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MEMORANDUM 

Highland Park Bad Debt Expense Review December 15, 2021 
Executive Summary 

To: Nicolette Bateson 

From: Bart Foster 

A brief update on Highland Park bad debt expense, and how it impacts charges to other GLWA 
Member Partners. More thorough discussion and analysis is documented elsewhere.  

• The year-end working papers supporting the FY 2021 audit reveal an “allowance for
doubtful accounts” for Highland Park totaling approximately $49.1 million, and a
resulting FY 2021 bad debt expense of approximately $4.16 million, as summarized
below.

The remainder of this document discusses Water and Sewer impacts separately. 
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Water 
• Starting with the FY 2017 Water service charges, we began effectively increasing 

charges to ALL Member Partners (including Detroit) by amounts equivalent to 
Highland Park’s allocated revenue requirement.  

• The FY 2021 Water bad debt expense for Highland Park was $1.19 million, which was 
consistent with the amount we included in the FY 2021 charges.  

• The proposed FY 2023 Water Charges include the entire revenue requirement allocated 
to Highland Park as a “bad debt revenue requirement” allocable to all Member Partners, 
including Detroit.  

 
Sewer 

• As shown in the table below, payment performance improved in FYs 2018 and 2019, 
but fell off during FY 2020 and 2021, and no payments have been made during FY 
2022.   

 
 
 

• Through the end of FY 2019, (via a combination of prospective bad debt recovery and 
bad debt true up recovery) Member Partners had been charged approximately $324,500 
more than the actual bad debt incurred by Highland Park. We’ll refer to that figure as 
the “Cumulative Balance” herein. 

• By the end of FY 2020, this figure was close to zero. 
• Subsequently, the Board deferred implementation of the FY 2021 Charges, leaving the 

FY 2020 Charges (and the ~ $188,000 per month of bad debt related amounts that they 
contained) in effect for the first six months of FY 2021. As a result, suburban wholesale 
Member Partners were charged an additional $1.13 million in bad debt related charges 
that would not have been collected had the FY 2021 Charges been implemented as 
originally scheduled. 
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• We took this information into consideration when designing the FY 2022 Sewer 
Charges. When we developed the FY 2022 suburban wholesale Sewer charges we did 
not include any amounts related to Highland Park Sewer bad debt in the charges. 

o This decision was supported, in part, due to the COVID environment and by a 
desire to implement the FY 2022 SHAREs in a revenue neutral fashion. 

• The FY 2021 Sewer bad debt expense for Highland Park was $2.92 million. This figure 
increased the Cumulative Balance to $1.85 million as of June 30, 2021. This amount is 
technically due from Suburban Wholesale Member Partners via a surcharge to their 
allocated FY 2023 revenue requirements. 

 
 

• If Highland Park makes no payments during FY 2022 the Cumulative Balance will 
grow to $7.2 million, since no surcharge amounts were included in the FY 2022 
charges.  

• Assuming the non-payment continues, the Cumulative Balance could grow to $12.5 
million by the end of FY 2023. We believe it would be reasonable to include that entire 
amount and make the System “whole” via the FY 2023 charges, we would have to 
include over $13 million as a revenue requirement. That approach would result in a 
5.0% charge increase (all else being equal) for the Wholesale Sewer Member Partners 
(again not Detroit) – before consideration of any budget or other charge related 
considerations. 

• In accordance with our recent discussions, we have included one year’s worth of billing 
to Highland Park as a “bad debt surcharge” to Suburban Wholesale Member Partners 
in the proposed FY 2023 Sewer Charges.  We believe that this is reasonable approach. 
It will result in an approximate 2.0% “surcharge” to Suburban Wholesale Member 
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Partners during FY 2023. The Sewer Charge calculations in the documentation 
summarizing our FY 2023 Service Charge Recommendations embrace this approach. 

• Note that under current (non) payment performance this approach is forecasted to still 
result in a Cumulative Balance of $7.2 million at the end of FY 2023. 

 
We are prepared to discuss this matter at your convenience. 




