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Town of Algoma Sanitary District #1 
April 13, 2017 

Regular Monthly Meeting. 
1) Open regular monthly meeting. 
2) Commission President Jim Savinski with Commissioner Peter Cernohous present called the regular monthly meeting for April to 

order at 12:00 p.m. Also present were Utility Director Kevin Mraz, District Accounting Manager Mike Claffey, District Attorney 
Ray Edelstein, and Utility Clerk Sara Gonzales. Commissioner Chad Hayes was excused. Also in attendance were representatives 
for the District’s auditor, Bryan Grunewald and David Minch of Schenck SC, for discussion on agenda item 7a) and Town of Omro 
resident John Santner, owner of 4416 Harbor Village Drive, for discussion on agenda item 7b). 
a) Jim noted the District is using a tape recorder for maintenance of the minutes. No one else is using one.  
b) Reorganization of the Commission due to public election. 

i) The Commission shall elect officers including President, Secretary, and Treasurer. Peter suggested the Commissioners 
retain their same positions and Kevin mentioned Chad previously agreed with that as well. Peter made a motion to retain 
Jim as President, Chad as Secretary, and Peter as Treasurer/second-Jim/carried unanimously. Jim suggested the 
meeting continue with agenda item 7b) followed by agenda item 7a). 

c) Approval of the minutes of the previous meeting. Jim made a motion to approve the minutes of the regular monthly 
meeting on March 9 as submitted/second-Peter/carried unanimously. 

d) Approve cash receipts and investments for sanitary and water. Peter made a motion to approve the cash receipts and 
investments for sanitary and water as submitted/second-Jim/carried unanimously. 
i) Note any investment changes. None.  
ii) Note any balance adjustments. None. 

e) Approve pending bills and previous disbursements for sanitary and water. Mike mentioned the following information regarding 
pending bills: 
- The first quarter invoice from the City of Omro to treat about 5.6 million gallons (MG) of flow plus the fixed charges for 

390 users and adjustments, total $27,714.57, which staff verified with the City prior to the meeting since the invoice had not 
yet been received. This equates to a total cost of about $4.96 per thousand gallons (1k gal). Last year, the District paid a 
little over $7 per 1k gal, which is the average when incorporating the higher rates the City charged for the first half of the 
year and the lower rates they charged in the second half of the year.  
- When Jim asked how many gallons per day (gpd) the Town of Omro is currently flowing to the City of Omro for 

wastewater treatment, Kevin answered it fluctuates between 50,000-60,000 gpd, for an average of about 56,000 gpd.  
- The McClone Insurance invoice of $9,658 is the new annual expense for the 2017-2018 Errors & Omissions Insurance, 

which is a 2% cost increase over the previous three year policy and is now locked in for a three year term.  
- Jim made a motion to approve the April pending bills and the March previous disbursements for sanitary and water 

as submitted/second-Peter/carried unanimously. 
3) Public Forum. This was completed under agenda item 7b). No one else was in attendance from the public. 
4) Commissioner Statements.  

- Peter said he appreciates that the District is proactive in its operation and maintenance, which helps reduce expenses and many 
critical issues are eliminated by completing routine repairs. Jim agreed, stating staff keeps such close track of its finances and 
the Commission already knows how the municipality is doing before the auditors present their analysis, noting that he was 
aware of the decline in the Water Utility’s cash balance and understood why. Kevin stated the importance of being prepared and 
appreciates that the Commission allows him to handle things preemptively. 

5) Director’s Report. 
a) Review of District statistics. Kevin stated the District is ahead of schedule and doing excellent this year for new water and 

sewer connections. The amount of sewer Contributions in Aid of Construction (CAC) funds collected have already exceeded 
the annual revenue goal and water supply assessments are being collected as well. 

b) Correspondence. No discussion was had on this agenda item. 
c) Status of 2017 projects.  

- Kevin stated the Operators noticed higher flows at the lift stations while diligently performing their field maintenance. 
Within a week, they found five sump pumps illegally discharging into the sanitary sewer system. All of these homes were 
inspected previously, however, with some of them being sold to a new owner(s) since. Staff met with a specific resident and 
posted notices on the doors of others, and the issues were resolved rather quickly. All five violating sump pumps were 
found in different areas of the Town, and there are wet ditches throughout both Towns, not simply in one area. 
o The previous afternoon, an Operator was marking the District’s utilities for a Diggers Hotline Ticket and noticed a 

manhole propped open with a large rock, with a sump pump discharging directly into the manhole in a side yard of a 
property on Olde Apple Lane. The Operator entered the District’s easement located through this side of the property 
and recorded a video of the violation.  

o Kevin explained ditches are the conveyance system for sump pumps discharges and stormwater, yet people do not want 
water in their ditches. About five years ago a District Operator met with Joel Rasmussen, the Town of Algoma Board 
Chairman, and the homeowners in the Olde Apple Acres area that complained of standing water in their ditches. 
However, the District had not received any calls from any residents in this area since.  

o Kevin explained several issues with this particular situation:  
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• If that stone fell into the manhole, not only could it damage the pipe, more importantly, it would likely plug the 
sewermain and backup every property upstream, forcing sewage into basements, and the District would have no 
idea what caused the problem. The Operators are especially concerned because they continually jet the sewermains 
to make sure nobody experiences a sewer backup. If a rock falls in, they would not know where it came from, and 
the District could be sued by people who experience backups. 

• This sump pump was pumping about 10 gallons per minute (gpm) every time it turned on, and the sanitary sewer 
system is not designed to handle that amount of additional flow. 

• A child playing near the manhole could get his/her fingers caught or could even fall into the open manhole.  
o Kevin noted there is a generational gap between the owner of record and the resident living at the premises, but they 

share the same last name. He proposed the District send a direct bill or issue a citation for the violation and asked the 
Commission for their support. 

o Ray explained the citation process, and also stated the District could mail a certified letter asking the owner to appear 
before staff on a certain date and time, confront them with the video, explain the many reasons why it is wrong, and 
give them a stern warning not to do it again. If they do not show up for the meeting, the District can then issue a 
citation since it does not have to be issued within a certain number of days of the violation. Kevin said he intends to 
confront the resident that afternoon to have the situation resolved as quickly as possible.  

o When Jim asked if the manhole cover was marked as sanitary sewer, Kevin stated it does not have open holes like a 
standard storm sewer cover, and they concluded a common individual would know it is not a storm sewer. Peter asked 
if removing a manhole cover was a violation, and Ray answered it was, in addition to the illegal discharge. Kevin stated 
the District does not allow residents, contractors, or surveyors to open manhole covers because debris could fall in. He 
added that Operators are trained and certified to enter confined spaces and have gas meters that recognize H2S gas, 
which a person can suffocate from quickly.  

o Jim suggested staff remove the rock and the discharging sump pump, close the manhole cover, and then follow through 
with the necessary action. He added if the resident is not the owner of record from the original inspection, the District 
may not want to immediately issue a citation, and Peter agreed. The Commissioners concluded by leaving the final 
decision up to Kevin and said they would support the action he decides to take. 

- There is a wooded vacant lot on North Oakwood Road just north of the Town Hall that has been for sale for many years. It 
currently has a water lateral at the property line and the sewermain is installed in the road, however, there is not a sewer lateral 
extended to the property. The road has about 10 year old asphalt that is still considered new and in fair condition. Kevin has 
been working with the potential buyer to bore under half of the road and dig up about a 10’ x 10’ patch of asphalt by the 
sewermain to make sewer available to this property. He will contact the Town of Algoma later that day to notify them of the 
possible connection and verify how they would like the road to be repaired. The District intends to repair anything it damages. 
He will also mention the sump pump violation on Olde Apple Lane since, once it is removed, the Town will likely receive calls 
regarding what residents are to do with sump pump water. 

- The District received some playground equipment for Our Park that will likely be installed over the next several weeks. Staff 
will order the woodchips to maintain the necessary 9” base to meet codes, which the swing set is marked to indicate that level. 

- Kevin showed a video of the interior of a dilapidated house on Reighmoor Road which staff noticed earlier in the year had 
broken windows and no heat. The owner currently lives in southern Wisconsin and intends to keep the structure because it is on 
the lake and he does not want to be burdened with shoreline setbacks and make necessary adjustments if he were to demolish 
the structure and rebuild. The current house is built on corner limestone pillars with joists across it, and lake water can be seen 
underneath. There is a sewer cleanout behind the house that is broken about one foot below grade, which probably happened 
when the homeowner removed trees on the property. Since the water level is higher than the one foot mark, about 5-10 gpm of 
water was pouring into the cleanout and into the District’s sanitary sewer system. With the homeowner’s permission, Kevin and 
another District Operator entered the property to plug the clean out. Later this spring, the owner will install a frost sleeve around 
it and replace the broken riser pipe. 

- Kevin showed a picture of another property on Reighmoor Road that has an artesian well. 
- With finding so many sump pumps flowing into the District’s sanitary sewer system within a relatively small amount of time, 

staff is wondering if it is worth the cost to mail a letter to all 2,500 District residents explaining sump pump requirements or 
wait until the annual Consumer Confidence Report is sent in June and include a front page article stating the requirements for 
sump pumps. The resident with the sump pump violation on Olde Apple Lane will likely tell neighbors what happened, and 
word of mouth will hopefully help rectify the situation.  
o Jim asked if the District found these illegal sump pump discharges because the Operators were looking in manholes and 

could see additional flow. Kevin explained when the District televises a sewermain, they can definitely see higher flow 
coming down the pipe, and the lift stations typically have higher run times in the spring. The Operators found these 
particular illegal sump pumps prior to jetting because, when they mark utilities, they open manholes covers and can hear 
sumps pumps turning on and off. They also know which houses should have tubes running out their back yards for sump 
pumps and know to check out that area.  

o Peter asked if there was a particular area, or areas, that might need the reminder to allow the District to focus its time and 
resources there rather than on the entire system. Kevin said that inspecting every house previously was a substantial 
undertaking. One Operator would allocate 30 minutes to complete an inspection and, even when they are only scheduled in 
certain areas to reduce travel time, they can only complete about 14 inspections per day. Jim thought issuing more fines 
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would stop residents from continuing to illegally discharge their sump pumps into the sanitary sewer system, adding that 
most people do so discretely from inside their house, and left it up to Kevin’s discretion. 

6) Old Business. None. 
7) New Business. 

a) Discuss and act on the 2016 Annual Financial Audit completed and presented by Schenck SC.  
- Bryan Grunewald of Schenck SC introduced himself and David Minch, also with Schenck SC. He then thanked Mike and 

the rest of the District staff for their preparation, as well as their assistance and cooperation throughout the annual financial 
audit process. He explained their firm issued two documents. The first document Schenck issued is the annual financial 
report, which includes all required financial statements, footnote disclosures, required supplementary information, and the 
independent auditor’s report stating that the information provided is their unmodified opinion and is complete, accurate, and 
in accordance with their professional standards. Schenck also issued a management communication letter, which included 
the information they are required to communicate as part of the audit process. He then proceeded with a PowerPoint 
presentation which included graphs that focused on key points from the financial statements. 

- Water Utility:  
o A high-level comparison of the overall operating results show a slight increase in revenues and a slight increase in 

expenses, resulting in a net operating loss of $53,112, mostly due to slight increases in depreciation, outside services 
and engineering costs. The amount of non-operating revenues and expenses mainly includes interest expense. The 
change in net position, or equity reserves, for the year was a slight decrease of $119,140. 

o The Public Service Commission (PSC) authorized a 1.4% rate of return in the District’s last rate case, and the District 
has experienced an increasing trend since 2014, with the rate of return for 2016 at 6.2%, which is pretty solid. When 
utilities go through a full rate application process, the PSC looks at financial trends and benchmarks, and then 
authorizes a plan based on that full rate application. Actual results are exceeding that amount, mainly due to the 
District’s growth. Kevin further explained that the District was not able to implement the 3% increase in water rates 
with a simplified rate case last year since the District exceeded the PSC’s annual rate of return benchmark. 

o The District has experienced an increasing trend in the number of gallons of water sold, with a slight increase in 2016 
over 2015. There has been some fluctuation in the percentage of water loss, reporting 14% in 2014 due to six breaks, 
recovering to 2% in 2015, and reporting 6% in 2016 due to a couple of breaks, which is still really good.  

o The history of previous water rate increases shows the District was unable to apply for the annual 3% increase in 2016. 
It also appears the District will not be allowed to apply for the 3% increase in 2017 either because its rate of return 
exceeds the 2017 benchmark. In order to get another rate increase and continue to follow its cash flow schedule, staff is 
looking at doing a full rate case later this year and re-implement the capacity/connection charge as well. When Kevin 
asked if Schenck handles full rate cases for their clients, Bryan answered they do very regularly.  

o There are a number of factors explaining why the District’s water utility cash and investment balances have decreased. 
While cash from operations is very strong and fairly consistent, generating $421,000 for 2016, the challenge is 
generating enough cash to make its debt payments with a decline in special assessment revenue over time. Schenck 
encourages the District to continue to monitor its cash flow and the funding of its annual debt payments.  

• Kevin added the District recognizes the Water Utility has higher general obligation debt payments that have to 
come from operational cash or special assessments and connection charges, which is why Kevin wants to make 
sure the PSC provides a new placeholder for that. The District’s general obligation debt also has tax levy authority, 
which the District has been successful in avoiding the use of. The District will need some additional cash on hand 
to make its debt payments over the next several years. Bryan noted the District’s future total principal and interest 
payments over next five years is pretty consistent, and Kevin added the District’s principal payments over the next 
three years are about $1.1-1.2 million, with the Water Utility only generating total revenue of about $1 million 
without considering operational expenses. Growth has been a huge benefit for the District, allowing it to be able to 
get this far without requiring an additional loan. Bryan added repaying $1 million of principal each year is a long-
term financial benefit for the District. 

o The change in net position indicates whether equity reserves are being built up over time. It is helpful to benchmark 
these balances to see the building of a trend rather than a lot of fluctuation. Overall, the Water Utility is very consistent 
and stable each year, however there is a slight shift in the amount of cash flow. The Net Investment in Capital Assets 
shows the cost of the District’s assets and how much of that cost is financed, with the District’s cash flow decreasing as 
it uses unrestricted cash to make its debt service payments. David then began his presentation of the Sewer Utility.  

- Sewer Utility:  
o Overall, the Sewer Utility’s operating revenues and expenses have both increased, resulting in an increase in its net 

operating loss due to an increase in depreciation expense. The amount of the change in net position has decreased from 
the previous year due to a decrease in capital contributions. However, the Sewer Utility still increased its overall net 
position for 2016. 

o Overall, the net position has been very stable over a three year comparison. The Sewer Utility has generated an increase 
of over $1 million in its unrestricted cash balance over the past three years to use for general operations. The balance of 
the redemption account also increased last year, which is to be used to fund future debt service payments. 

- Jim mentioned the District’s past auditors have always commented on its limited staff, and wondered if Schenck agreed 
with that position. Bryan stated the segregation of duties was included in the report as a finding, which discussed how 
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things are done in the office with a limited number of people. He believes the District is trying to be as efficient as possible, 
and part of the auditing process includes meeting with the office staff and talking about how things are going and to make 
sure duties are as segregated as possible. He agreed it certainly is a condition the District has to continue to be aware of and 
can further discuss any thoughts, suggestions, or different ways of looking at or doing something to help this process. 

- Peter asked the auditors how the District seems to be doing overall since this is the first time they have worked with the 
District. Bryan answered from an internal standpoint, he is very impressed with the accuracy, information, and record 
keeping. Financially, the Sewer Utility’s cash is very strong and is headed in the right direction. For the Water Utility, the 
6.2% rate of return when the PSC authorized the District only 1.4% is also very strong from an operating standpoint. The 
challenge for the Water Utility is the amount of its debt, and the District just needs to continue monitoring the Water 
Utility’s cash flow.  
o Jim mentioned the level of borrowing for the Water Utility and the bottoming out of the total amount of its cash 

balances over the next five years, and Kevin stated the District’s cash flow schedule has the Water Utility borrowing 
cash from the Sewer Utility every year until the year 2022 or 2023. Then, it would start to repay those funds over the 
following five years with the increase in operational revenues from the additional customers. 

o Kevin also explained the District’s goal is to provide safe drinking water to homes that want or need it. In order to 
provide municipal water service in an area, the District required a 70% threshold of affected homeowners willing to 
pay for the watermains, knowing that operational revenue will provide the remaining 30%. Deferred water assessments 
that change to participating will help to offset the water rates as well. Some homes already have safe drinking water, 
and when the District has to install a watermain past their property anyway, the deferred assessments add a burden on 
the Water Utility.  

o The Water Utility is still considered a brand new utility, and recently built three new well facilities and a water tower 
capable of serving about 2,000 connections. It currently has about 1,100 homes connected and paying toward the cost 
of the water system, with the District needing another 900 new connections to be made in order for the Water Utility to 
break even.  

- Jim asked the auditors to review the final page of the financial report regarding control efficiencies. Bryan explained he 
views it more as a disclosure in preparing the annual financial report. In an ideal internal control environment, the entity 
would prepare its financial statements and the auditors would audit them. However, it is very common today for auditors to 
also prepare the financial statements along with providing their opinion, and this disclosure is to remind the District of that.  
o When Kevin asked Schenck what ratio of their customers are preparing their entire financial statements internally, 

Bryan answered it is extremely common for an organization of this size to have this comment in their report. Typically 
the types of clients that Schenck does not prepare financial statements for are much larger entities with bigger resources 
and staff, such as some of the larger cities and counties. Kevin explained it is a balancing equation to consider, stating 
if staff completes them internally, it offsets the expense it incurs from the auditors, however, it requires the hours the 
auditors were able to supply with three CPAs for the amount of time it takes to complete those documents. Bryan stated 
that Schenck is accustomed to completing them for their clients, adding they have created templates and have 
efficiencies built in as part of their internal processes, which is why it is common for them to do it. He added Mike 
clearly did a very detailed review and has a good handle on the information presented in the financial reports so, in his 
opinion, the District should have a pretty high level of assurance with the quality of information included in them. The 
Commissioners thanked the auditors for their time, and the meeting continued with agenda item 2c). 

b) Authorize spending up to $20,000 to complete road repairs on Harbor Village Drive, Lansing High Point, and North Oakwood 
Road.  
- Kevin added additional pavement repairs on Marquart Lane and Georgetown Drive will be necessary as well, following 

recent water service replacements.  
- Kevin explained the Town of Omro paved Harbor Village Drive, and then the watermain was installed around 2005 to 

address the arsenic contamination in that area. Many services were installed in the ditch outside the asphalt, however, there 
are 13 that required road excavation to install laterals to lots on the other side of the street. Now that those excavations have 
settled over the last dozen years, there is a substantial dip where the water laterals cross the road. John Santner, owner of 
4416 Harbor Village Drive, agreed with that analysis.  

- The Town of Omro Sanitary District consolidated with the Algoma Sanitary District after that project was completed, and 
Kevin feels it is right to bring the road up to the District’s standards. Jim asked if the rest of the road is in good shape, and 
Kevin answered generally yes, but in addition to the watermain creating depressions, the culverts under the road create 
additional bumps. Jim asked if the Town of Omro plans to do road repairs on this street. Kevin stated he emailed the Town 
of Omro Chairman, Brian Noe, to inform him the District is accepting bids at this time and to see if he wanted to coordinate 
the project with the District and have the culverts repaired under the District’s contract, with the Town paying their portion 
of it. Brian toured the area with Winnebago County the previous week to discuss the repairs the Town is proposing to 
perform on Harbor Village Drive, and the District would like to coordinate with the County to complete the repairs at the 
same time. John stated the residents of Harbor Village are happy to see progress being done to fix the 13 crossings and 
multiple culverts. He added the road is only 0.5 mile long and these repairs will result in over 26 additional new patches. He 
wondered if anyone has considered resealing the road with asphalt or something that would make it one continuous piece 
rather than 26 little pieces placed together. Kevin answered the road already has 13 patches with saw cuts on both sides. 
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Kevin explained the District will only mil out the depressed areas to make them level in those 13 areas and will not install 
an overlay asphalt down the whole road. 

- Jim asked if the Town becomes involved and they utilize the County, would the project be completed at the end of the 
season. Kevin stated he wants this project to be one of the first the contractor completes this spring. Kevin told John if he 
would like to see sealcoat placed throughout the entire road, the property owners association should contact Brian. When 
Kevin asked if Harbor Village was a private road, John explained it previously was a private road but the Town of Omro 
accepted ownership of it about five years ago. Kevin also mentioned the road is probably on some type of normal 
maintenance cycle and may be on schedule for a sealcoat application, for example, in the near future. 

- Kevin explained the ground area around the water laterals contains granular material which allows water to drain out. The 
rest of Harbor Village Drive is on native ground and is made up of other material that absorbs water. Each winter the 
ground freezes and exacerbates the expanding frost issue creating a dip in the road. This project will make the road flush 
eight to nine months of the year and, hopefully, there will be a minimal dip in winter.  

- Lansing High Point is a private lane and only about 11 feet wide. It will be easier and cheaper to repave the entire stretch 
rather than making additional cuts in the asphalt. 

- The Town of Algoma is receiving bids the following day to resurface North Oakwood Road later this year. Kevin has been 
working with some of the contractors who brought in the Town’s plan to review. The District would like to get the 
proposed grade from the Town to adjust manholes and valve boxes prior to milling. 

- Peter made a motion to authorize staff to spend up to $20,000 to complete the road repairs on Harbor Village Drive, 
Lansing High Point, and North Oakwood Road/second-Jim/carried unanimously. Jim added Kevin intends on 
completing road repairs on Marquart Lane and Georgetown Drive as well, and Kevin stated those will be considered 
separate projects that are not included in this cost, which he expects to cost a maximum of around $1,000 each. 

c) Review District Mission Statement and General Powers and Duties according to WI Statute 60.77(4).  
- Kevin stated since the election was completed recently, he would like to make sure the Commission and staff are following 

the guiding principles of the District’s mission statement and asked if any changes were proposed. Jim said he was 
comfortable and proposed to leave them as they are written, and Peter agreed.  

- Kevin stated the general powers and duties allows the Sanitary District to provide municipal water service, solid waste 
collection, such as garbage and refuse, and sanitary sewers, including drainage improvements, surface sewers and storm 
water sewers. Currently, the Town of Algoma and the Town of Omro handle the storm sewers.  

d) Discuss and act on awarding website design and development to Blue Door Consulting. Kevin explained each entity the District 
received quotes from had a little different take on which type of content management software system they like to use. Blue 
Door Consulting is local and they have a full staff available to help when things come up. They can develop a system that 
District staff can maintain for a range of $4,100-$5,200, depending on the amount of content required, and Kevin proposes to 
set maximum budget of $6,000 to account for incidentals. Peter made a motion to award the website design and 
development contract to Blue Door Consulting for an expenditure not to exceed $6,000/second-Jim/carried unanimously. 

8) Jim made a motion to adjourn the regular monthly meeting at 1:03 p.m./second-Peter/carried unanimously. 
 
 
Respectfully Submitted:  ___________________________________________ 
     Michael Claffey, Accounting Manager 
 
Approved:   ____________________________________________ 
        James Savinski, President 


