Water rate case dragging on
But confident suburbs to raise more funds

By Tim Richard
stet writor /

Suburban governments are raizsing mooey agatn
to fight the city of Detrolt's water rato increases,

“But we're in the driver’s seat for the first time,”
an _optimistlc Livonia Mayor Edward H.
McNamara told representatives of the 77 suburbs
this week. “We've got to stlck to jt.” . .

“Thia ls t:zcldlncler:rpoq‘:\:m‘m where the custom-
©rs won,” a g6 attorney {or the Sub-
urban Assoclation of Detrolt Water Customers. Al-
though confldent of ultimate success, Ward predict-
ed the seven-year-old case could drag oo for more
yeara, .

IN OCTOBER the Michigan Court of Appeals
ruled a circult judge erred in calculating the rate of
return Detroit Is permitted to earn on water it sells
to the suburba..

‘The appeals court sent the case back to the cir-
cult court for new bearings on what should be the
proper rate of return, If the suburban poaltion Is
upheld, the 77 governments could, win back as much
a1 $35 million for flve years of water bllls plus
interest at 12 percent,

Meanwhile, however, Detroit bas asked the state
Supreme Court for leave to appeal — a motion
Ward opposes as premature. “If It goes to the Su-
preme Court, It'll go back to the circult court (for
rehearing on the facta), and you know what'll hap-
pen: IU1l be right back up to the Supreme Court,”
said Ward,

*The Sui:remc Court might take as much 2 nine
months to decide whether to grant an appeal,
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though it might be as short as six montha. Assuming
the Supreme Court slams the doer {on Detroit), it
;xcl_zbt be six months before the cireult judge hears

S0 SUBURBAN cily counclls and towmshlp
boards are asked to contribute 5 cents per
cap{u (based on tho 1930 census) to fight the ap-

peal

Earlier assessments of 5 cents and 2.5 cents, be-
gloning in 1976, raised a total of $147,000,
McN ried.

nmarz repor
Of this, tho association speat $76,000 on attor-
neys fees, $32,000 on en, testimony and

$31,000 on certifled public accountants, with out-

standing bills of $5,000. Thus, the group is out of
money with more appeals In sight, McNamara sald.

Thero were questions from the audi-

ence — moetly publle officials from other Wayne, .
Oakland and Macomb counf

suburbs — but no hint

that anyono was unhappy at belng assessed again.

About 75 percent of the local gevernmenta contrih-
uted to the earller asseszment.

WARD GAVE thls explanation of the court of

appeals victory:

Detroit figured it earned $22 million on iis in-
vestmeant of $243 million In the water plant — a
rate of return of § percent. The clrcuit judge ruled
the rate was fair, ) .

Bat the suburbs argued that Detroit’s actual own-
ership equity (subtracting the amount of bonded
debt) waa only $36 miltlon. Subtracting Interest
paymects of §8.9 million, Detrolt actually earned
$15 mlllion — & rate of return of 17 percent.

“We sald 17 percent is too high,” Ward sald.

By his caluclations, Detroit overcharged the aub-

urbs at Ieast $7 million a year for flve years — a
total of $35 million. The appeals court panel ruled
In the suburbe’ favor.

A Detroit resident, Ward was chief of stalf for
the Detroit Charter Commlssion in the mid-1970s
40d chalrman of the Wayne County Charter Com-
mission in 1980-1,

BOB FREDERICKES, deputy Oakland County
draln commissioner, urged local offletals to sup-
port senate bllls 544 and 545 to reform the Detroit
water board.

“You can't get all you need through court actlon,”

- sald Fredericks. “The bills' purpose Ia to get at the
beart of the problem — control of the water and
sowerage by one man,” a reference to De-
trolt Mayor Coleman Young, who appelnts all seven
members of the water board

~ The bllls, lntroduced by Sen. Richard Fessler, R-

West Bloomfleld, are supported by 16 other scaa-
tors, mostly R They have an 1)
chance of Senats passage this fall, Fredericks sald.

“We gotta have some more Democratle support,”
added McNamara, # Democrat and long-
time foe of Young's handling of the water depart-
ment. '

FESSLER'S bllls would create an assembly of
elected offlcials from the water and sewer custom-
er governments. Each delegate would have one
vole per 10,000 population,

‘The assembly would clect nine membern of a
new reglonal water board — three from Detrolt
and six from the customer governmeals. The water
baard would appoiat the dircctor who would run the
wholesale operation.
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