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Budget & Charges Briefing
GLWA Board of Directors
September 13, 2023



22

Overall Budget & Charges Timing
• 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
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Overall Budget & Charges Timing
• Thursday, January 11, 2024 – Charges Rollout #3 – Proposed Charges and 

Introduction of Proposed Budget
• Friday, January 12, 2024 through Wednesday, January 17, 2024 – Member Partner 

One-on-One Meetings
• Thursday, January 18, 2024 – Charges Rollout #4 – Feedback on Charges and 

Further Review of Proposed Budget
• 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

• Monday, July 1, 2024 – Effective date of budget, charges, and capital plan
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Strategic Matters
1)  Budget

• Short-term Challenges
‒ Unprecedented budget constraints that increase the “base cost” over the long-term
‒ One more year of the 4% Promise for which GLWA has over-delivered (FY 2025)

• Long-term Course
‒ Correct over-delivery of 4% Promise to achieve improved sustainability
‒ Forecasted return to long-term plan objectives by year 10
‒ Mindful of external forces (economy, cost of replacing/maintaining aging 

infrastructure, financial resiliency as well as operational resiliency, increased 
competition for low-cost state revolving fund (SRF) loans  and other sources)

2) Charges
• Sewer SHARES impact FY 2025 Charges
• Potential Methodology impacts on FY 2025 Water Charges?
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Near-term Issues to Address
• Budget Balancing and Forecast Impacts:

‒ 4% Promise
‒ Overall Operations & Maintenance Budget
‒ Capital Spend Rate Assumption – presently at 100%
‒ Targeted Fund Balances
‒ Debt Service Coverage / Long-term Financial Goals

• Extended era of “belt tightening” controls while expanding financial agility to 
meet significant external forces impacting our organization

• Highland Park Bad Debt Expense
• Sewer SHAREs Update – Specific Member Partner Matters
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Improvement & Extension Funds are in 
Planned Era of Rebuilding for the Future

• I&E Balances for both 
the Water & Sewer 
funds were  
intentionally  spent in 
accordance with the 
long-term plan to 
lessen burden on debt

• Previous minimum 
balance was $90M per 
system; new, higher 
levels being developed 
to ensure financial 
resiliency

Source: Great Lakes Water Authority Annual Financial Reports 
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SRF Request and Results (in millions)

Amounts are from the draft Intended Use Plan (IUP) for FY 2024.  
The final IUP is expected around October 1, 2023

(variable frequency drive)

9.2023 Revised Estimate $125M

4.2023 Bid in at $196M

9.2023 Estimate $110M
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Part 1 – Balancing the Budget
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“Balancing” the Overall Budget

Some Discretion
• Capital Spending Levels
• Improvement & Extension 
• Operations & Maintenance
• Revenue from Charges

No Discretion
• Debt Service
• Lease
• Legacy Pension
• WRAP

In alphabetical order:
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Reminder:  4% Promise = Fixed Total Budget Ceiling
• The 4% Promise in our founding documents relates to the “Revenue Requirement” 

which is the “total budget” (e.g. expenses and funding commitments such as legacy 
pension and lease) 
       – This in locked in thru FY 2025

• When we refer to a “top line adjustment of 4%” - this is to the “total Revenue 
Requirement Budget” – not charges

• The total budgetary expenses and funding commitments, minus other income, is the 
revenue required from charges
‒On a “system-wide” basis the charges adjustment will inherently be less than 4% 

IF the sum of other revenues is increasing (e.g. investment income) and/or if a 
positive variance in sales volume occurs – and vice versa

‒NOTE:  Feasibility business case forecast for forming regional authority was debt 
service coverage (DSC) for the regional system of 1.7 for water and 1.7 for sewer 
achieved by FY 2020 
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4% Promise – Overdelivered on Expectations
Starting with FY 2017, Budget Increase:
Water: 16.3% (2.2% annually) 
Wastewater: 12.2% (1.7% annually)
Benchmark: 4% Promise Ceiling: 36.9%

Starting with FY 2017, Average Annual Charges Increase:
Water: 2.8% 
Wastewater: 1.4% 

Benchmark - Charges, if 4% promise had been 
   fully implemented, would have been higher by:
Water:  21%
Sewer: 24%
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4% Promise – Overdelivered on Expectations

Starting with FY 2018, 
Average Annual Charges 
Increase:
Water: 2.2% 
Wastewater: 0.9% 
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Recent Trends in Operating Expense
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Recent Trends in Operating Expense – Commodity Costs
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Recent Trends in Operating Expense – Electricity Costs
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Recent Trends in Operating Expense – Natural Gas Costs
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Recent Trends in Operating Expense – Water Costs

GLWA’s water usage is 
almost entirely driven by 
Wastewater Operations. 
Spend for Water Operations 
has averaged $3k the past 4 
years.
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Recent Trends in Operating Expense – Chemical Costs
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FY 2024 Q1 Water Revenue Underperforms

$4.4M Shortfall in July and August 2023
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Trends in Capital Spending

  Capital Planning Committee met on September 12, 2023
  The following two slides summarize the five-year CIP approved 
today with a proposed CIP aligned
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CIP Alignment Progress - Water 
 FY 25-29 CIP – Alignment with Financial Plan 

FY 25-29

Water Total Average

FY 25 FY 26 FY 27 FY 28 FY 29 FY 25-29 FY 25-29

Board Approved $200.4 M $176 M $165.8 M $205.1 M $210.3 M $957.6 M $192 M

Current Planning 
Scenario* $207.4 M $205.6 M $218.4 M $237.3 M $190.1 M $1,058.8 M $212 M

* As of July actuals and August 30, 2023, PMs cost and schedule update
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CIP Alignment Progress - Wastewater   
 FY 25-29 CIP- Alignment with Financial Plan

FY 25-29

Wastewater Total Average

FY 25 FY 26 FY 27 FY 28 FY 29 FY 25-29 FY 25-29

Board Approved $190.1 M $159 M $133.7 M $116.2 M $135.7 M $734.7 M $147 M

Current Planning 
Scenario* $180.2 M $165 M $190.7 M $175.4 M $166.6 M $877.9 M $176M
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* As of July actuals and August 30, 2023, PMs cost and schedule update
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Steps Taken to Address Cost Increases
A. O&M Budget Reduction

• Consideration of range on a) Chemicals, b) Utilities, c) Other
‒High, Medium, Low usage and related drivers

‒ Evaluate financial risk level if we scale back budget
‒More in-depth commodity analysis / pricing forecasts
‒ Strategies to reduce costs

B. Financial Plan Re-Alignment
• Financial Plan provides an allowance for CIP spending - serves as a 

ceiling for CIP to provide for dynamic, but not material, variances
• O&M needs impact CIP spending and strategies
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Part 2 – Long-term Financial Plan
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• The long-term plan is being updated to support the FY 2025 budget and 
charges

• Adheres to the full 4% promise in FY 2025
• Assumes larger increases in subsequent years to recover financial metrics

• Key Assumptions:
• 100% Capital Spend Rate Assumption
• Recognize anticipated O&M Expense increases for FY 2024 Amendments and FY 2025 

Budget Request
• 2.3% annual increases in O&M Expense (ties to Economic Outlook Task Force estimate 

as of June report - will be updated to 2.4% in next draft of forecast)
• Bond Interest Rate = 5.0%, SRF Interest Rate (non-disadvantaged community) = 

2.25% (will be updated to 2.5% in next draft of forecast)
• Current forecast does not include any support from EGLE for SRF prioritization

Ten Year Financial Plan as a Roadmap
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History of Senior Lien Water and Sewer Ratings

GLWA Senior Lien Ratings History (DWSD Prior to January 1, 2016)

S&P Moody's Fitch

AAA / Aaa

AA+ / Aa1

AA / Aa2

AA- / Aa3

A+ / A1

A / A2

A- / A3

BBB+ / Baa1

BBB / Baa2

BBB- / Baa3

BB+ / Ba1

BB / Ba2

BB- / Ba3

B+ / B1

B / B2

B- / B3

CCC+ / Caa1

CCC / Caa2

CCC- / Caa3

CC / Ca

C / C

Series 2018
Moody’s: A2

S&P: AA- (Water)
S&P: A+ (Sewer)

Fitch: A

Series 2016
Moody’s: A3

S&P: A-
Fitch: A

July 18, 2013 Detroit 
files for bankruptcy 

January 1, 2016 GLWA 
commences operations 

AAA / Aaa

AA+ / Aa1

AA / Aa2

AA- / Aa3

A+ / A1

A / A2

A- / A3

BBB+ / Baa1

BBB / Baa2

BBB- / Baa3

BB+ / Ba1
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BB- / Ba3

B+ / B1

B / B2

B- / B3

CCC+ / Caa1

CCC / Caa2

CCC- / Caa3

CC / Ca

C / C

GLWA Standup
Moody’s: Baa1

S&P: A-
Fitch: BBB

Note: in cases where a rating agency rates Water Senior and Sewer Senior Lien differently, chart displays highest of 
the two ratings

Series 2020
Moody’s: A1

S&P: AA-
Fitch: A+

Series 2022
Moody’s: Positive 

Outlook
 (Both Systems)

Fitch: Positive 
Outlook

 (Sewer Only)
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Ten-year Financial Plan Update



2828

Ten-Year Forecast Executive Summary
Scenarios Water Sewer
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

August 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; 
3.5% 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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Water Ten Year Forecast Update
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Water Forecast Update
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Sewer Ten Year Forecast Update
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Sewer Forecast Update
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Total GLWA Forecast Update
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Part 3 – Charges
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What’s New for Upcoming Charges Season
• FY 2025 Sewer SHAREs and Charges are scheduled to be updated

• Existing Charges are based on FY 2022 SHAREs
• FY 2025 is regularly scheduled “reset” update – will embrace new 

information on Member Partner flow contributions and GLWA Cost of Service 
Study

• May result in differential impacts on individual Member Partner Charges
• FY 2025 Water SHAREs and Charges are not scheduled to reflect 

updated information
• Existing Charges are based on FY 2024 SHAREs, which reflected the first full 

“reset” since FY 2020 update – next scheduled “reset” is FY 2028 Charges
• Charges may need to reflect potential contract demand exceedances
• Not expecting recommended methodology changes for FY 2025 to emerge 

from Methodology Review 
• Likely uniform adjustment to individual Member Partner Charges
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Discussion
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