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Overall Budget & Charges Timing – To Date
• Friday, September 8, 2023 – Internal Deadline for Cost Center Budget Request
• Tuesday, September 12, 2023 – Capital Planning Committee – Preliminary CIP 

Spend Update and Presentation – Actual, Forecasted, and Proposed
• Wednesday, September 13, 2023 – Board of Directors Meeting

• Economic Outlook Task Force Report – Quarterly Update
• Budget and Charges Briefing

• Thursday, October 19, 2023 - Charges Rollout #1 – CIP Version 1.0
• Tuesday, November 14, 2023 - Charges Rollout #2 - Units of Service 
• Thursday, November 30, 2023 – Pencils Down to Compile Proposed Materials
• Friday, December 15, 2023 – Audit Committee - Proposed Budget and Related 

Charges Strategy  (12.15.2023 Draft 1 available online)

https://glwa.wpenginepowered.com/wp-content/uploads/2024/01/Draft-1-Proposed-Biennial-Budget-and-Financial-Plan-12.15.2023.pdf
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Overall Budget & Charges Timing - January

• Thursday, January 11, 2024 – Charges Rollout #3 – Proposed Charges and 
Introduction of Proposed Budget

• Note:  Cost of Service Study dated December 29, 2023 posted online on January 9, 2024

• GLWA “Office Hours” to review Charge related material with individual 
Member Partner representatives

• 1/16/2024 (all day)
• 1/17/2024 (morning only)
• 1/22/2024 (all day)

• Thursday, January 18, 2024 – Charges Rollout #4 – Feedback on Charges, 
Office Hours Q&A, and Further Review of Proposed Budget

• Wednesday, January 24, 2024 - GLWA Board Briefing – Budget & Charges

https://glwa.wpenginepowered.com/wp-content/uploads/2024/01/FY-2025-COS-Service-Charge-Recommendations-1222923.pdf
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Overall Budget & Charges Timing – February+
• Wednesday, February 28, 2024 (Tentative) – Board Meeting

• Public Hearing FY 2025 & FY 2026 Biennial Budget 
• Public Hearing FY 2025 Schedule of Revenues and Charges 
• Proposed Adoption of FY 2025 & FY  2026 Biennial Budget (subject to public comment)
• Proposed Approval of the FY 2025 & FY 2026 Biennial Budget (subject to public 

comment)
• Proposed Approval of FY 2025–2029 Capital Improvement Plan

• Tentative weekly Board meeting dates if budget and charges not approved in 
February 2024 

• Thursday, March 7, 2024
• Wednesday, March 13, 2024
• Thursday, March 21, 2024
• Wednesday, March 27, 2024

• Monday, July 1, 2024 – Effective date of budget, charges, and capital plan
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Executive Summary - 
Charges Rollout #3
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Three Key Takeaways
1. Charges: The System-Wide Charges Revenue Increase is 3.25 

Percent for Water and 3.0 Percent for Sewer – Well Below the Rate 
of Inflation. 

2. Sewer SHAREs: The FY 2025 Sewer Charges are being updated 
for the first time in 3 years and the resulting changes in individual 
Member Partner Charge adjustments (generally) reflect moderate 
variances from the System-Wide adjustment of 3.0%.

3. Simplified Water Charge Methodology:  The FY 2025 Water 
Charges embrace the recently endorsed “10/50/40 with Delivery 
Factor” methodology. Charge adjustments for all but 3 Member 
Partners are uniform and approximate the System-Wide increase 
of 3.25%.
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Charge Adjustments Well Below Inflation
• Since FY 2018, GLWA’s average combined Water and Sewer Charge 

adjustments have been less than ½ of inflationary increases, as 
measured by the CPI-U

• 1.7% Average Charge increase vs 3.5% inflation
• Future Charge Adjustments are forecasted to increase to “correct 

the over-delivery of the 4% Promise” to achieve improved 
sustainability for GLWA’s Water and Sewer Systems

• These projected increases are forecasts – and not part of any 
formal charge proposals for FY 2025
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Proposed System Charge Adjustments
• Proposed increase on overall Budgeted Revenue Requirements is 4.0% 

for both the Water and Sewer Systems
• Last year of the “4% Promise”

• Increased budgeted investment earnings help offset a portion of the 
Budget Increase

• Lower forecasted Water Sales require ~ .8% increase in Water Charges
• Proposed System Charge Adjustments:

• 3.25% for Water
• 3.0% for Sewer
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Sewer SHAREs Updated 
for the First Time Since FY 2022 

• Sewer SHAREs are being updated for the FY 2025 Sewer Charges
• First update since FY 2022

• SHARE update reflects two separate analysis:
• Updated Units of Service from Flow Balance – new 10-year data period from 

FY 2014 through FY 2023 (Drop off FY 2013)
• FY 2025 Cost of Service Study

• The Sewer Charge impact for most Member Partners varies from a 
decrease of less than 1% to an increase of less than 5%

• There are some unique exceptions
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Water Charge Methodology has been Simplified –
Generally Stable Charge Adjustments

• 3 Member Partners have modified Contract Demands since original 
Units of Service were presented in November

• These “MOD” Customers will receive charge reductions that total ~ 11% as a class
• All other “No MOD” Member Partners will receive a uniform wholesale 

charge increase of 3.33%
• Total effective charge increase is 3.06% after recognition of fixed contractual 

adjustments
• Water Charge Calculations embrace the new simplified methodology

• 10/50/40 Commodity/Max Day/Peak Hour Cost Pools
• Water Delivery Factor replaces Distance and Elevation
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Proposed FY 2025 
and FY 2026 Budget 
& Five-Year Financial 

Plan Update
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What is GLWA’s ”Financial Plan”?

What is GLWA’s financial plan?
The financial plan is a set of documents that transparently charts the 
financial course on a path of long-term sustainability.  
Why focus on a long-term plan?
Decisions made decades ago impact today;  decisions we make today 
impact future generations.  This is the basis for achieving affordability.
What goes into a financial plan?
Extensive input, analysis, and collaboration by subject matter experts that 
span finance, engineering, legal, and operations, both internal and 
external to GLWA.
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What are the Financial Plan Documents?

FY 2025 & FY 2026 Biennial Budget and Five-Year Plan
(FY 2025 – FY 2029)
Ten Year Financial Plan through FY 2034
FY 2025 – FY 2029 Five Year Capital Improvement Plan
FY 2025 Water & Sewer Cost of Service Study and Charges Report 

from The Foster Group
Fall 2023 bond official statements
FY 2023 Audited & Internal Financial Reports
Related support documents submitted to the Board and the 

Monthly Audit Committee
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Foundation of Sound Data
 Internal: Matured organization with strong working relationship 

between Financial Planning & Analysis with cross-functional 
operations, engineering and administrative disciplines

 External: Ongoing economic scan of the environment in which we 
operate - Economic Outlook Task Force initially presented to Board in 
November 2022 with ongoing quarterly updates

 The Facts:  Recently completed “clean” audit report issued
Preliminary FY 2023 year-end report in September aligned with final audit report
Operations & Maintenance actual overall within 0.22% of budget
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FY 2025 Budget & Charges Goals Overall
The Promise:  Able to deliver an overall financial plan for FY 2025 

and FY 2025 that holds revenue requirement increases below the 
4% Promise
Charges: Resulting FY 2025 proposed charge adjustments reflect 

constraints within the goal to maintain stability for Member 
Partners
Sustainability & Affordability:  Facilitates progress towards long-

term sustainability and affordability objectives
Quality:  Provides for progress on key initiatives that ensures the 

quality and reliability of our services and the impact on the 
environment
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Operation & Maintenance Budget:
Navigating Dynamic Increases & Decreases

 Recently completed FY 2024 Budget Amendments
Based on events in FY 2024 First Quarter through September2023
Presented to Audit Committee and Board of Directors in December 2023

Water System Revenues - $4.0 Million Decrease
Reduced water sales in the cool, wet first quarter of FY 2024

Water System O&M Expenses - $10.2 Million Increase
Examples: Utilities $3.7M for electric (kWh charge increase), Chemicals $1.0M  

 Sewer System O&M Expenses  - $14.5 million Increase
 Examples: Utilities $4.5M (water meters repaired/replaced at the WRRF and 

related rate increase), Chemicals $1.6M, Repairs $1.5M 
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Ten Year Plan:
Continuing Capital and O&M Pressures

4% Promise on Annual Budget Increases “Sunsets” after FY 2025 – What’s next?
 Balancing foundational values, bondholder commitments, responsible system 

management, and affordability
 While the pace of recent cost increases may slow down, there is a new, significantly 

higher operating and capital expense category baseline.  This may necessitate 
revenue requirement (budget) increases of:
 7.5% from FY 2026 thru 2029 and 6.0% thereafter thru FY 2034 for Water 
 5.5% from FY 2026 thru 2029 and 4.0% thereafter thru FY 2034 for Sewer

 Translating those budget realities to charge increases relies on other sources of 
revenue / expense reduction / cost avoidance strategies

 Long-term Plan Risks to Watch:  Capital program priority shifts, increased 
regulatory demands
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Ten-Year Forecast Executive Summary
Scenarios Water Sewer
2015 Lease Feasibility Forecast –
Assumes Maintenance of 
Projected DSC ratios of >1.70

Assumed achievement of 1.72 by 
FY 2020, inherently establishes 
minimum future expectation

Assumed achievement of 1.77 by 
FY 2020, inherently establishes 
minimum future expectation

February 2023 Forecast –
Desired minimum DSC of
1.5 by FY 2028; 1.8 by FY 2033

Requires 6% Budget increase in 
FY 2026 thru FY 2033; 

Requires 5.0% Budget increase 
in FY 2026 thru FY 2028; 
3.0% thereafter

October 2023 Forecast Update –
Desired minimum DSC of
1.5 by FY 2028; 1.8 by FY 2033

Requires 7.5% Budget increase in 
FY 2026 thru FY 2029; 
6.0% thereafter

Requires 5.5% Budget increase 
in FY 2026 thru FY 2029; 
4.0% thereafter

Debt Service Coverage (DSC) is an overall measure of financial health that captures annual performance and 
funding reserves for financial resiliency.  It is a key metric for bondholders and rating agencies with stated 
minimum levels in the Master Bond Ordinance.
Note:  The annual % Budget increases indicated above refer to changes in annual budgeted revenue 
requirements, which is the index for which the 4% Promise applies.  Actual changes in average charges will 
vary depending on changes in sales volumes and investment income.
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GLWA CHARGE Adjustments
Compared to Utility Indices
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GLWA BUDGET Adjustments
Compared to Utility Indices
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Transparency in the Budgeting Process
 Proposed Budget and 

Charges Analysis presented 
to Audit Committee on 
December 15, 2023 posted 
on GLWA website

 One Pager Series
 Cost of Service Study 

posted on GLWA website
 Always seeking feedback 

on what communication 
materials are helpful
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Proposed FY 2025 
Water Charges
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FY 2025 Water Charges Report
• December 29, 2023 “FY 2025 Cost of Service Study and Service Charge 

Recommendations” Memorandum Report (Addresses both Water and 
Sewer Charges)

• Contains Appendices:
A. December 12, 2023 memorandum: “Proposed FY 2025 Water and Sewer Charges”
B. December 21, 2023 memorandum: “FY 2025 Cost of Service and Charges Study -

Detailed Cost Allocation Schedules”
C. December 21, 2023 memorandum: “SHAREs Period Memo – FY 2025 SHAREs 

Calculations” (Sewer)
D. November 8, 2023 memorandum: “Preliminary FY 2025 Water Units of Service”
E. November 13, 2023 memorandum: “Simplified Water Charge Methodology: 10/50/40 

+ Water Delivery Factors”
F. November 13, 2023 memorandum: “Impact of Updated Flow Balance Data on 

Calculation of FY 2025 Sewer SHAREs”
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Proposed Water System Charge Adjustment
• Proposed increase on overall Budgeted Revenue Requirements is 4.0%

• Last year of the “4% Promise”
• Increased budgeted investment earnings help offset a portion of the 

Budget Increase
• Lower forecasted Water Sales require ~ .8% increase in Charges
• Proposed System Charge Adjustment = 3.25%
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FY 2025 Water Charges Summary
• Three Member Partners have modified Contract Demands since original 

Units of Service were presented in November
• Grosse Pointe Shores - interim reopener
• Highland Park – recognition of Term Sheet
• Romeo – corrected Contract Demands

• These 3 Member Partners are being treated as “MOD” customers and 
their proposed charges reflect specific cost of service study results

• The other 85 Member Partners are being treated as “No MOD” 
customers and their proposed charges reflect a uniform application of 
the class average charge adjustment
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FY 2025 Water Charges Summary
• The FY 2025 Cost of Service Study embraces the Simplified Water 

Charge Methodology 
• 10/50/40 Commodity/Max Day/Peak Hour Cost Pools
• Water Delivery Factor replaces Distance and Elevation
• See Appendix E of Cost of Service Study Report for detailed discussion

• The new methodology received a consensus approval at the December 5 
One Water Partnership meeting

• This only directly impacts the 3 “MOD” Member Partner charges whose 
peak demands are changing outside the normal 4-year CAP reset cycle, 
since the others receive a class average charge adjustment

• Next scheduled CAP reopener will impact FY 2028 Water Charges
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FY 2025 Water Charges Summary
• To reiterate . . .
• ALL 85 “No Mod” Water Member Partners are receiving a proposed 

uniform Wholesale Charge increase of 3.33%
• After consideration of contract adjustments for the DWSD Ownership 

Adjustment and the Flint KWA Debt Service Adjustment, the effective 
charge increase is 3.06%

• Flint and Detroit’s charge adjustments are slightly higher, since the 
contract adjustments are fixed and not subject to Budget adjustments
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Proposed FY 2025 
Sewer Charges



3131

THE FOSTER GROUP

TFG

FY 2025 Sewer Charges Report
• December 29, 2023 “FY 2025 Cost of Service Study and Service Charge 

Recommendations” Memorandum Report (Addresses both Water and 
Sewer Charges)

• Contains Appendices:
A. December 12, 2023 memorandum: “Proposed FY 2025 Water and Sewer Charges”
B. December 21, 2023 memorandum: “FY 2025 Cost of Service and Charges Study -

Detailed Cost Allocation Schedules”
C. December 21, 2023 memorandum: “SHAREs Period Memo – FY 2025 SHAREs 

Calculations” (Sewer)
D. November 8, 2023 memorandum: “Preliminary FY 2025 Water Units of Service”
E. November 13, 2023 memorandum: “Simplified Water Charge Methodology: 10/50/40 

+ Water Delivery Factors”
F. November 13, 2023 memorandum: “Impact of Updated Flow Balance Data on 

Calculation of FY 2025 Sewer SHAREs”
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Proposed Sewer System Charge Adjustment
• Proposed increase on overall Budgeted Revenue Requirements is 4.0%

• Last year of the “4% Promise”
• Increased budgeted investment earnings help offset ~ 1.0% of the 

Budget Increase
• Proposed System Charge Adjustment = 3.0%
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FY 2025 Sewer Charges Summary:
Customer Class Definitions

• “M” Customer Class = those communities whose wastewater 
contributions are fully metered by what was formerly referred to as 
“billing meters”

• Major County Districts and certain other communities
• Grosse Pointe now included in this class as 5 years of  metered data is 

available
• “D+” Customer Class = Detroit plus certain other  inner ring 

communities whose wastewater is not fully metered
• Primarily Detroit, Highland Park, Hamtramck
• Small portion of Dearborn is unmetered but flows are reallocated to 

the M class
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FY 2025 Sewer Charge Adjustment Summary

• Excludes Grosse Pointe and does not reflect individual D+ Member Partners

-1.5%

0.0%

1.5%

3.0%

4.5%

Grosse
Pointe
Farms

Rouge
Valley

SE Macomb
San Dist

Allen Park Oakland
GWK

Grosse
Pointe Park

Farmington Melvindale Evergreen
Farmington

Center Line OMID Dearborn D+ Class

System Average Customer Specific

With one exception, the overall 
changes in Sewer Charges to 
individual Member Partners varies 
slightly from the overall System 
Charge Adjustment of 3.0%
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Appendix:  
Core Financial Plan Schedules
Water Charge Calculation Note
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Core GLWA Budget Schedules
Water Revenue Requirement
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Core GLWA Budget Schedules
Operating Expense Summary
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Core GLWA Budget Schedules
Sewer Revenue Requirement
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Core GLWA Budget Schedules
Operating Expense Summary
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FY 2025 Water Charges Summary
 Proposed FY 2025 Water System Charge Adjustment is a 3.25% increase

 System Charge Adjustment = the amount by which revenues from existing charges must be adjusted to meet budgeted 
revenue requirements

 Charge Adjustments for individual Member Partners are generally stable at the System average, although 3 Member 
Partners are receiving charge reductions related to amended contract demands

 This is projected to produce a $11.8 million revenue increase and becomes the foundational assumption for the rest of 
the budgeted revenue requirements

 NO amounts included in Water Charges related to Highland Park bad debt expense matter

 Resulting plan reflects:
 An overall budgeted revenue requirement increase of $14.8 million (4.0%)
 A negative sales (volume) revenue budget variance of $3.0 million (requires additional 0.83% increase)
 A positive investment earnings and miscellaneous revenue budget variance of $6.0 million (addresses ~1.66% of the 

budget increase)
 $16.8 million increase in budgeted Operating Expenses compared to the original FY 2024 Budget
 $15.8 million increase in budgeted Debt Service
 Budgeted contributions to Working Capital Reserve and I&E Fund are lower than the original FY 2024 Budget by $16.7 

million
 Capital Spend Rate Assumption of 100%
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FY 2025 Sewer Charges Summary
 Proposed FY 2025 Sewer System Charge Adjustment is a 3.0% increase

 System Charge Adjustment = the amount by which revenues from existing charges must be adjusted to 
meet budgeted revenue requirements

 Charge Adjustments for individual Member Partners vary, as Sewer SHAREs are being updated for the first 
time since FY 2022 - the overall impacts are generally not materially different than the System average

 This is projected to produce a $14.8 million revenue increase and becomes the foundational assumption 
for the rest of the budgeted revenue requirements

 NO amounts included in Sewer Charges related to Highland Park bad debt expense matter
 Resulting plan reflects:

 An overall budgeted revenue requirement increase of $20.0 million (4.0%)
 A positive investment earnings and miscellaneous revenue budget variance of $5.6 million (addresses ~ 

1.0% of the budget increase)
 $23.2 million increase in budgeted Operating Expenses compared to the original FY 2024 Budget
 $2.0 million reduction in budgeted Debt Service 
 Budgeted contributions to I&E are effectively equal to the original FY 2024 Budget
 Capital Spend Rate Assumption of 100%
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