘acres, and he agrees with residents that voted to zone it that
way.

According to a Milwaukee Department of City Development report, there are 175 developable acres in the proposed service area, and the 88 acres
zoned for industrial could generate 5,668 jobs if developed.

“We have never, ever had an issue with development because of water,” Chiovatero said.

Milwaukee Water Works foresaw no big increase in water usage in the new area because of water conservation measures and the small amount of
developable land, said Water Works Superintendent Carrie Lewis. The expanded service area would get about 3.6 million gallons on the average day,
compared to 3.9 projected in 2035,

Bohl said he wants the water agreement to create a partnership because growth in the region creates opportunities for both communities. He said the
draft deal could gain approval July 29 so the full Common Council could consider it the following day.

£ 2008 Daily Reporter Publishing Co., All Rights Reserved.
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Milwaukee Water Would Flow To New Berlin Growth
Area; Transit There From Milwaukee
Called "Inadequate”

A City of Milwaukee report in a package of materials provided to the
Common Council for a July 29th committee vote on whether to sell Lake
Michigan water to central New Berlin says the destination could see
thousands of new jobs, but has inadequate transit connections to Milwaukee.

The report indicates that the area in New Berlin's middle third to which
Milwaukee water would be delivered could eventually see more than 5,600
new jobs, but says the employment situation there is"constrained by
inadequate public transportation.”

Bus service from Milwaukee is currently provided by Milwaukee County
Transit Service Route #10 as far west as Brookfield Square - - a 55-minute
ride from downtown Milwaukee - - then by a contracted bus operated by
Waukesha's transit system through Wisconsin Coach Lines to the New Berlin
Industrial Park, for example.

The Coach service has a $3.50 round-trip fare; the Milwaukee County transit
round trip to Brookfield Square is $4.50.

That $8.00 daily cost can drop to $6.70 with the purchase of Milwaukee
transit weekly passes or Wisconsin Coach ticket ten-packs.

A round trip ride from downtown Milwaukee to the New Berlin Industrial Park
on both bus lines is more than two hours, not including layover time at
Brookfield Square.

Full schedule and fare information is here.

Milwaukee County's bus Route #6 formerly went directly to the New Berlin
Industrial Park, but that service ended in 2004.
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The complete City of Milwaukee jobs' analysis report, with the transit
discussion, is here,

What's important about the report is that Milwaukee has several existing
Commen Council resolutions that, as a matter of policy, tie potential out-of-
community water sales to a broader agenda.

That agenda includes transit, affordable housing and other regional
improvements that Milwaukee believes will help alleviate social and
economic pressures in southeastern Wisconsin that fall disproportionately on
the state's biggest city.

It's Milwaukee's way of trying to leverage water sales towards a broader
regional agenda.

Does the proposed agreement meet those expectations?

Some of these issues will be aired at a Common Council Public Improvements
committee meeting at 10:30 a.m. at City Hall.

The potential water sale, if approved by Milwaukee and New Berlin, would
include a yearly meeting between the cities on employment and job access
issues, along with a no-raiding pledge and a $1.5 million one-time payment
to Milwaukee.

Milwaukee will have to decide if the deal adequately links the water sale to
regional issues, such as access to jobs and affordable housing: New Berlin
currently has 80 such units in its jurisdiction, nearly all of them targeted to
seniors, not low-income families.

Records filed with Milwaukee by New Berlin also indicate the possibility of
1,119 new housing units being built in the acreage to which Milwaukee water
would be delivered.

First year wholesale water revenues to Milwaukee would be 5966,000;
infrastructure costs to the Milwaukee Water Works would be about $6.8
million.

Further details on the possible water deal are here.

POSTED BY JAMES ROWEN AT 12:22 AM
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THE GREAT LAKES MONDAY, JULY 21, 2008

Water Sale Agreement To New Berlin Is Insufficient,
Premature

Props to Gretchen Schuldt for publishing the first details of proposed
agreements between Milwatkee and New Berlin to send Lake Michigan water
to the so-called middle portion of New Berlin that is outside of the Great
Lakes Basin.

The key elements of the plan, in addition to recurring revenues from the sale

Conserving Water And of water, would include a one-time $1.5 million payment to Milwaukee's

Fighting Sprawl Will general fund, proposed by Alds. Michael Murphy and James Bohl, an annual
Preserve The Great Lakes meeting to discuss employment and job access issues, and a pledge by both
And Its Extensive Watershed communities against raiding each other's businesses.

(NASA Photo)

$1.5 million is equal to a one-time bonus of about 18 months of first-year

revenue to Milwaukee from New Berlin for the Lake Michigan diversion,
OBAMA FOR PRESIDENT according to information submitted to the Common Council by the
Milwaukee Water Works.

That first year revenue is expected to be $996,000, the documents show.

That rate is based on what the Public Service Commission permitted to be
charged for an earlier diversion Menomonee Falls - - a wholesale rate of that
the utility calls a "commodity charge" $0.668 per 1,000 gallons of water. (p.
of the document).

Or looked at another way, $1.5 million is a premium equal to an upfront
annual payment of $75,000 per year covering the 20 year agreement, (see p.
7).

That payment presumably could be used for anything from tax relief to
housing, transit or other needs that Milwaukee has justifiably felt it has
BLOGNETNEWS managed without sufficient regional cooperation.
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More about that below.

Sources at City Hall say that without strong objections at a July 29th
Common Council committee Public Works committee meeting, the plan is
likely to win approval.

My view is that adoption is premature, for the reasons stated below, and
remember - - New Bertin is not in a water crisis - - so there is time to
consider and produce more information that would inform and improve a
final, better plan.

Documents included in a package of resolutions and reports to be considered
by the council committee indicate that substantial communications have
taken place between Milwaukee and New Berlin negotiators.

What is missing is an answer to this question:

Given that the water can spur development in New Berlin, and that water is
a finite resource under known social and physical pressures, and given that
this will be only the first of many diversion-and-water-sale applications, has
the water's true value been calculated and recognized in the proposed
agreements?

This question has been given some consideration, as the one-time $1.5
million payment is on the table separate from per-gallon water-sale charges,
and infrastructure costs.

But what is the origin of the $1.5 million figure, and what is it intended to
cover?

And given the potential development benefit to accrue to New Berlin from
this new, fresh water delivery, frankly, is it enough?

Documentation submitted in both New Berlin's diversion application made to
the State of Wisconsin, and included in the council committee packet,
indicate that New Berlin's growth plans show a potential 1,119 units of new
housing {p. 8 in that highlighted document) in the area to which the diverted
water would go.

[Update: that link was not working, but has been corrected by the city.
The housing data also appears on p. 21 of the New Berlin diversion

application, here.]

6.5% of the new, probable construction is expected to be multi-unit housing
of some type, though it is not clear from the documentation if any of those

7/23/2008
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units are for the typical residents of affordable housing - - low-income and
elderly persons.

More about affordable housing in a moment.

Even in today's depressed housing market, $1.5 million could equal the value
of less than a handful of new housing units in the area to which the new
supply of Lake Michigan water will be directed.

And what about added tax base to service that new housing - - industry,
commercial properties, and retail shops?

S0 $1.5 million is a lot of money, but you have to consider its complete
context.

| think the negotiators should go back to the table and come up with a
different number that is based on water's relationship to tax-base
development and sharing - - a big piece of the true-value concept.

Since this will be the first diversion sale under the framework of the Great
Lakes Compact, thus precedent-setting, the water-value question should be
answered before applications and sales are approved in Wisconsin and the
region.

Here is another question that should be examined:

Does the proposed sale meet existing City of Milwaukee policies, which call
for the existence of affordable housing programs in the purchasing
communities as a prior consideration?

And there is a related requirement expressed in city policy - - “...that any
diversion request include an analysis of the impact of such diversion on land
use, transportation and economic development, and how comprehensive
planning, including conservation planning can mitigate negative effects.’
(Council resolution 040646, adopted unanimously 9/21/04),

Is Milwaukee satisfied that the sale and related agreements meet that broad
planning and land-use expectation?

The documents state that New Berlin currently provides 80 units of
affordable housing, or about 6% of the 1,300 provided throughout Waukesha

County.

This data and the data below are at this link, pages 9-10.
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The City of Waukesha leads with 811, then New Berlin with 80, Menomomee
Falls, 78, Hartland, 72, Sussex, 50. Pewaukee, 46 and Brookfield, 45.

No other community has more than 40; Butler has three, Elm Grove has one.

The date do not differentiate between affordable housing for senior citizens
and for low-income families or individuals not seniors.

And you wonder why housing and economic justice advocates say it's
unacceptable that the Southeastern Wisconsin Regional Planning Commission
hasn't written a regional housing plan with affordable housing
recommendations since 19757

[Again, this document had been taken off the city's website, but is back
as of Tuesday.]

To some, this will be a matter of semantics, but does Milwaukee consider 80
existing units sufficient in a city that borders Milwaukee?

Also consider the cost to the Milwaukee Water Works of upgrading its pumps
and other equipment to push water past the subcontinental divide.

Documents indicate that the Milwaukee Water Works has been planning
infrastructure expenditures separate from New Berlin's application that total
$6,850,000, and those improvements, given their location, will allow the
utility to deliver water to New Berlin.

Even if these scheduled improvements are totally coincidental to the New
Berlin plan, shouldn't it bear some portion of those costs, since without
them, Lake Michigan water cannot get to New Berlin unless it built a
separate intake system of its own, or paid Oak Creek or Racine to pump it.?

Maybe infrastructure cost-sharing needs to be another piece of the
agreement?

And what happens when the City of Waukesha comes forward with a
diversion application that could call for six times as much diverted water
than what New Berlin wants?

If New Berlin isn't charged some or all of the Milwaukee infrastructure cost,
neither will Waukesha and the growing number of other communities who
will be lining up for a water deal, and will not want to pay one cent beyond

what New Berlin was charged.

And who would blame them?

7/23/2008
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Every car purchaser, home buyer and government official knows a signed
agreement is tough to renegotiate and then amend.

That's why you get all the questions out on the table at the beginning, and
make the best eventual deal you can.

| think the negotiators have approached some of the regional issues with the
one-time payment concept.

But questions about its sufficiency aside, the negotiators have not addressed
the full water value issue.

It's a big, important, historic issue. Perhaps both parties need to engage
some independent expertise.

It's not a new idea.

An attorney for the City of Waukesha Water Utility suggested it years ago as
a way for New Berlin to eventually win Lake Michigan water from Milwaukee.

So we're at the beginning of a process, not a decision-point.

One final thought:

Basic social issues in the region that are related to water and its
development potential are not being studied by the water supply advisory
committee created by the Southeastern Wisconsin Regional Water

Commission.

From its beginning, that study was aimed at nuts-and-bolts, cost-benefit
analyses.

Who has excess water-pumping and treatment capacity? Milwaukee.

Who has excess water needs? Some suburbs.

What's the solution most likely to be recommended by SEWRPC: Meet the
requirements of the Great Lakes Compact, have Milwaukee deliver Lake

Michigan water to buyers, and continue to validate regional sprawl away
from Milwaukee that has been enabled by SEWRPC master land-use plan.
The lack of a big-picture analysis creates further need for Milwaukee and

New Berlin to go several steps further and frame this proposed water sale as
the regional model that it will surely become.
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New Berlin is under a consent decree to provide cleaner water to its
customers, but the authorities have extended the deadlines because the city
was making good faith efforts to come up with a solution.

Knowing that Lake Michigan was a likely supply option down the road, New
Berlin deferred the purchase of expensive filtration equipment that could
have already been in place and removing naturally-occurring radium in its
well water.

It preferred the Lake Michigan option.

Heavy rainfall in both 2007 and 2008 has helped New Berlin avoid severe
supply problems.

This means both Milwaukee and New Berlin have time to get more
information for consideration, and to deliver that information to their
constituents and people across the Great Lakes region, all of whom, given
that these waters are held in common trust, are on a definite "need-to-
know" basis.

POSTED BY JAMES ROWEN AT 7:00 AM

2 COMMENTS:

Gretchen said...

Thanks for the mention on your post.

Double-check that $996,000 figure, though. It's part of the Water Works
puzzling math on this topic. If you look at the column for the "middle third,"
it shows a water volume sale that is lower than than for the "eastern third.”
That can't possibly be a combined amount.

But if you look at the service charge and fire protection amounts, those do
look like total combined amounts for the "middle third” and "eastern third.”

I think Water Works may have made a couple math errors.

JULY 21, 2008 6:27 AM

Kori said...

What if instead of the $1.5 million agreement between New Berlin and
Milwaukee, the City were to require the adoption of an inclusionary zoning
ordinance (requiring a % of new housing development to be affordable) of

7/23/2008
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More water sales to New Berlin on tap

New Berlin would pay Milwaukee $1.5 million for the right to buy Lake Michigan water and a much larger portion of New
Berlin would get Milwaukee water than does now, under agreements to be considered by the Milwaukee Common Council.

About one-third of the suburb now receives Milwaukee water, and the proposed deal would add the middle third of New Berlin
to the Water Works’ customer base. Click here and go to page 10 to see a map of the expanded service area.

“This area is outside the Great Lakes Basin but is within the MMSD service area; water is returned to Lake Michigan,”
according to a Water Works feasibility study of the proposal.

The deal will provide economic benefits to Milwaukee water customers of an estimated $1.60 to $4.50 per residential account
per year, the study said.

“Future water rate increases would proportionately increase the amount of the benefit,” the study said.

The maximum amount flowing to the suburb would increase from 4.8 million gallons per day to 6.3 million gallons per day. The
proposed agreement also sets hefty charges of $10,000 to $30,000 per hour for excessive demand by New Berlin.

“This is intended to be an incentive to New Berlin to use various storage and well pumping combinations as well as emphasize
their conservation efforts,” the Water Works study said.

The $1.5 million New Berlin payment to Milwaukee would go to the city’s general fund and would be in addition to regular
water rates that go to the water utility, according to a resclution introduced by Aldermen Michael Murphy and Jim Bohl.

Under a proposed agreement between the two communities — a sort of side agreement to the actual water sales proposal —
representatives from Milwaukee and New Berlin will meet once a year to talk about “opportunities to improve the availability of
skilled workers in both communities and to improve the access of workers in each community to job opportunities.”

The two communities also promise not to “promote, encourage, offer economic incentives to, or otherwise solicit businesses to
relocate from the City of Milwaukee to the City of New Berlin, or the City of New Berlin to the City of Milwaukee.”

Both the water sales agreement and the $1.5 million payment are scheduled to be considered by the Common Council’s Public
Works Committee on July 29.
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Confusion on the Water front
Did the Water Works get its math right? It doesn’t look like it, but maybe I'm missing something.

Here is sentence and table from the Water Works feasibility report regarding selling more water to a larger piece of New Berlin.

3ased on an average day demand ot 3.5 MGD, estimated annual revenues to Milwaukee Water Works for the combined existing
and proposed service arca are stimmarized in the following table;

Annual Revenue from Water Sales to New Berlin |
Eastern Third Middle Third
2007 2008 First full year of
{actual*}) (estimated) service {estimated)
Service Charge~ 115,530 231.060 429600
Fire Protectlon® 25710 51,420 102,840
Water Sold 419,182 451,854 434,000
Total $530.422 $744 334 666,440

The report also says that the commodity charge is the result of 3.5 MGD mualtiplied by 363 days per year multiplied by the
wholesale rate of $0.668 per 1,000 gallons.

1 did the math and came up with water sales of $853,370. The Water Works table, though, shows a total of $895,854 for the
water sold to the eastern third of New Berlin sold in 2008 and the amount projected for the middle third’s first full year. Why the
$42,484 difference? It’s not explained.

Later in the report, Water Works also cites the $853,370 figure, but says that the entire amount will be realized only through
sales to the middle-third section of New Berlin. That amount actually is what is expected from the entire New Berlin sales area.

From the report:

This method assumes that the anticipated additional revenue from water sold in the “middle third” of New Berlin would have
reduced the 2007 rate increase by a proportionate amount. The revenue requirement identified by the Public Service Cominission
of Wisconsin for the Water Works® 20007 rate case was $4.0 million, This method assumes that the additional estimated revenue
nF$835,370 [rom the “middle third™ of New Berlin would have reduced the revenue requirement by 21% to $3.1 million. The
calculation assmnes Lhat the 6% rate increase that satisflied the $4.0 million revenue requirement wauld have been reduced to
4.7%, saving the average residential customer $1.60 per year.

The daily average demaind for the entire New Berlin area proposed to receive Milwaukee water would be 3.6 million gallons to
3.9 nillion gallons. The Water Works uses 3.5 million gallons per day in its calculations, presumably to be conservative in its
revenue estiinates. By attributing all the revenue to the middle third area, Water Works could be overstating by 100% the
economic benefit of the expansion to Milwaukee water customers. Instead of $1.60 annually for each residential account (no big
whoop to begin witly), the benefit of the expansion could be as little as 80 cents.

Unless. of course, I'm totally missing something.
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