DATE: May 31, 2007

MEMORANDUM

T0: Mayor Dave Cieslewicz
Board of Water Commissioners

FROM: Michael P. May, City Attorney

SUBJECT: Recommendation to Resolve Conflicts Between Sec. 66.0805, Wis.
Stats., and Chapter 13, MGO, City Water Utility

| was asked to prepare a memorandum on certain legal issues with the current City
ordinance for the Water Utility, and to recommend needed changes. 1 understand this
will be an agenda item for the Board of Water Commissioners at its meeting on

June 19, 2007. | will be at that meeting, but must leave in fime to attend the Common
Council meeting at 6:30 p.m.

There are conflicts between state statutes governing utility commissions and the
Madison ordinances. In addition, some of the City's practices with respect to utility
operations are not strictly in compliance with state law.

These issues have come up in several contexts. This memorandum addresses the

issue in the context of the Water Utility and its Board of Water Commissioners. The
same issues may arise with respect to other utility commissions.

Sec. 66.0805, Wis. Stats,

This is the statute that governs the operation of utility commissions. The statute is
designed to give a certain level of independence te utility commissions, to separate
them from the political influences of the common council (note that the purpose is to
provide for "non-partisan management" of utilities). Several sections of the statute will
be set out below, and a copy of the statute is attached to this memo.

Of primary importance is that the utilization of a utility commission as described in the
statute is optional with the City. The Common Council may, if it so desires, abolish a
utility commission and transfer the control of the utility to a committee of the Common
Council, the Board of Public Works, or some other specially established board or
commission. Sec. 66 0805(6), Wis. Stats. Thus, although utility commissions do enjoy
certain levels of independence, they ultimately are responsible to the overall policies of
the City as established by the Common Council. It is for this reason that | often refer to
- such commissions as “quasi-independent.”

05/3 il{)'.’»F:\Alroot\Docs\mpm\Waler UtiliAWalerBoard 051507 memo doc



May 31, 2007
Page 2

Nonetheless, the Wisconsin Supreme Court made clear in the case of Schroeder v.
City of Clintonville, 90 Wis. 2d 457, 280 N.W.2d 166 (1979), that once a municipality
opts to utilize a commission under the procedure set out in 66.0805(1), Wis. Stats., the
municipality must follow those procedures and create the quasi-independent
commission envisioned in the statute. The court expiicitly rejected the City of
Clintonville's claim that it had created a "hybrid" commission. 90 Wis.2d at 465. As will
be noted below, it appears that this “hybrid” is exactly what Madison may have intended
in chapter 13, MGO.

Some of the relévant provisions of the statute provide as follows:
66.0805 Management of municipal public utility by commission.

(1)  Except as provided in sub. (8), the governing body of
a city shall, and the governing body of a village or
town may, provide for the nonpartisan management
of a municipal public utility by creating a commission
under this section. The board of commissioners,
under the general control and supervision of the
governing body, shall be responsible for the entire
management of and shall supervise the operation of
the utility. The governing body shall exercise general
control and supervision of the commission by
enacting ordinances governing the commission's
operation. . ..

* % %

(3)  The commission shall choose a president and a
secretary from its membership. The commission may
appoint and establish the compensation of a
manager. The commission may command the
services of the city, village, or fown engineer and may
employ and fix the compensation of subordinates as
necessary. . . .

* h %

(6) Ina2nd, 3rd or 4th class city, a village or a town, the
council or board may provide for the operation of a
public utility or utilities by the board of public works or
by another officer or officers, in lieu of the
commission provided for in this section.
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In Schroeder v. City of Clintonville, supra, the utility commission had granted a 10%
wage increase to the utility employees. The common council voted to rescind the
increase and grant a 6% wage increase, the same as had been granted to other city
employees. The employees sued the city after their claim was denied.

The Supreme Court ruled that the authority to set the wages for the utility employees
rested in the utility commission. The Court first found that the authority given to the
commission to fix the compensation of employees was a specific statute, which
governed over any general authority that the common council normally had over
employees’ salaries, or over boards and commissions. The Supreme Court then
quoted with approval from prior opinions of the Attorney General that "it was the
legistature's intent that the 'operation of the municipal utility be carried on divorced from
the direct supervision of the council.” 90 Wis. 2d at 463.

Finally, the court rejected Clintonville's assertion that it had created some sort of hybrid
or de facto form of mixed management that had stripped the commission of its statutory
authority. 90 Wis, 2d at 465.

It should be noted that, among other authorities on the power of utility commissions are
the following: the Attorney General has opined that a utility commission might retain its
own attorney, 23 OAG 256 (1934); the statutory change giving utility commissions
"entire charge and management” was considered to have subsumed the utility
commission's authority to enter into contracts on behalf of the city set forth in the prior
statutes, L. 1921, C. 396; utility commissions are not separate corporations or quasi-
municipal bodies, but departments of the City which are granted some independence
by law, Roberts v. City of Madison, 250 Wis. 317, 325, 27 N.W.2d 233 (1947), 65 OAG
243 (1976).

Sections 13.01 to 13.02, Madison General Ordinances

An examination of Secs. 13.01 and 13.02, MGO, shows some conflicts with the general
state law set out above. Among those are the following:

1. Although the ordinance refers to Sec. 66.0805(2), it does not explicitly state that
the commission is one created under Sec. 66.0805.

2. The ordinance does not explicitly state that members of the commission are
elected by the Common Council.

3. The language with respect to the authority of the Board and the Common
Council in 13.01(2), relies on outdated language in the ordinance, and fails to
accurately track the current statute. :

4, Sec. 13.02(1) provides that the Utility general manager is appointed by the Board

of Water Commissioners "subject to approval of the Mayor and Common Council
and the position filled according to Sec 3.38(6)(f) of these ordinances”.
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Particularly with respect to the last provision, the Madison General Ordinances appear
to be attempting to create some in-between or *hybrid” position with respect to the
Water Utility Commission’s authority. Some of these same conflicts or inconsistencies
exist in the Utility Manager's contract.

Recommendation

There are a number of potential resolutions of these discrepancies. | recommend that
the City take the following course:

As noted above, there is no requirement that a Madison use a quasi-independent utility
commission at all. The City could use sub. (6) of the statute to provide for “the operation
of a public utility or utilities by the board of public works or by another officer or officers,
in lieu of the commission provided for in this section.” The City should do so, and
reconstitute a new “Water Board” with essentially the same powers it has today under
City ordinances.

Under this scenario, the City would modify its ordinances to say it was not creating a
commission under Sec. 66.0805(1), Wis. Stats., but rather was exercising its optional
powers and creating a new set of officers called the “Water Board” and giving them .
specified powers. Then the City could in its ordinance give the Water Board essentially
the same levels of authority that it currently has, but in a manner that does not run afoul
of the statutes, and avoids the possibility of messy litigation at a later point.

| think this option will both bring the City in line with state law and preserve most of the
existing practice as to how the City operates. This could be a model for addressing
similar issues | have seen in other ordinances.

While other options, such as strict compliance with the State statute, or use of a charter
ordinance, are possible, they would require significant changes in the City’s operation
or additional legal risks, or both. In addition, | do not recommend using this process to
make any significant changes in the relationship between the Water Utility, its Board,
and the Common Council. While such policy choices may be worth examining, |
recommend that the first step is simply to bring the ordinance and state law into
alignment.

| have attached a draft ordinance that makes the changes recommended above, and

also increases the size of the Water Board to 7 voting members, plus the Public Health
Director as a non-voting member.
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Attach_ments

A. Sec. 66.08(_)5, Wis. Stats.
B. Sec. 13.01 to 13.02, MGO.

C. Draft of Proposed Revisions to Sec. 13.01 to 13.02, MGO

Michae! P. May
City Attorney

CC: All Alders
David Denig-Chakroff
Janet Piraino

MPM:pah
Attachments
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GENERAL MUNICIPALITY LAW - 66.0805

66.0805. Management of municipal public utility by commission

(1) Except as provided in sub. (6), the governing body of a city §ha11, and the -
governing body of a village or town may, provide for the nonpartisan manage-
ment of a municipal public utility by creating a commission under this section. -
The board of commissionérs, under the general control and supervision of the
governing body, shall be responsible for the entire management of and shgll
supervise the operation of the utility. The governing body. shall exercise

~ general control and supervision of the commission by enacting ordinances

governing the commission’s operation: The board shall consist of 3, 5 or 7
commissioners

(2) The commissioners shall be elected by the governing body for a term,
beginning on the first day of October, of as mauy years as there are commis-
sioners, except that the terms of the commissioners first elected shall expire
successively one each year on each succeeding first day of October.

(3) The commission shall choose a president and a secretary from i_ts mem-
bership. The commission may appoint and establish the compensation of a
managet The commission may command the services of the city, village or

town engineer and may employ and fix the compensation of subordinaites as
nécessary. The commnission may make rules for its proceedings and for the
government of the department. The commission shall keep books of account,
in the manner and form prescribed by the department of transportation or
public service comudission, which shall be open to the public.

(4)(a) The governing body of the city, village or town may provide that .
departmental expenditures be audited by the commission, and if approved by o
the president and secretary of the commission, be paid by the city, village or
town clerk and treasurer as provided by s. 66.0607; that the utility receipts be
paid to a bonded cashier appointed by the commission, to be turned over to the
city, village or town treasurer at least once a month; and that the commission
have designated general powers in the construction, extension, imnprovement
and operation of the utility. Actual comstruction work shall be under the
immediate supervision of the board of public works or corresponding authority.

(b} If water mains have been installed or extended in a municipality and the
cost of installation or extension has been in some instances assessed against the
abutting owners and in other instances paid by the municipality or a utility, the
governing body of the municipality may provide that all persons who paid the )
assessment against any lot or parcel of land may be reimbursed the amount of i
the assessment regardless of when such assessment was made 6r paid Reim- '
bursement may be made from such funds or earnings of the municipal utility or
from such funds of the municipality as the governing body determines.

(5) Two or more public utilities acquired as a single enterpr.ise'may be
operated under this section as a single enterprise.

(6) In a 2nd, 3rd or 4th class city, a village or a town, the council or board
may provide for the operation of a public utility or utilities by the board of
public works or by another officer or officers, in lieu of the commission
provided for in this section. !




Section

13.01
13.02
13.03
13.04
13.05
13.06
13.07
13.08
13.09

-13.10

13.01

13.11
13.12
13.13
13.14
13.15
13.16
13.17
13.18
13.19
13.20
13.21
1322
1323

CHAPTER 13

PUBLIC WA’IER SUPFLY SYSTEM
(Title Am by Ord. 6665, Adopted 6-26-79; Am. by Ord. 12,357, Adopted 3-16-99)

Board of Water Commissioners.

Appointment of General Manager; Duties.

Duties of General Manage:

Outdoor Water Usage Restrictions. (Cr by Ord. 5569, 8-13-76)

Contracts for Lease of Water.

Access to Premises

Service Connections:

Laying of Mains and Service Pipes When Streets are Paved

Expense of Laying Service Pipes.

No Claims to be Allowed Against City for Interrupnon of Water Supply or Consequential
Damage.

Opening of Fire Hydrants

Collection of Water Utility Charges.

General Tax for Benefit of Water Utility.

Surplus Revenues

Cross Connection Control (Am. by Ord 12,344, 3-2-99)

Fixing The Area in Which Water Service is to be Extended Beyond the Municipal Limits
Adoption by Reference (Cr. by Ord 12,357, Adopted 3-16-99)

Lead Water Service Line Replacement (Cr. by Ord. 12,544, 2-18-00)

Water Main Assessment Procedure. (R & Recr. by Ord. 4902, 2-25-75)
Tampering with Water Meters Prohibited. (Cr. by Ord. 7848, 11-5-82)

Well Abandonment (Cr. by Ord. 10,136, 11-14-90; Am by Ord 12,345, 3-2-99)
Wellhead Protection. (Cr. by Ord. 13,106, 7-23-02)

Penalty.

BOARD OF WATER COMMISSIONERS.

(b

Board of Water Commissioners There shall be a board of five (5) water commissioners, whose
duty shall be the management and operation of the City Water Utility One (1} commissioner
shall be a member of the Common Council. Pursuant to Sec. 66.0805(2), Wis. Stats,
commissioners shall be appointed on a staggered basis for a term each of five (5) years. In case of
vacancy the Common Council may at any regular or special meeting elect a member for the
unexpired term. In addition, the Director Public Health under Sec 7.02, MG O., or his or het
designee shall serve as an ex-officio, non-voting member of the Board in order to provide advice
and information to the Board on health issues related to the Water Utility. The Director of Public
Health shall not vote, may not make motions, and shall not be counted as 2 member in
determining quorum or majorities. (Am. by Ord. 10,239, 4-12-91; ORD-06-00098, 8-2-06))
Meeting and QOrganization of the Board. The commissioners on an annual basis shall choose from
among their number a president, vice president and sectetary The Board of Water
Commissioners may make rules for its own proceedings and for the government of the Utility
The Board shall keep books of account in the manne: and form prescribed by the Public Service
Comrmission which shail be open to the public. The Boaid shall have the general management and
supervision of the City Water Utility and all matters connected therewith and shall have the
general power and authority to make rules and regulations for the management of said Utility as it
shall fiom time to time find necessary for the safe, economical and efficient management and
protection of the water utility The Board shall issue an annual report which shall be made
available to the Common Couneil

(Sec. 13.01 Am by Ord 6665, Adopted 6-26-79)
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