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SB- 0372, As Passed House, March 9, 2006

SUBSTI TUTE FOR
SENATE BILL NO. 372

A bill to allow for the review, oversight, and providing of
recommendati ons regarding the operation of certain water and sewer
systens within this state; to create the water accountability
advi sory board; and to provide for the powers and duties of certain
governnmental officials and entities.

THE PECPLE OF THE STATE OF M CHI GAN ENACT

Sec. 1. As used in this act:

(a) "Board" nmeans the water accountability advisory board
created under this act.

(b) "City" neans a city chartered under the hone rule city
act, 1909 PA 279, MCL 117.1 to 117. 38.

(c) "Local unit of governnent" neans a city, village, or
t ownshi p.

(d) "Qualified city" neans a city that owns or operates a
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wat er or sewer system

(e) "Qualified county" neans a county with a popul ati on of
400,000 or nore that is served by the water or sewer system

(f) "Townshi p" neans a township chartered under the charter
townshi p act, 1947 PA 359, MCL 42.1 to 42. 34.

(g) "Village" neans a village incorporated under the home rule
village act, 1909 PA 278, MCL 78.1 to 78. 28.

(h) "Water or sewer systeni or "systenl neans a water supply
facility or sewerage services facility, or both, that provides
wat er or sewerage service to nore than 20% of the popul ation of
this state.

Sec. 2. (1) Acity that owms or operates a water or sewer
system shall establish a water accountability advisory board to
provi de revi ew and oversi ght of the systemand to nake
recommendations to the system as provided under this act. The
board' s revi ew and oversight shall involve the systenlis contract
process and admi nistration, rates and rate setting processes,
budget, finance, and operations.

(2) Not nore than 30 days after the effective date of this act
or not nore than 30 days after the date a county or city becones a
qualified county or qualified city, whichever is later, each
qgualified county and qualified city shall nake appointnents to the
board as provi ded under this section.

(3) One person shall be appointed to represent each qualified
county that does not have the qualified city located within the
county. The appoi ntnment under this subsection shall be made by the

county board of comm ssioners. For the initial appointnents to the
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board, if there is nore than 1 qualified county, the county with
the |l argest population will appoint a person to a 1-year term the
next |argest county in population to a 2-year term and all other
counties to a 4-year term

(4) Three persons shall be appointed to represent the
qualified city. The appoi ntnment under this subsection shall be nmade
by the mayor of the city, with the advice and consent of the city's
governing body. For the initial appointnments to the board, 1 person
shall be appointed to a 1-year term 1 to a 2-year term and 1 to a
3-year term

(5) If a qualified county has the qualified city within the
county, 1 person who does not live or work within the qualified
city shall be appointed to represent the county. The appoi nt nent
under this subsection shall be nade by the najority vote of the
chief elected officials of the 5 largest |ocal units of governnent,
excluding the qualified city, within the county. For the initial
appointnent to the board, the person shall be appointed to a 4-year
term

(6) After the initial appointnents to the board, a person
appoi nted under this section shall serve for a termof 4 years. A
successor to a nenber shall be appointed in the sane manner and
shall serve for a termof 4 years. A person nay be reappointed to
the board. If a vacancy occurs before the end of a term the person
appointed to fill the vacancy shall be appointed in the sane manner
for the balance of the term A person appointed to the board nmay be
repl aced by the appointing entity at any tine.

Sec. 3. (1) A mjority of the persons appointed to the board
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constitute a quorumfor the transaction of business.

(2) Each person appointed to the board shall have 1 vote.

(3) The first nmeeting of the board shall be held not nore than
45 days after the effective date of this act, or not nore than 45
days after the date a city beconmes a qualified city, whichever is
| ater.

(4) The board shall elect a chairperson and other officers as
t he board considers necessary. The board shall adopt byl aws and
rules to govern the operation of the board.

(5) After its first nmeeting, the board shall neet not |ess
than quarterly and at such other times as determ ned by the board.
(6) The board shall establish and maintain a website to
provide to the general public the information required under this

act .

(7) Each nenber of the board shall receive a per diem at the
sanme rate established by the qualified city for its enployees, for
each neeting the nenber attends and shall be reinbursed for al
reasonabl e and necessary expenses incurred in performng the
menber's duties required under this act.

(8) The board shall appoint an executive director and such
other staff as the board considers necessary to carry out its
responsibilities under this act. The reasonabl e and necessary
expenses of the board shall be paid by the system The state shal
rei nburse the systemthrough the appropriations process for any
reasonabl e and necessary expenses of the board paid under this act.

Sec. 4. (1) Persons appointed to the board, or the executive

director and any staff of the board, are subject to the sane
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requi renent as provided under section 2 of 1968 PA 317, MCL 15. 322,
and are subject to any other applicable law with respect to
conflicts of interest.

(2) The board shall establish policies and procedures
requiring periodic disclosure by persons appointed to the board, or
the executive director and any staff of the board, of relationships
which may give rise to conflicts of interest.

Sec. 5. (1) The board shall make reconmendations regarding the
establ i shnent of an ethics manual governing the conducting of
syst em busi ness and t he conduct of enpl oyees of the system

(2) The board shall nake recommendati ons regardi ng the
establ i shnent of policies under this section that are no |ess
stringent than those provided for public officers and enpl oyees by
1973 PA 196, MCL 15.341 to 15. 348.

(3) The board shall review whether the system adopted the
recommendati ons made under this section and post its
recommendati ons and findings on the board s website.

Sec. 6. (1) The board shall review the systenis rates and rate
maki ng process and nake recomendati ons to the systemregarding the
setting of rates.

(2) As part of the board' s review and oversi ght under this
section, the board shall issue an annual report which shall include
all of the follow ng assessnents:

(a) Wiether the rates for water and sewer service were just
and reasonabl e.

(b) Wiet her custoners were notified of a rate alteration

before the effective date of the rate alteration
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(c) Wiether any notices regarding rate alterations contained
any of the follow ng information:

(1) A statenment that the custoner's rate may change.

(ii) An estimate of the anobunt of the annual change for the
typi cal customer that would result by the rate change.

(1if) A statement that a custoner nay conment on or receive
conplete details of the rate alteration by calling or witing the
system

(d) Wiether the system provided at no cost to the custoner
conplete details of the rate alteration.

(e) Wiether the systemhad nore than 1 rate increase during
any 12-nonth peri od.

(3) The board shall make reconmendations to assist the system
in providing services to its custoners.

(4) The annual report and recomendati ons required under this
section shall be posted on the board's website.

Sec. 7. (1) The board shall make recomendations regarding
policies and procedures for the contracting by the system

(2) The board's reconmendations shall include that a contract
shall not be awarded by the systemunless the contract is issued
pursuant to a procedure that requires conpetitive bidding. The
recommendati ons shall provide that an exenption from conpetitive
bi ddi ng may be allowed for any of the foll ow ng:

(a) A negotiated contract if the amount is |ess than
$50, 000. 00 over the lifetine of the contract, including any
contract renewals or extensions.

(b) A contract that is for enmergency repair or construction
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necessitated by a sudden, unforeseen occurrence or situation of a
serious and urgent nature and is not for convenience or expedi ency.
A contract under this subdivision shall not be for a period greater
than 1 year.

(c) Arepair or construction contract that is necessary to
ensure the safety of or otherwise protect |life or property. A
contract under this subdivision shall not be for a period greater
than 1 year.

(d) A contract where procurenent by conpetitive bids is not
practicable to efficiently and effectively neet the water and sewer
syst em needs or where another procurenent nmethod is in the public's
best interests.

(3) The board shall review and make recomendati ons regardi ng
all contracts and contract renewal s, extensions, and change orders
or appropriations in an anount greater than $50,000.00 that are
approved or issued by the system

(4) For all contracts |ess than $50, 000. 00, the board shal
review and make recommendations if any renewal s, extensions, or
overruns cause the total contract anount to exceed $50, 000. 00.

(5) The board shall review and make recomendati ons regardi ng
all contracts approved or issued by the system under circunstances
descri bed in subsection (2)(b) through (d) that were not subject to
conpetitive bidding.

(6) The board shall recomend policies and procedures for
hiring of professional service contractors.

(7) Al contracts awarded by the system and the board's review

of and reconmendati ons concerning the contracts required under this
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section shall be posted on the board's website.

Sec. 8. The board created under this act is subject to the
freedom of information act, 1976 PA 442, MCL 15.231 to 15.246, and
t he open neetings act, 1976 PA 267, MCL 15.261 to 15.275.

Sec. 9. (1) The board shall retain a certified public
accounting firmto conduct an annual financial audit of the system
and to conduct performance audits of the transactions and
operations of the system

(2) The conpl eted annual financial audit required under this
section shall be subnmitted to the board within 6 nonths fromthe
end of the systemis fiscal year and posted on the board' s website.
The performance audits conducted under this section shall be
submtted to the board upon conpl etion and posted on the board's
website.

Sec. 10. (1) The chief financial officer of the water and
sewer system shall prepare and submt to the board for review and
recommendati ons a detailed operating and capital budget for each
fiscal year.

(2) The budget required under this section shall be subnmitted
at | east 60 days before the begi nning of each new fiscal year and
shal |l be posted on the board's website. The board shall conplete
its review and issue its recommendations no |ater than 42 days from
the date the budget is received.

(3) The chief financial officer shall imediately notify the
board if actual expenditures exceed the budgeted anount submtted
under this section.

(4) The board shall also review and provide oversi ght of the
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systeni s budget, budget adm nistration, expenditures, finances, and
ot her financial matters and make reconmendati ons regarding the
system s budget, budget adm nistration, expenditures, finances, and
other financial matters. The chief financial officer of the system
shal | provide the board with all budgetary and financi al
information that the board considers necessary to carry out its
responsi bilities under this act. The board's review and
recommendati ons and the information provided under this section
shall be posted on the board' s website.

Sec. 11. (1) An enployee of the water and sewer system who
beconmes aware of or suspects that any actions by another enpl oyee
or entity of the systemare prohibited by any |aw, rule,
regul ation, or policy shall report the violation to the board and
to the system

(2) A person who nmakes a report required under this section
shall have the sanme protections and rights as provided under the
whi st ebl owers' protection act of 1980, 1980 PA 469, MCL 15.361 to
15. 369.

Sec. 12. This act does not |imt or alter the powers and
rights to own and operate a water and sewer systemgranted to a
city under section 24 of article VII of the state constitution of
1963.

Sec. 13. A challenge to the validity of any provision of this
act shall be filed with and decided by the court of appeals under
section 10 of article VI of the state constitution of 1963.

Sec. 14. This act takes effect COctober 1, 2006.
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