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Executive Summary
✓ Cohesive, cross-functional and regional planning in concert with our stakeholders

✓ Near term and short term facilitated by a five-year plan which encompasses the biennial budget

✓ October 11, 2017 - Launch of the FY 2019 through FY 2023 Financial Planning Cycle
✓ Budget Initiatives and FY 2019 through FY 2023 Five-Year Plan Overview

✓ January 10, 2018 (today) – Discussion:  FY 2019 and FY 2020 Biennial Budget and 
FY 2019 through FY 2023 Five-Year Plan Overview
✓ Financial Overview – demonstrating commitment to financial sustainability

✓ Operational Overview - translating the initiatives into an actionable plan with timelines and funding

✓ Board Discussion
✓ Recap of January 5, 2018 Audit Committee Q&A

✓ Next Steps
✓ January 11, 2018 – Charges Rollout Meeting #3, Budget & Five-Year Financial Plan

✓ January 19, 2018 – Audit Committee, Second Review of Budget & Five-Year Financial Plan

✓ January 24, 2018 – GLWA Board Meeting, Second Review of Budget & Five-Year Financial Plan

✓ January 25, 2018 - Charges Rollout Meeting #4, Proposed FY 2019 Charges

✓ Goal:  February 28, 2018 - Public Hearing and Proposed Adoption of Biennial Budget, Charges, and Capital 
Improvement Plan



Budget & Financial Plan:

Financial Overview

Nicolette Bateson, CPA
Chief Financial Officer & Treasurer
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Ten-Year Forecast
Five-Year

Financial Plan

Biennial Budget

Five-Year Capital 
Improvement Plan

Charges

Financial planning does not happen in a vacuum.  Other initiatives such as master 
planning, One Water initiatives, regional planning opportunities, and deployment of 
asset management among many others directly impact the financial plan.

Best Practice: Long-term Financial Planning



Water System Revenue Requirement

for FY 2019 (i.e. BUDGET) & Five-Year Plan
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✓ Preserves commitment to 4% promise with 2% BUDGET increase for FY 2019.
✓ Relatively modest increase to I&E transfer over the five-year plan;  objective is to 

strategically vary by fiscal year to manage charge adjustments and capital funding.



Sewer System Revenue Requirement

for FY 2019 (i.e. BUDGET) & Five-Year Plan
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✓ Preserves commitment to 4% promise with 2% BUDGET increase for FY 2019.
✓ Relatively modest increase to I&E transfer over the five-year plan;  objective is to 

strategically vary by fiscal year to manage charge adjustments and capital funding.



Combined Revenue Requirement

for FY 2019 (i.e. BUDGET) & Five-Year Plan
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✓ Preserves commitment to 4% promise with 2% BUDGET increase for FY 2019.
✓ Relatively modest increase to I&E transfer over the five-year plan;  objective is to 

strategically vary by fiscal year to manage charge adjustments and capital funding.



Operations & Maintenance (O&M)

Budget to Actual Analysis
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✓ FY 2017:  Preliminary, unaudited actual compared to budget indicates a 12.5% variance 
or $35.9M.  One significant negative budget variance due to AT&T contracted network 
services (lack of staff capacity at time of bifurcation and budget development resulted in 
underbudgeting these services which were also subject to protracted vendor 
negotiations).

✓ FY 2018:  Through the first four months of FY 2018, O&M expenses are at 22% versus 
33% benchmark.  This is partly due to timing of accounts payable.  New monthly close 
processes (launch in 4thQ FY 2018) will allow for accrual of accounts payable to better 
evaluate the YTD variances.



Personnel Budget vs Actual CY 2016
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✓ Vacancies are budgeted as being filled in the first, second, third or fourth quarter.
✓ GLWA’s first year of operations, CY 2016, resulted in a net increase of 29 employees.  As 

noted in the next slide, CY 2017 was stable with a high level of retention.



Personnel Budget vs Actual CY 2017
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✓ 07.2017 New Hires - First class of apprentices (11) was hired.
✓ 10.2017 New Hires - Second class of apprentices (8) were hired.
✓ Rehires - Employees that have resigned and were rehired y GLWA.  
✓ 07.2017 Terminations - DWSD cancelled the Security Shared Services Agreement.  As a 

result, 17 Security staff were terminated at GLWA and rehired by DWSD.



Proposed Staffing and Staff Assignments

11Continued on next slide…



Proposed Staffing and Staff Assignments

12Continued on next slide…

Movement of positions among cost centers indicates a maturing of the budgeting and 
organizational structure.



Proposed Staffing and Staff Assignments
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O&M Trend - FY2020+ Reflects Budgetary Risk 

Management
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Largely 
Impact of 

Unallocated 
Reserve 

(See next 
slide)



Unallocated Reserve
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Unallocated Reserve is funds designated to cover any unallocated or unplanned expenses in the current 
fiscal year recorded as a budget amendment.  In a five year plan, the unallocated reserve increases each 
year to allow for cumulative, but undesignated amounts, as well as to offset forecasting risk for unknown 
items.  FY 2017 as an example, required use of the unallocated reserve to fund Information Technology 
needs.  The CIO’s position was vacant and the budget was prepared soon after bifurcation.  Approximately 
$24M of needs were understated including a contractual commitment to AT&T for $12M. 
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Administrative and Centralized Services
The budgets for each of GLWA’s 39 Administrative and Centralized Services cost centers were 
reviewed with departmental and financial leadership to determine the nature and ultimate 
beneficiaries of each expense item (personnel and non-personnel).

The findings of these reviews resulted in the development of reasonable water and sewer cost 
distributions for each center. Phase three of cost allocation review process will involve a similar 
review of our operational areas of Water and Sewer providing for a 360 degree review of our indirect 
cost allocation calculations assuring an even higher level of accuracy.

The Administrative & Centralized Services Cost Allocation report, as provided to the Audit 
Committee in December 2017 is at Addendum #1.  The compiled results are shown in the table 
below.

Given the limited data set (i.e. one year of actual from FY 2017), a three year 
phase-in is recommended to provide additional data to evaluate the consistency of 
the level of cost causation and related allocation.



Administrative & Centralized Phase-In
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Capital Financing Plan
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✓ Two types of “Funds”
✓ Improvement & Extension Funds:  A “fund” as defined in GLWA’s Master 

Bond Ordinance; non-bond related funds to be accumulated for 
improvements, enlargements, extensions or betterment of the system.

✓ Construction Bond Funds:  Remaining proceeds from bonds issued and 
investment earnings on those proceeds less amounts used for qualified  
capital projects as defined by the bond issuance documents.

✓Strategy:  Match best source of funding with type of capital acquired.  

✓Financial Plan does not reflect use of lower cost State Revolving Fund (SRF) or 
Drinking Water Revolving Fund (DWRF) unless approved.  Staff will submit 
applications for each funding year and will continue to explore other avenues for 
lower cost borrowing.

✓Financial Plan does not reflect any potential debt refunding savings at this time.

✓First year of a proposed target for I&E and Construction Bond Fund balances.



Matching Resources with “Best Fit” Uses
Category Capital Outlay < 

$5,000

Capital Outlay > 

$5,000

Capital Outlay > $5,000 

– Specific I&E

Capital Improvement 

Plan – Strategic I&E

Capital Improvement Plan 

- Bonds

Funding 

Source

Operations & 

Maintenance

Operations & 

Maintenance

Improvement & 

Extension Fund

Improvement & 

Extension Fund

Construction Bond Fund

Rationale Tagged and tracked 

for internal asset 

control purposes 

(not capitalized)

Efficiencies in 

budget control and 

procurement

Isolate items that cause 

variability in the annual 

financial plan that do 

not meet the criteria for 

CIP

Lower the cost of capital 

by funding the CIP with 

Revenue Financed Capital 

versus bond financing

Constructed Assets

Frequency Recurring in nature Recurring in nature Unique, nonrecurring, 

purchases, and/or large 

dollar assets on a 

replacement program

Project specific Project Specific

Life > One Year > One Year > One Year > 20 years > 20 years

Examples Tools, Smartboards, 

Small Equipment

Pumps, motors, and 

equipment

Vehicles, large 

equipment, security and 

information technology 

systems

Infrastructure, plant, and 

facility upgrade, 

rehabilitation, and/or 

replacement

Infrastructure, plant, and 

facility upgrade, 

rehabilitation, and/or 

replacement

Justification Internal review 

panel

Internal review 

panel, 

prioritization, 

replacement 

validation with 

asset records

Internal review panel, 

prioritization, 

replacement validation 

with asset records

Business Case Evaluation; 

Internal Review Panel; 

Member Outreach; GLWA 

Board Committee

Business Case Evaluation; 

Internal Review Panel; 

Member Outreach; GLWA 

Board Committee

Procurement 

Impact

Low – recurring in 

nature; shorter lead 

time to bid

Low – recurring in 

nature; shorter lead 

time to bid

Medium – specialized 

resources; additional 

lead time for RFx; may 

need evaluation panel

High - specialized 

resources; additional lead 

time for RFx; evaluation 

panel required

High - specialized 

resources; additional lead 

time for RFx; evaluation 

panel required
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Water System Capital Funds
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DRAFT Financial Plan anticipates $145M bond issue in FY 2020 and $140M in FY 2022.
This is based upon preliminary financial review of Capital Improvement Plan (CIP) information, actual 
spending levels for FY 2017 and FY 2018 YTD, and procurement requests.  

Within the next two weeks +/-, the Water System engineers will release a new draft CIP which will 
provide a higher level of resource accountability to better match plan with execution rate.  Based on that 
analysis, the proposed financing for FY 2020 may be re-scheduled for FY 2019 (latter half).  A new 
resource in the Financial Services Area Construction Accounting and Reporting Team as well as 
Procurement Team members are working alongside the Water System Engineers to forecast project 
cashflows to optimize financial resources.



Sewer System Capital Funds
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DRAFT Financial Plan anticipates $150M bond issue in FY 2020 and $133M in FY 2022.
This is based upon preliminary financial review of Capital Improvement Plan (CIP) information, actual 
spending levels for FY 2017 and FY 2018 YTD, and procurement requests.  

Within the next two weeks +/-, the Sewer System engineers will release a new draft CIP which will 
provide a higher level of resource accountability to better match plan with execution rate.  Based on that 
analysis, the proposed financing for FY 2020 may be re-scheduled for FY 2019 (latter half).  Staff from the 
Financial Services Construction Accounting and Reporting Team as well as Procurement Team members 
are working Sewer System Engineers to forecast project cashflows to optimize financial resources.



Actual Construction Spend Since 1.1.2016
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Note:  Staff is presently compiling the FY 2018 Q1 Construction Work-
in-Progress report for presentation at an upcoming Audit Committee 
meeting. 



Open Items & Assumptions 

✓ “Systemizing” the Cost of Service Model
✓Early analysis reveals minor differences from revenue requirement elements in 

prior year
✓ Coordination with DWSD

✓ Entities have both shared draft budgets and related analysis
✓ DWSD CIP still in progress; may impact financing timeline
✓ Meeting anticipated this week to review
✓ Review of water utility charges from DWSD 
✓ Shared services budgeted at consistent level (exception: Analytical Lab)
✓ Ongoing implementation matters (including water sales to GLWA by DWSD, 

operational and capital responsibility for certain 24-inch mains in the City of 
Detroit, finalization of debt allocation, treatment of partial lease payment 
advanced, and any other related matters)

✓ No change in operating or capital investment responsibility for the Northeast Pump 
Station although an alternative operating agreement is being explored.
✓ Capital Improvement Plans under development; engineers focusing on refined 
annual spend
✓ Review and feedback from stakeholders that results in further refinements
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Purchases of Utility Service from DWSD
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All amounts billed have been paid as they become due.



Location of Utility Service from DWSD
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Validating the 
accounts 
since 
bifurcation 
has largely 
been 
completed as 
well as cost 
center review.  
As new data 
is received, 
however, 
assignment of 
costs and 
accounts may 
be updated.



Today’s Presentation at www.glwater.org 
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Budget & Financial Plan:

Operational Overview

Sue McCormick, Chief Executive Officer 
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How We Work

The GLWA is organized into six intersecting operating areas as identified in the influencer chart to the 
right.  Within each area, there are functional groups. Together, these groups work in a cross-functional 
manner to achieve the organization’s mission.

Our Promise:  Through regional collaboration, 
GLWA strives to be a provider of choice dedicated 
to efficiently delivering the nation’s best water 
and sewer services in partnership with our 
members.

How we deliver on that Promise

Demonstrating a commitment to: 

- Regional collaboration,

- High quality through innovation, and

- Trustworthiness & Integrity.
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Financial Plan underscores GLWA’s 

Commitment to EUM

✓ Effective Utility Management (EUM) provides a framework for Water Sector Utilities to describe 
desired outcomes and provide indication of where they should focus and what they strive to achieve

✓ Ten attributes of an effectively managed utility

Product Quality Employee and Leadership Development
Financial Viability Operational Resiliency
Water Resource Adequacy Customer Satisfaction
Operational Optimization Infrastructure Stability
Community Sustainability Stakeholder Understanding and Support

✓ GLWA is committed to EUM

✓ The biennial budget and five year plan align with EUM attributes
✓ GLWA’s mission aligns with EUM and serves as a key touchpoint in presenting our operating 

initiatives and related five-year plan

Our Vision
Through regional collaboration, GLWA strives to be the provider of choice dedicated to efficiently
delivering the nation’s best water and sewer services in partnership with our members.

Our Mission
To exceed our members expectations by utilizing best practices in the treatment and transmission of
water and wastewater, while promoting healthy communities and economic growth.



#1  Maintain 100% Compliance

(Trustworthiness & Integri ty)

Del ivery of pure, safe drinking water and safe and eff ic ient col lect ion, 

treatment, and discharge of wastewater are essential  to GLWA’s mission

Wastewater System

✓ Rouge River Outfall disinfection 

✓ Dedicated internal HAZMAT team assigned to Water Resource Recovery Facility 

✓ CSO facility improvement programs including roofs, structural elements, controls and 
electrical systems and solids cleaning ($4.8M for FY 2019)

✓ Use Biosolids Dryer Facility to reduce landfilling expenses by approximately $2.7M 
with increased environmental benefits 

Water System

✓ Water system valve exercising

✓ Increase water treatment basin cleaning to ensure water quality

✓ Upcoming regulatory changes anticipated: 

✓ Environmental Protection Agency (EPA) intended elimination of reduced 
monitoring for consecutive systems 

✓ Potential corrosion control optimization 

Centralized

✓ Cyber security initiatives 

✓ Physical security initiatives
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#2  Become a Utili ty of Choice for Southeastern Michigan 

(Trustworthiness & Integrity)

- Identi fy and address pol ic ies, partnerships, opportuni t ies, and f inancial  

matrix that support retention and expansion of the member base

- Leverage GLWA efforts for the benefi t  of our members

✓ Training partnerships including technical and leadership

✓ Wastewater master planning

✓ Coordinated emergency planning and response

✓ Brand positioning events

✓ Ongoing contained budgetary adjustments and controlling the cost of capital 

✓ Vendor Outreach and expanded procurement programs 

✓ Use GovDelivery technology to communicate with and support members
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#3  Further Development of the Asset Management Program and cross 

sector, cross agency asset renewal collaboration

(High Quali ty through Innovation)

- Better priori t ize capital  projects 

- Optimize asset replacement schedules

✓ Integrate maintenance standards with Asset Management

✓ Improve the capital planning process

✓ Project Prioritization Criteria

✓ Water & Wastewater High Level Risk Analysis

✓ Project Prioritization Ranking

✓ Participate in the Regional Infrastructure Asset Management efforts resulting 
from the Governor’s 21st Century Infrastructure Commission initiative 

✓ Engage a Strategic Asset Management Plan consultant in late FY2018 to begin a 
3 year project of assessment, planning and implementation of a coordinated 
asset management strategy

✓ Engage IT/Asset Management consultant to support the selection of a 
replacement for the existing work order and asset management software
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#4  Expand Community Outreach Effort and Engage in Local 

Community Activit ies 

(Regional Col laboration)

- Establ ish a regular presence in front of local pol icy makers and in

local communit ies

- Part ic ipate in local, regional, and state ini t iat ives addressing water 

and service sector matters

- Develop GLWA’s identi ty in the region as the source of water supply

and service

✓ Improve government relations and legislative monitoring 

✓ Coordinate with members on lead and copper standards

✓ Integrate new member outreach team

✓ Attend service sector events, submit whitepapers, and serve in leadership roles 
within service sector organizations 

✓ Provide increased training opportunities in collaboration with our regional 
partners 

✓ Evaluate and implement early opportunities from findings with our member 
partners on cost of service evaluation.
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#5  GLWA/DWSD Standup

(Regional Col laboration) 

- Continue col laboration, capture economies of scale whenever

possible, and proactively engage in matters of mutual interest and

benefi t

- Del iver studies and activi t ies identi f ied in the lease and services

agreements

✓ Expand shared service for water quality testing

✓ Implement new shared service for video studio capabilities 

✓ Develop shared GIS real property database 

✓ Implement the results of studies identified in the services agreement, such as 
water units of service study (for non-master metered members) and water 
audit 

✓ Collaborate in the Wastewater Master Plan project

✓ Coordinate NPDES permit activities

✓ Coordinate training programs 
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#6  Align Performance with Recognized Utili ty Standards 

(Trustworthiness & Integri ty)

- FY 2018 establ ishes a basel ine measure for future strategic planning 

- Identi fy and implement water service sector strategies

- Foster continuous improvement with use of Lean and related tools

✓ Review and revisit Key Performance Indicators (KPIs)

✓ Focus staff resources to increase equipment reliability

✓ Focus Information Technology staff  resources to expand implementation and 
utilization of Business Intelligence (BI) capability (includes 1 new FTE)

✓ Implement risk-based approach to water transmission main assessment

✓ Upgrades to the water production flow metering

✓ Recruit and retain top talent

✓ Water Engineering 

✓ Water Operations

✓ Systems Control 

✓ Field Services
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#7  Continued Cost Containment Efforts

(Trustworthiness & Integri ty)

- Energy optimization

- Execution of water master plan

- Improved capital  management (planning/procurement/del ivery/close out)

- Improved procurement (vendor relat ions; streamlined contract

documents, accessible work f low status)

- Ongoing automation and Smart technology deployment

✓ Implement findings from the pilot at WRRF for increased real-time controls

✓ Implement enterprise-wide productivity tools 

✓ Document management  

✓ Matter management

✓ Contract management 

✓ Conduct reliability-centered maintenance based upon completed condition 
assessments:

✓ Sewage collection system

✓ Water intake tunnels

✓ Water reservoirs

✓ Implement Voice Over Internet Protocol (VoIP)
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#8  Effective Capital Program Delivery

(High Qual i ty through Innovation and Trustworthiness & Integri ty)

- Partnerships

- Optimize cost of capital

- On t ime, on budget

✓ Improve capital delivery through Program Management 

✓ Issue RFP for Program Management assistance in FY2018

✓ Initial capital program assessment expected in the first half of FY2019

✓ Implement recommended process improvements expected in FY2019 
and FY2020

✓ Expand the Capital Improvement Plan to reflect the following

✓ Expand internal planning horizon to 10 years

✓ Expand efforts to align staff resources with program demands

✓ Optimize capital financing

✓ Include MDOT in Wastewater Master Plan Steering Team 
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Charges Equity and Stability

Working 
with our 
Members, 
we 
continue  to 
make 
progress in 
addressing 
key equity 
and 
stability 
initiatives



Addendum #1

Cost Allocation
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GLWA 2017 Cost Allocation Project

GLWA Wholesale Member Outreach Meeting
December 12, 2017

Phase II – Allocation of Centralized & Administrative Services



2017 Cost Allocation  - Five Phases

• Phase 1 - Pilot Cost Allocation Review Process

• Phase 2 - Detailed Review – We are currently here

Complete the analysis of centralized and administrative cost centers

• Phase 3 - Detailed Review

Begin review of operational cost centers where we expect find a significantly higher amount of 
cost to be allocated

• Phase 4 - Big Picture Review 

Evaluate staff input from operational, centralized, and administrative services to evaluate cost 
allocation findings and potential modifications

• Phase 5 - Charges Impact Review & Discussion   

Evaluate options and impact of findings and potential modifications before FY 2019 charges 
developed
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GLWA  2018 Operating Expense Budget

GLWA’s 2018 operational expenses are captured in 4 basic areas:

Centralized 
Services
31.7%

$99.0M Sewer 
Operations

37.8%
$118.3M

Water 
Operations

21.3%
$66.6M

Administrative
9.2%

$28.7M

FY 2018 Board Approved Budget

Water Operations Sewer Operations Centralized Services Administrative

Total Cost Breakdown

* Water Operations * Sewer Operations

* Administrative Services * Centralized Services

The initial breakdown of these costs is charted below.



The compiled results for all Administrative and Centralized Services cost centers is shown in the 
table below.
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The Phase II Administrative and Centralized Services Review Process

• The budgets for each of GLWA’s 39 Administrative and Centralized Services cost centers  
were reviewed with departmental and financial leadership to determine the nature and 
ultimate beneficiaries of each expense item (personnel and non-personnel).

• The findings of these reviews resulted in the development of reasonable water and sewer 

cost distributions for each center.

P h a s e  t h re e  o f  co st  a l l o cat i o n  rev i ew  p ro c e s s  w i l l  i nvo l ve  a  s i m i l a r  rev i ew  o f  
o u r  o p e rat i o n a l  a re a s  o f  Water  a n d  S ewe r  p ro v i d i ng  fo r  a  3 6 0  d e g ree  rev i ew  
o f  o u r  i n d i re c t  co st  a l l o cat i o n  ca l c u l a t i o ns  a s s u r in g  a n  eve n  h i g h er  l eve l  o f  
a c c u racy.



Next Steps
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• R e f i n e  t h e  a l l o c a t i o n  m e t h o d o l o g y,  f i n a n c i a l  sy s t e m s ,  a n d  b u s i n e s s  p r o c e s s e s  t o  
a d d r e s s  o n e - t i m e  o r  o n g o i n g  u n i q u e  ex p e n s e s  fo r  t h e  w a t e r  o r s e w e r  sy s t e m  
o n l y.

• A p p l y  a l l o c a t i o n s  t o  t h e  F Y  2 0 1 9  – 2 0 2 3  F i v e - Ye a r  P l a n  t o  p r o j e c t  t h e  e f fe c t  o n  
f u t u r e  p e r i o d s .

• Ev a l u a t e  t r e n d s  i n  t h e  F i v e - Ye a r  P l a n  u n d e r  d e v e l o p m e n t  t o  e v a l u a t e  ex t e n t  o f  
v a r i a b i l i t y  f r o m  o n e  y e a r  t o  t h e  n ex t .

• C o m p l e t e  d e p a r t m e n t a l  r e v i e w  o f  Wa t e r  a n d  S e w e r  o p e r a t i o n a l  a r e a s  p r o v i d i n g  
fo r  a  3 6 0  d e g r e e  r e v i e w  o f  a l l o c a t i o n s ,  i n c l u d i n g  s o m e  c o s t  c e n t e r  r e a l i g n m e n t  
o f  d i r e c t  c o s t  a l l o c a t i o n  t o  o p e r a t i o n s  v s .  c e n t r a l i ze d  s e r v i c e s .

• C o n s i d e r  i m p l i c a t i o n s  o f  a  r e v i s e d  c o s t  a l l o c a t i o n  p r o c e s s  o n  c h a r g e  s t a b i l i t y.   

• P r e s e n t  f i n d i n g s  a t  u p c o m i n g  F Y  2 0 1 9  C h a r g e s  R o l l o u t  m e e t i n g .

• O n g o i n g :   C o n t i n u e  t o  r e v i e w  a c t u a l  c o s t s  t o  a s s u r e  a l l o c a t i o n  a s s u m p t i o n s  a r e  
v a l i d .  R e v i s i t  a l l o c a t i o n  c a l c u l a t i o n s  w h e n  s i g n i f i c a n t  e v e n t s  o c c u r.

• O n g o i n g :   D o c u m e n t  a n d  s t a n d a r d i ze  t h e  c o s t  a l l o c a t i o n  p r o j e c t  fo r  a n n u a l  
u p d a t e .
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Glossary

CSO – Combined Sewer Overflow

EUM – Effective Utility Management

FTE – Full-time Equivalent

GIS – Geographic Information System

HAZMAT - Hazardous Materials 

I&E – Improvement & Extension Fund

MBO – Master Bond Ordinance

NPDES - National Pollutant Discharge Elimination System 

O&M – Operations & Maintenance Fund

RFP – Request for Proposal
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