
 

         

    

 

 

March 2, 2018 

 

Linda Kutchenriter 

City Administrator 

205 S Webster Ave 

P.O. Box 399 

Omro, WI 54963 

 

Dear City of Omro Council and Staff: 

This letter addresses the City of Omro Water Utility’s current need for additional drinking water supply 

capacity required to serve your community during normal operations and to provide sustained support to 

the Omro Rushford Fire Department during firefighting operations. According to the attached City of Omro 

10 Year Utility/Public Works CIP Estimates, the City’s Water Utility is proposing several construction 

projects to address your current source water deficiencies. These projects include: the addition of a new 

Well #3 and water treatment facility at an estimated cost of $1,350,000, installation of additional water 

main to connect the well facility at an estimated cost of $400,000, and a proposed elevated water storage 

tank at an estimated cost of $1,914,000. The cost of these projects would require the City’s Water Utility 

to implement a very significant water rate increase.  

Algoma Water Utility’s Wholesale Water Proposal – A Cost Effective Alternative 

As an alternative, the Algoma Water Utility is proposing to provide wholesale water service to the 

City of Omro’s Water Utility, which would eliminate the need for your projects and minimize the water 

rate increase for City ratepayers. This proposal would benefit both parties by capitalizing on the Algoma 

Water Utility’s available water capacity to meet the City’s daily water demands, thereby increasing 

efficiencies while serving all of our customers in a more cost-effective manner. This proposal would also 

make additional volumes of safe drinking water available to the City, to provide for the City’s continued 

growth potential. This plan would also build required redundancy into the City’s drinking water system 

and provide a new pressure source on the east side of the City.  

The attached map depicts how an Algoma Water Utility transmission main would serve wholesale water 

to the City. This draft plan includes the installation of a 12” water main from Harbor Village Drive at 

Leonard Point Road, along Springbrook Road, and includes installing a water meter and control station at 

the Justin Drive intersection. Another option for the connection point is at the east end of the Whispering 

Fox Subdivision, and if the City prefers this location, the Algoma Water Utility would install a water main 

river crossing. The metering station would be controlled and monitored through both water utility’s SCADA 

systems.  
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This proposal would provide the City of Omro wholesale water under the following parameters: 

 The Algoma Water Utility would pay for the transmission water main extension and meter vault at 

an estimated cost of $1.2 million.  

 The Algoma Water Utility would supply no less than an average of 100,000 gallons per day to the 

City of Omro and provide approximate water flow rates from 0 to 400 gallons per minute.  

 The annual cost to the City would be approximately $165,600 for 36.5 million gallons (MGs) of 

water. ***Exact volumes and prices will be determined at a later date; however, this estimated 

figure provides a value for you to begin your review of our proposal. 

 This agreement would not restrict new growth within the City of Omro and could expand in volume 

based on the City’s growth needs. For example, for each new connection made to the City’s water 

system, we could simply increase the minimum daily volume of water by 188 gallons per equivalent 

connection. (An equivalent connection is equal to a single family home using 17,000 gallons per 

quarter.)  

 The agreement would have a minimum term of 20 years. 

Water Quality 

Our Water Utility provides safe drinking water that meets all water quality standards and we have active 

filtration systems that remove primary and secondary contaminates such as iron, manganese, radium, and 

other radionuclide contaminates. We can supply a complete list of our sample results and prepare additional 

samples as requested if we proceed. 

Wholesale Water – Benefits of Collaboration for the City of Omro 

 Eliminate the need for the City’s Well #3 facility at an estimated cost of more than $1,350,000, 

which would also remove the City’s need for an additional transmission water main extension to 

the proposed well facility along N. Webster Ave. at an estimated cost of $400,000. 

 Remove the need for a second elevated water tower, at an estimated cost of $1,914,000, because 

this new water source would provide additional fire protection to the east side of the City. This 

would also prevent the risk of freezing water inside the additional water tower during the winter 

months due to longer detention time. 

 Allow for continued City growth by receiving additional water without adding new treatment 

facility infrastructure. 

 Prevent an increase in PILOT (Payment-In-Lue-Of-Taxes) the City charges its Water Utility. If all 

three projects referred to earlier are constructed, the PILOT charge would increase by more than 

an additional $61,000 annually based on 2016 tax rates. (Tower + well facility + water main = 

$3,664,000 * 0.93 Assessment Ratio * 0.018 City tax rate = $61,335). 

 Reduce the overall bonding required by the City’s Water Utility in the near future, making funds 

available for other City projects.  

 Reduce the need for additional staff time, as well as additional treatment, pumping, and operation 

and maintenance costs, which would be required by adding a new drinking water treatment facility. 

 Save the City an additional $15,000 annually, or approximately 57% of your current annual 

chemical and pumping expenses, by purchasing 36.5 MGs of drinking water from the Algoma 

Water Utility.  

 Save City Water Utility ratepayers over $158,000 per year in bond principal and interest payments 

by removing the need to install the proposed infrastructure (see table included). 



o This would save each of the approximate 1,450 City equivalent meters about $109 per year 

or it would prevent the City from having to increase the water volume rate an additional 

$2.43 per 1,000 gallons. 

Wholesale Water – Benefits of Collaboration for the Algoma Water Utility: 

 Increase the Algoma Water Utility’s average daily water pumped from 180,000 gallons per day to 

280,000 gallons per day, which would increase the usage of available production capacity from the 

current 47% up to 77%.  

 Allow for reserve capacity to serve more than 800 additional new connections in either community. 

 Receive low interest rates by taking advantage of the Algoma Water Utility’s bond rating of AA- 

from Standard & Poor’s. 

 By increasing the daily volume of water pumped, the cost of water per thousand gallons is reduced, 

saving approximately $57 annually for our Town of Omro and Town of Algoma water customers 

by maximizing our economy of scale. 

 Minimize anticipated water rate increases to Town of Omro and Town of Algoma residents. 

 Expand the coverage area served by fire hydrants for fire protection service within the Town of 

Omro. 

Conclusion 

The Algoma Water Utility is offering to provide wholesale water service to the City of Omro because 

it would benefit all of our customers. The City could save more than $158,000 per year by becoming a 

wholesale water customer rather than installing its proposed infrastructure, and Algoma Water Utility 

customers would save money by increasing its economy of scale and reducing the cost of water per gallon. 

This proposal utilizes a portion of the Algoma Water Utility’s available capacity to provide the City 

additional water to meet its currently inadequate volume of water supplied by the City’s two existing wells. 

The Algoma Water Utility would like to suggest holding a workshop with our elected officials and staff to 

explore the benefits of working together to serve the needs of our communities. Please contact us to 

schedule a workshop to discuss the benefits of becoming a wholesale water customer in further detail. 

 

Respectfully, 

 

Kevin Mraz 
 

Kevin Mraz 

Utility Director 

  



 
 
 
 

* This is an example to allow a simplified review. The PSC will determine the new rates based on depreciation and rate of return 
formulas and will likely be divided between fixed, volume, and public fire protection charges. 

Cost Effective Analysis 
City Proceeds with Well Facility and Water Tower Utility Projects   

  Total  
Construction  

Cost  

 Annual Debt  
@ 3.25% over  

20 Years  

 Annual Volume  
of Water Sold          

(in 1,000's of gal)  
 Cost per 
1,000 gal  

  

   

City Water Utility Planned Projects   

#1  Well #3 Water Treatment Facility     $     1,350,000   $        90,528     65,000  $     1.39    

#2  Connecting Watermain to Well #3 Facility     $        400,000   $        28,398     65,000  $     0.44    

#3  Elevated Tower #2     $     1,914,000   $      128,349     65,000  $     1.97    

#4  Other City Only Watermain Projects     $     2,190,400   $      146,884     65,000  $     2.26    

#5  PILOT Costs on all of the above   $        98,003     65,000  $     1.51    

#6 Additional Operational & Maintenance Expenses    $             TBD     65,000     

Total     $     5,854,400   $        492,162     65,000  $     7.57    

Plus Current Rate per 1,000 gal     $     2.95    

New Rate per 1,000 gal to City Customers     $   10.52   

    * (see below)   

Anticipated Annual Cost Increase Based on 1,450 City Meter Equivalents:  $           339.42      

       

       

City Enters Into Wholesale Water Agreement with the Algoma Water Utility  
 - Assumes 36,500,000 gallons purchased annually 

 Total  
Construction  

Cost  

 Annual Debt 
@ 3.25% over 

20 Years  

 Annual Volume  
of Water Sold           

(in 1,000's of gal)  
 Cost per 
1,000 gal  

  

 - Eliminates the need for projects #1-3 above and    

    decreases the expense for #5   

Wholesale Water Cost City Pays to the District   $     165,600  65,000  $    2.55    

Less Chemical & Electrical Savings to the City (57%)   $     (15,000) 65,000  $  (0.23)   

Other City Only Watermain Projects  $     2,190,400   $     146,884  65,000  $    2.26    

PILOT Costs on the Other City Only Watermain Projects    $       36,667  65,000  $    0.56    

Total  $     2,190,400   $     334,151  65,000  $    5.14    

Plus Current Rate per 1,000 gal     $    2.95    

New Rate per 1,000 gal to City Customers     $    8.09   

    * (see below)   

Anticipated Annual Cost Increase Based on 1,450 City Meter Equivalents:  $     230.45      

       

       

Savings to the City by Selecting Wholesale Water Versus City Projects   

Annual Expense and Rate Savings Comparison for Choosing Wholesale: $     158,010          or   $    2.43  

Annual Cost Savings per City Resident Based on 1,450  City Meter Equivalents: $      108.97  per equivalent meter    


