Great Lakes Water Authority

Resolution 2019 - 084

Resolution Adopting the Biennial FY 2020 & FY 2021 Budget

By Board Member: Brian Baker

WHEREAS The Great Lakes Water Authority (“GLWA” or the “Authority”) assumed the
operation of the regional water and sewer systems on January 1, 2016 (the
“Effective Date”) pursuant to Water System and Sewer System Lease
Agreements between the GLWA and the City of Detroit dated June 12, 2015;
and

WHEREAS In accordance with the by-laws of the GLWA, the Board shall adopt a two-
year (Biennial) operating budget for the Regional Water and Sewer Systems;
and

WHEREAS The Authority, through the terms of the Leases, committed to an annual
increase in revenue requirement budget of no more than 4% though the
fiscal year ending June 30, 2025; and

WHEREAS The GLWA Board is now adopting its fourth fiscal year budget demonstrating
its ability to achieve and excel in meeting that commitment with a Regional
Water System annual revenue requirement budget increase of 2.5% which
equates to an average 0.9% increase in revenues from Water Service Charges
and a Regional Sewer System annual revenue requirements budget increase
of 2.2% which equates to an average 1.4% increase in revenues from Sewer
Service Charges; and

WHEREAS The budgeted expenses for each such Fiscal Year shall equal the sum of the
Projected expenses and revenue requirements for the Regional Water System
and the Regional Sewer System for each such Fiscal Year; and

WHEREAS The budgeted annual revenue requirements for the Regional Water System
for FY 2020 is $339,664,200 and for FY 2021 is $353,250,800 as shown on
“Schedule 1A - Water System Revenue Requirements” of the budget
document; and

WHEREAS The budgeted annual revenue requirements for the Regional Sewer System
for FY 2020 is $480,605,300 and for FY 2021 is $499,829,500 as shown on
“Schedule 1B - Sewer System Revenue Requirements” of the budget
document; and

WHEREAS The operations and maintenance budget for the Regional Water System for
FY 2020is $131,490,500 and for FY 2021 is $134,120,300 as shown on



WHEREAS

WHEREAS

WHEREAS

WHEREAS

WHEREAS

WHEREAS

WHEREAS

WHEREAS

“Schedule 1A - Water System Revenue Requirements” of the budget
document; and

The operations and maintenance budget for the Regional Sewer System for
FY 2020 is $187,057,200 and for FY 2021 is $190,798,400 as shown on
Schedule 1B - Sewer System Revenue Requirements” of the budget
document; and

The amounts necessary to pay the principal of and interest on all Regional
Water System bonds and to restore any reserves therefore established in the
Master Bond ordinance is $174,668,300 for FY 2020 and $192,231,900 for FY
2021 as shown on “Schedule 4 - Debt Service Coverage Calculations
Consistent with the Master Bond Ordinance” of the budget document; and

The amounts necessary to pay the principal of and interest on all Regional
Sewer System bonds and to restore any reserves therefore established in the
Master Bond Ordinance is $247,388,600 for FY 2020 and $247,835,400 for
FY 2021 as shown on “Schedule 4 - Debt Service Coverage Calculations
Consistent with the Master Bond Ordinance” of the budget document; and

The amounts necessary to fund the annual water system capital expenditures
of $107,435,300 in FY 2020 and $124,949,300 in FY 2021 for the capital
improvement plan in accordance with the Schedule 5C - Water Construction
Bond Fund budget with those capital amounts reflecting a 75% Capital
Spending Ratio applied to FY 2020 and FY 2021 as shown in the proposed FY
2020 though FY 2024 Capital Improvement Plan; and

The amounts necessary to fund the annual sewer system capital
expenditures of $121,110,000 in FY 2020 and $99,322,500 in FY 2021 for the
capital improvement plan in accordance with Schedule 5D - Sewer
Construction Bond Fund budget with those capital amounts reflecting a 75%
Capital Spending Ratio applied to FY 2020 and FY 2021 as shown in the
proposed FY 2020 though FY 2024 Capital Improvement Plan; and

The amounts necessary to fund the annual water system capital expenditures
of $10,125,300 in FY 2020 and $9,235,300 in FY 2021 for capital outlay in
accordance with the 5A - Water Improvement and Extension Fund budget;
and

The amounts necessary to fund the annual sewer system capital
expenditures of $20,122,200 in FY 2020 and $19,875,600 in FY 2021 for the
capital outlay in accordance with the 5B - Sewer Improvement and Extension
Fund budget; and

The GLWA Audit Committee began review of the budget and five-year
financial plan document developed for FY 2020 through FY 2024 at its
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meeting on January 4, 2019; with updates at its meetings on January 18,
2019, and February 15, 2019; and

The GLWA Board conducted a public hearing on the proposed budget in
accordance with the provisions of Public Act No. 43 of the Acts of the State
Legislature of 1963 (“Budget Hearings of Local Governments”); and

A notice for the public hearing on the proposed budget scheduled for
February 27, 2019 at 2:00 pm at the Water Board Building, 735 Randolph,
Detroit, Michigan was published in The Detroit Legal News announcing a
public hearing on the budget in addition to posting the notice and proposed
budget on glwater.org/financials; and

The public hearing continued through March 13, 2019, at 1:00 p.m.; and

An affirmative vote of 5 Board Members is necessary for the adoption of this
Resolution,

NOW THEREFORE BE IT:

RESOLVED

RESOLVED

RESOLVED

That the GLWA Board conducted a public hearing on February 27, 2019, and
continued that hearing on March 13, 2019, to receive public comment
regarding the proposed budget for the Fiscal Years 2020 and 2021; and be it
further

That the GLWA Board approves the budget for Fiscal Years 2020 and 2021;
and be it finally

That the Chief Executive Officer, and the Chief Financial Officer/Treasurer
are authorized to take such other action as may be necessary to accomplish
the intent of this resolution.



Water System Revenue Reguirements

Revenues
11 Revenues from Charges

10.1 MNon-Operating Revenue
Total Revenues

Revenue Requirements
1 Operations & Maintenance [0&M) Expense
2 O&M Legacy Pension Allocation
3 Debt Service Allocation
4 Accelerated Legacy Pension Allocation
5 Water Residential Assistance Program
& Lease Payment to Local System 1&E Account
7 Improvement & Extension Fund Allocation
& Operating Reserve Deposit
% Extracrdinary Repair & Replacement Deposit

Annual Revenue Requirements

Schedule 1A - Water System Revenue Requirements Budget

Current Year

FY 2019
Adopted

FY 2019
Amended

FY 2020
Requested

FY 2020
5 Change

FY 2020
% Change

Biennial Budget

FY 2021
Requested

FY 2021
S Change

FY 2021
% Change

S 327,563,300 5 327,563,500 | $ 330,580,000 53,016,100 0.5% 5 345,319,300 514,739,300 45%
3,836,600 9,425, 400 9,084,200 5,247,600 136.8% 7,931,500 (1,152,700} -12.7%
331,400,500 336,989,300 339,664,200 8263700 2.5% 353,250,800 13,586,600 4.0%
$121562,600 5121562600 | $131,490,500 59,927,500 82% 5134,120,300 52,629,800 2.0%
6,048, 000 6,048,000 6,048,000 - 0.0% 6,048,000 - 0.0%
134,214,600 131,241,800 | 137,557,600 3,343,000 2.5% 150,314,300 12,756,700 9.3%
6,268,300 6,268,300 6,268,300 - 0.0% 6,268,300 - 0.0%
1,673,400 1,673,400 1,698,300 24,900 1.5% 1,776,800 78,500 4.6%
22,500,000 22,500,000 22,500,000 - 0.0% 22,500,000 - 0.0%
39,133,600 47,695,200 30,125,500 (9,008,100 -23.0% 31,333,200 1,207,700 4.0%

- - 3,976,000 3,976,000 NA 889,900 (3,086,100 -77.6%

- - - - NA - - NA

§ 331,400,500 S 336,989,300 | $ 339,664,200 S$8,263,700 2.5%| § 353,250,800 513,586,600 4.0%




Sewer System Revenue Reguirements

Revenues

11 Revenues from Charges

Regicnal Bad Debt True-Up Adjustment
Subtotal Revenues from Charges

10.1 Non-Operating Revenue

Total Revenues

Revenue Requirements
1 Operations & Maintenance (0&M) Expense
2 O&M Legacy Pension Allocation
3 Debt Service Allocation
4 Accelerated Legacy Pension Allocation
5 Water Recidential Assistance Program
6 Lease Payment to Local System
7 Improvement & Extension Fund Allocation
B Operating Reserve Deposit
9 Extracrdinary Repair & Replacement Deposit
Annual Budgeted Revenue Requirements
|&E Fund Allocation - Regional Bad Debt True-Up Adj.

Adjusted Annual Revenue Requirements

Schedule 1B - Sewer System Revenue Requirements Budget

Current Year

FY 2019
Adopted

FY 2019
Amended

FY 2020
Requested

FY 2020
S Change

Biennial Budget

FY 2020 FY 2021
% Change Requested

FY 2021
S Change

FY 2021
% Change

$ 465585100 5 465,585,100 | S 471,874500 S 6,289,400 14% S 490,844,200 518,969,700 8.0%
1,871,300 1,871,300 - (1,871,300) -100.0% - - MNA
467,456,400  467.456400| 471,874,500 4,418,100 09% 490,844,200 18,969,700 4.0%
4,570,900 5,878,800 8730,800 4,159,900 91.0% 8,985,300 254,500 2.9%
472,027,300 474,335,200 480,605,300 8,578.000 1.8% 499,829,500 19,224,200 4.0%
$191,079,400  5191,079,400 | $187,057,200 5 (4,022,200 -21% 5190798400  $3,741,200 2.0%
10,824,000 10,824,000 10,824,000 - 0.0% 10,824,000 - 0.0%
214,600,700 208,389,300 | 215738800 1,138,100 05% 216,181,700 442,900 0.2%
11,620,700 11,620,700 11,620,700 - 00% 11,620,700 - 0.0%
2,374,100 2,374,100 2,403,000 28,900 1.2% 2,510,700 107,700 45%
77,500,000 27,500,000 27,500,000 - 0.0% 27,500,000 - 0.0%
12,157,100 20,676,400 25,461,600 13,304,500 109.4% 39,140,900 13,679,300 53.7%

- - - - NA 1,253,100 1,253,100 NA

- - - - MA - - NA
470,156,000 472463900  480,605300  10.449,300 | 22%| 499829500 19224200 8.0%
1,871,300 1,871,300 - (1,871,300} -100.0% - - NA

5 472,027.300 % 474,335,200 | § 480605300 § 3,5?3,[“]]' ]_.B%l 5 499,829,500 519,224,2[“]' 4.0%




Sewer System Revenue Reguirements

Revenues

11 Revenues from Charges

Regicnal Bad Debt True-Up Adjustment
Subtotal Revenues from Charges

10.1 Mon-Operating Revenue

Total Revenues

Revenue Requirements
1 Operations & Maintenance (0&M) Expense
2 OEM Legacy Pension Allocation
3 Debt Service Allocation
4 Accelerated Legacy Pension Allocation
5 Water Residential Assistance Program
& Lease Payment to Local System I&E Account
7 Improvement & Extension Fund Allocation
B Operating Reserve Deposit
9 Extracrdinary Repair & Replacement Deposit
Annual Budgeted Revenue Requirements

|&E Fund Allocation - Regional Bad Debt True-Up Adj.

Adjusted Annual Revenue Requirements

Current Year

FY 2019
Adopted

FY 2019
Amended

FY 2020
Requested

Schedule 1C - Combined Water and Sewer System Revenue Requirements Budget

FY 2020
5 Change

Biennial Budget

FY 2020
% Change

FY 2021
Requested

FY 2021
5 Change

FY 2021

S 793,148,000 5 793,149,000 | 5 802454500 S 8,305,500 12% 5 836,163,500 533,709,000 4.2%
1,871,300 1,871,300 - (1,871,300)  -100.0% - - NA
795,020,300  795020,300| 802454500 7,434,200 09% 836163500 33,709,000 2.2%
8,407,500 16,304,200 17,815,000 9,407,500 1119% 16916800  (898,200) -5.0%
803,427,800 811,324,500 820,269,500 16,841,700 21%| 853080300 32,810,800 4.0%
$312,642,000 $312,642,000 | 3$318,547,700 35,905,700 19% $324918700  $6,371,000 2.0%
16,872,000 16,872,000 16,872,000 - 0.0% 16,872,000 - 0.0%
348,815,300 339,631,100 | 353,296,400 4,481,100 13% 366496000 13,199,600 3.7%
17,889,000 17,889,000 17,889,000 - 00% 17,889,000 - 0.0%
4,047,500 4,047,500 4,101,300 53,800 13% 4,287,500 186,200 4.5%
50,000,000 50,000,000 50,000,000 - 0.0% 50,000,000 - 0.0%
51,290,700 68,371,600 55,587,100 4,296,400 B4% 70474100 14,887,000 26.8%

- - 3,976,000 3,976,000 NA 2,143,000  (1,833,000) -46.1%

- - - - NA - - NA
801556500 809,453,200 820269500 18,713,000 23%| 853080300 32,810,800 | 2.0%
1,871,300 1,871,300 - (L871,300)  -100.0% - - NA

$ 803,427,800 $ 811,324,500 | § 820,269,500 516,34L?m| z.m’.l $ 853,080,300 532,31u,auu| 4.0%,




There is no Schedule 3 for purposes of the Budget Resolution.



Schedule 4 - Debt Service Coverage Calculations Consistent with the Master Bond Ordinance

FY 2020 FY 2020 FY 20 Combined FY 2021 FY 2021 FY 21 Combined

Flow of Funds Basis Water Fund Sewer Fund (Infermational Only) Water Fund Sewer Fund {Informational Only)
Revenues

1 Regional System Wholesale Revenues % 330,580,000 5 471874500 5 802,454,500 % 345,318,300 5 490844200 5 836,163,500

2 Local System Revenues 76,315,200 106,320,700 182,635,500 78,202,700 125,741,500 203,944,200

5 Miscellaneous Revenue [Local System) 2,200,000 500,000 2,700,000 2,200,000 500,000 2,700,000

4 Mon-Operating Revenue [Regional System) 9,084,200 8,730,800 17,815,000 7,931,500 B,985,300 16,916,800

5 Total Revenues $ 418179400 5 587426000 S 1005605400 5 433,653,500 $ 626071000 S  1,059,724,500

Revenue Requirements

Operations & Maintenance Expense

& Regional System Wholesale Expenses % 131,490500 5 187,057,200 & 318,547,700 % 134,120,300 5 190,798,400 5 324,918,700
7 Local System Expenses 36,654,600 72,472,800 109,127,400 37,764,000 74,627,200 112,391,200
B GRS Pension allocable to Regional System 6,048, D0 10,824,000 16,872,000 6,048,000 10,824,000 16,872,000
9 GRS Pension allocable to Local System 4,272,000 2,856,000 7,128,000 4,272,000 2,856,000 7,128,000
10 Total Operations & Maintenance Expense 178,465,100 273,210,000 451,675,100 182,204,300 279,105,600 461,309,900

i1 Net Revenues after Operations & Maintenance Expense 5 239714300 5 314216000 5 553,930,300 5 251449200 5 346965400 5 588,414,600

Debt Service by Lien

12 Senior Lien Bonds 123,909,500 148,568,300 272,478,200 130,866,400 138,541,600 270,408,000
13 Second Lien Bonds 47,848,300 45,878,900 93,728,200 48,280,800 54,642,100 103,522,300
14 SRFlunior Lien Bonds 2,508,100 52,941,400 55,850,500 12,084,700 53,651,700 65,736,400
15 Total Debt Service $ 174668300 $ 247383600 5 422,056,500 § 192,231,900 § 247835400 5 440,067,300
Debt Service Coverage
15 Senior Lien Bonds  (11)/713} 1.53 2.11 152 2.49
16 Second Lien Bonds (11) /[(12)+(13)] 1.40 162 1.40 1.79

17 SRF lunior Lien Bonds {11}/ (15) 137 127 1.31 1.40




Schedule 5A - Water Improvement & Extension Fund

Current Year Biennial Budget

Inflows & Outflows FY 2019 Projected  FY 2020 Requested  FY 2021 Forecast
Water Improvement & Extension Fund
Water System Revenue Transfers 547 855,200 530,125,500 531,333,200
Grant Revenues - - -
Earnings on Investments, Net - - -
Capital Outlay (22,133,400) (10,125,300) (9,235,300
Revenue Financed Capital - Strategic (13,172, 000) (45,000, 000) (75,000,000)
Increase (Decrease) in I&E Reserves 512,385,800 (524,599 B0O0) [%52,502,100)
Beginning Year Balance 220,475,500 232 865,300 207,865 500
Projected Ending Balance $232,865,300 $207,865,500 5154,963,400

Schedule 5B - Sewer Improvement & Extension Fund

Current Year Biennial Budget

FY 2019 Projected  FY 2020 Requested  FY 2021 Forecast

Inflows & Qutflows

Sewer Improvement & Extension Fund

Sewer System Revenue Transfers 524,419,000 525,461,600 539,140,900
Grant Revenues - - -
Earnings on Investments, Net - - -
Capital Outlay (5,957,000) (20,1232, 200) (18,875,600)
Revenue Financed Capital - Strategic (8,312 000) = (10,000, 000)
Increase [Decrease) in I&E Reserves 510,150,000 55,339,400 58,265,300
Beginning Year Balance 68,951,000 79,081,000 84,420,400
Projected Ending Balance $79,081,000 584,420,400 593,685,700




Schedule 5C - Water Construction Bond Fund

Inflows & Outflows

Water Construction Bond Fund

Bond Proceeds, Net

Earnings on Investments, Net

Transfer frem Improvement & Extension Fund
Grant Revenues

Project Expenditures

Increase (Decrease) in Construction Funds

Beginning Year Balance
Projected Ending Balance

Current Year Biennial Budget

FY 2019 FY 2020 FY 2021

Projected Requested Forecast
s0|s - S0
2,857,500 1,487,700 258,300
13,172,000 45,000,000 75,000,000
- 5,531,000 18,367,000
(66,038,000)| (107.435,300)  (124,949,300)
(50,008,500 (55,416,500 (31,324,000
140,732,200 80,723,700 35,307,100
$90,723,700 $35,307,100 53,983,100

Schedule 5D - Sewer Construction Bond Fund

Inflows & Qutflows

Sewer Construction Bond Fund

Bond Proceeds, Net

Earnings on Investments, Net

Transfer frem Improvement & Extension Fund
Grant Revenues

Project Expenditures

Increase (Decrease) in Construction Funds

Beginning Year Balance
Projected Ending Balance

Current Year Biennial Budget

FY 2019 FY 2020 FY 2021

Projected Requested Forecast
S0|S 78960,000 581,780,000
1,351,800 41,100 119,500
8,312,000 - 10,000,000
55,213,000 29,342,000 £,280,000
(105,183,000)] (121,110,000) (99,322,500)
(40,306, 200) (12,766,900) 856,800
102,506,300 62,200,100 45,433,200
562,200,100 549,433,200 550,290,000




