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735 Randolph Street
Detroit, Michigan 48226

glwater.legistar.com

Great Lakes Water Authority

Meeting Minutes - Draft

Audit Committee

8:00 AM Water Board Building 5th FloorFriday, December 6, 2019

Special Meeting

1. Call To Order

Chairman Baker called the meeting to order at 8:12 a.m.

2. Quorum Call

Director Gary Brown, and Chairman Brian BakerPresent: 2 - 

Note:  Director Brown's attendance via teleconference until 8:27 a.m., and 

joined the meeting at the table under Item 6C.

3. Approval of Agenda

Chairman Baker requested a Motion to approve the Agenda.

Motion By: Brian Baker

Support By: Gary Brown

Action: Approved

The motion carried by a unanimous vote.

4. Approval of Minutes

A. 2019-431 Audit Committee Minutes October 18, 2019   

Sponsors: Nicolette Bateson

Indexes: Finance

4A October 18, 2019 Audit Committee Meeting Minutes.pdfAttachments:

Chairman Baker requested a Motion to approve the October 18, 2019 Audit 

Committee Meeting Minutes.

Motion By: Brian Baker

Support By: Gary Brown

Action: Approved

The motion carried by a unanimous vote.
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B. 2019-432 Special Audit Committee Minutes October 31, 2019   

Sponsors: Nicolette Bateson

Indexes: Finance

4B October 31, 2019 Special Audit Committee Meeting Minutes.pdfAttachments:

Chairman Baker requested a Motion to approve the October 31, 2019 Special 

Audit Committee Meeting Minutes.

Motion By: Gary Brown

Support By: Brian Baker

Action: Approved

The motion carried by a unanimous vote.

5.  Public Comment

There were no public comments.

6.  Old Business

A. 2019-433 FY 2021 Charges Rollout Update   

Sponsors: Nicolette Bateson

Indexes: Finance

6A FY 2021 Charges Rollout Update.pdfAttachments:

Motion By: Gary Brown

Support By: Brian Baker

Action: Received and Filed

The motion carried by a unanimous vote.

B. 2019-434 Shared Services Update     

Sponsors: Nicolette Bateson

Indexes: Finance

6B  FY 2018 True Up Status Memo 12.6.2019.pdfAttachments:

Motion By: Gary Brown

Support By: Brian Baker

Action: Received and Filed

The motion carried by a unanimous vote.
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C. 2019-435 Annual Financial Audit Update

Sponsors: Nicolette Bateson

Indexes: Finance

6C1  Annual Audit and FYE June 2019 Update.pdf

GLWA Audit Committee Binder 2_12.6.19.pdf

GLWA Audit Committee Binder 3_12.6.19.pdf

Attachments:

Motion By: Gary Brown

Support By: Brian Baker

Action: Received and Filed

The motion carried by a unanimous vote.

7.  New Business

A. 2019-436 Ethics and Compliance Hotline   

Sponsors: Nicolette Bateson

Indexes: Finance

7A1 Ethics and Compliance Hotline Memo 11.27.2019.pdf

7A2 Ethics and Compliance Hotline Procurement Report.pdf

7A3 Ethics and Compliance Hotline Fee Proposal Summary.pdf

Attachments:

Motion By: Gary Brown

Support By: Brian Baker

Action: Received and Filed

The motion carried by a unanimous vote.

B. 2019-437 Proposed Underwriting Team Selection for 2020 Refunding and Potential 
New Money Transaction    

Sponsors: Nicolette Bateson

Indexes: Finance

7B1 Underwriter Team Selection.pdf

7B2 GLWA Board Resolution Underwriter Team Selection.pdf

7B3 Appendix A Underwriter Selection Procurement Report.pdf

7B4 Appendix B Comparable Transaction Takedowns.pdf

Attachments:

Motion By: Gary Brown

Support By: Brian Baker

Action: Referred to the Board of Directors Workshop Meeting without 

Recommendation 

Agenda of December 11, 2019

The motion carried by a unanimous vote.
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C. 2019-438 October Reconciliation Committee    

Sponsors: Nicolette Bateson

Indexes: Finance

7C1 October 2019 Reconciliation Committee Cover Memo.pdf

7C2 October 2019 DRAFT Reconciliation Committee Summary.pdf

7C3 GLWA DWSD Quarterly Reconciliation_thru June 30 2019.pdf

7C4 DWSD-GLWA SOP Tracking.pdf

7C5 IT Shared Service Status Memo 10.16.2019.pdf

Attachments:

Motion By: Gary Brown

Support By: Brian Baker

Action: Received and Filed

The motion carried unanimously.

D. 2019-439 Consultant Selection Timeline    

Sponsors: Nicolette Bateson

Indexes: Finance

7D  Consultant Selection Timeline.pdfAttachments:

Motion By: Gary Brown

Support By: Brian Baker

Action: Received and Filed

The motion carried by a unanimous vote.

E. 2019-440 Proposed Calendar Year 2020 Audit Committee Meeting Dates  

Sponsors: Nicolette Bateson

Indexes: Finance

7E1  FY 2020 Audit Committee Meeting Calendar.pdf

7E2  Audit Committee Proposed FY 2020 Meeting Schedule 
Notice.pdf

Attachments:

Motion By: Brian Baker

Support By: Gary Brown

Action: Received and Filed

The motion carried by a unanimous vote.

8.  Reports
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A. 2019-441 Monthly Financial Report for August 2019    

Sponsors: Nicolette Bateson

Indexes: Finance

8A GLWA Monthly Financial Report August 2019.pdfAttachments:

Motion By: Gary Brown

Support By: Brian Baker

Action: Received and Filed

The motion carried by a unanimous vote.

B. 2019-443 Quarterly Construction Work-in-Progress Report    

Sponsors: Nicolette Bateson

Indexes: Finance

8C1 CWIP FY 2019 Q4 Memo.pdfAttachments:

Motion By: Gary Brown

Support By: Brian Baker

Action: Received and Filed

The motion carried by a unanimous vote.

C. 2019-442 Quarterly Investment Report    

Sponsors: Nicolette Bateson

Indexes: Finance

8B1 Quarterly Investment Report Cover Memo_September 2019.pdf

8B2 GLWA_Quarterly_Report_September 2019_November 2019 
meeting.pdf

Attachments:

Motion By: Gary Brown

Support By: Brian Baker

Action: Received and Filed

The motion carried by a unanimous vote.

D.  CFO Updates

There were no CFO updates.

9.  Look Ahead

A Special Audit Committee Meeting will be held on Thursday, December 19, 2019 at 3:30 p.m.

The December 20, 2019, 8:00 a.m. regular Audit Committee Meeting is cancelled.

10.  Information

None
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11.  Other Matters

None

12.  Adjournment

Chairman Baker requested a Motion to adjourn.

Motion By: Brian Baker

Support By: Gary Brown

Action: Approved

The motion carried by a unanimous vote.

There being no further business, the meeting was adjourned at 10:44 a.m.
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Date:  December 19, 2019 

To:  Great Lakes Water Authority Audit Committee 

From:  Jon Wheatley, Public Finance Manager  

Re:  Independent Sewer Charges Methodology Consultant Report Closeout 

Background:  On April 26, 2019 the Great Lakes Water Authority (GLWA) engaged Raftelis 
Financial Consultants, Inc. (Raftelis) as an independent charges methodology consultant.  The scope 
of the  engagement was to accomplish the following objectives as it relates to sewer charges. 

1) Review GLWA’s existing cost allocation methodologies, including the units of service; 

2) Meet with the sewer system member partners individually to identify their cost allocation 
concerns and create a list all concerns resulting from these meetings; 

3) Prioritize the issues to be addressed as a part of this study and present the list to the 
member partners through the Sewer Shares Workgroup; 

4) Identify which issues can be addressed before the next Sewer Shares update and which 
issues may require an extended time in which to transition those cost allocation solutions 
and  participate in a member partner outreach meeting to develop a list of alternate 
solutions to the issues identified; and 

5) Review each identified issue from the member partner interviews and provide alternative 
solutions or methodologies to address the concerns from the priority list and provide a final 
report with recommendations for potential cost allocation methodologies. 

The recommendations in the Raftelis report informed member partners and was a key element that 
lead to the member partner discussions in the small SHAREs “Think Tank” group.  A memo dated 
October 16, 2019 from the Think Tank was shared with the GLWA Board which presented a path 
forward for the Sewer Shares Methodology.  The path presented embraces simplicity and stability 
consistent with  recommendations from Raftelis. The Raftelis final report attached to this memo is a 
result of one-on-one meetings with 13 of the 19 sewer member partners and the list of concerns 
gathered in those meetings, four Sewer Shares Workgroup meetings, and meetings with GLWA 
management and staff.   

Budget Impact:  None. 

Proposed Action: Receive and file the final Raftelis Report. 
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INTRODUCTION 
The methodology used to allocate wholesale service costs in the greater Detroit area has been continually 

evolving for the past half century. A series of agreements between the City of Detroit and surrounding 

suburbs in the late 1970’s laid the groundwork for today’s charge methodology. The current process 

distributes costs between wholesale customers of the Great Lakes Water Authority (GLWA) based on their 

estimated use of the system, measured by estimates of flow volume and amount of pollutants contributed.  

 

The process of determining charges begins with a total revenue requirement. Each component of the 

requirement is allocated to a function of providing service, and each function is allocated to a cost driver as a 

way of distributing those costs to customers based on their unique usage characteristics. 

 

GLWA has engaged Raftelis, in conjunction with HDR, to assist both GLWA and the Member Partner 

Communities in review the existing methodology for recovering costs, provide expertise and assistance in 

proposing potential changes to the methodology, and determine the steps necessary to move forward with 

such proposed changes. 

 

This report summarizes our findings for this engagement.  The major sections of this report are in 

chronological order as they have been developed through this engagement, we began by reviewing and 

documenting the existing methodology and provided our perspective on areas for consideration based on 

preliminary direction from GLWA staff.  We next conducted member interviews with Member Partner 

Communities and have documented the feedback we received in those meetings.  We then discuss potential 

charge approaches that currently are or could be incorporated into the sewer charge methodology for GLWA 

moving forward.  This report then discusses how the proposed ‘Path Forward’ that was presented on May 3, 

2019 relates to those potential charge approaches.  We then propose a methodology based on our 

discussions with the Member Partner Communities.  Based on our proposal and discussion a smaller ‘Think 

Tank’ consisting of GLWA and Member Partner representatives was formed and held multiple meetings 

culminating in a presentation to the Sewer SHARES Work Group on October 18,  2019. That presentation set 

forth  key principles for  a  path forward , which is discussed in the final section of this report. 

 

REVENUE REQUIREMENT 
 

At a basic level, the total revenue requirement includes operating expenses, debt service, and charge 

financed capital. After GLWA develops a detailed financial plan forecasting these expenses, they conduct a 

cost of service study to determine how much each Member Partner pays for service. 

ALLOCATION OF REVENUE REQUIREMENT TO FUNCTIONS 
The first step in the cost of service process is to allocate the revenue requirement to functions. The WRRF 

functions currently used by GLWA are:  

 

WRRF: 

1. Primary Pumping 

2. Rack and Grit 
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3. Primary Treatment 

4. Aeration 

5. Secondary Treatment 

6. Dewatering 

7. Sludge Disposal 

8. WRRF General 

 

Wastewater Collections: 

9. Lift Stations 

10. Combined Sewer Overflow (CSO) Facilities 

11. Interceptors 

12. Industrial Waste Control 

13. Master Meters 

14. GLWA Sewer General 

 

Operations and Maintenance Expense 
The Operations & Maintenance (O&M) revenue requirement is divided into seven departments: 

 

1. Wastewater Operations 

2. Wastewater Process Control 

3. Wastewater Primary Processing 

4. Wastewater Secondary Processing 

5. Wastewater Dewatering Process 

6. Wastewater Incinerations Process 

7. Biosolids Dryer Facility 

 

Each of these departments are subdivided into Personnel, Electricity, Chemicals, Other Utilities, and Other. 

The resulting 35 categories plus Wastewater Engineering and Analytical Laboratory costs are allocated to 

the functions listed above based on judgement and experience. Figure 1 presents an example allocation of FY 

2019 Personnel Costs1. In addition, costs associated with lift stations, CSO facilities, and Industrial Waste 

Control, are separated from the seven departments and allocated 100% to their respective functions.  

 

Administrative and centralized costs are allocated proportionally based on the results of an annual analysis 

of those departments which considers resource allocation and specific identification of certain costs for 

assignment to water or sewer. In total, approximately 54% of the total GLWA budgets for Centralized 

Services and Administrative Services are allocated to the sewer utility. The sewer portion of Centralized 

Services is allocated between WRRF General and Wastewater Collection functions, while administrative 

services are allocated 100% to GLWA Sewer General. 

 

Costs allocated to WRRF General are allocated to the other seven WRRF functions based on the proportions 

of directly allocated non-commodity costs (Personnel, Other, Support Services). GLWA Sewer General costs 

                                                             
1 All cost allocation examples based on FY 2019 Cost of Service Study and may no longer be applicable to the FY 2020 
Study. Figures may be different than published TFG figures due to rounding. 
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are allocated among the other 12 functions based on the proportions of all previously allocated non-

commodity costs. 

 

Capital Expenses 
GLWA Debt Service, transfers to Improvement &Extension (I&E) and Repair & Replacement (R&R), and non-

charge revenues are allocated to functions in the same proportion as existing assets plus construction work-

in-progress (CWIP). Once all assets are allocated to functions, total annual depreciation and current net book 

value for each function are used to determine a utility basis capital revenue requirement. The return and 

depreciation components are added to obtain a total capital revenue requirement by function. 

ALLOCATION OF FUNCTIONAL COSTS TO COST DRIVERS 
The second step in the Cost of Service is to allocate functionalized costs to cost drivers.  

The current allocation factors are based on the 1979 and 1980 Settlement Agreements. The functions are 

allocated to ten cost drivers: 

 

1. Flow 

2. BOD (Biochemical Oxygen Demand) 

3. TSS 

4. PHOS (Phosphorous) 

5. FOG (Fats, Oils, and Grease) 

6. Suburban 

7. Oakland=Macomb Interceptor Drain Drainage District (OMID) 

8. CSO 

9. Industrial Waste Control 

10. Detroit Only 

 

Figure 2 shows the current O&M cost allocation factors in use. Different factors are used for O&M and capital. 

 

Final cost pools are determined using the proportions of each cost driver developed in this step (for total 

O&M, non-commodity O&M, and capital) to allocate all budget elements as shown in Figure 3. 

» O&M and Contribution to Operating Reserves are allocated on the O&M basis.  

» Pension Obligations are allocated on the non-commodity O&M basis 

» Debt Service and transfers to I&E and R&R are allocated on the capital basis 

» WRAP, Lease Payment, and non-charge revenues are allocated proportionally to everything else. 

 

UNITS OF SERVICE 
 

The SHARES process introduced a simplified method of distribution costs among all customers. At a basic 

level, it determines what “share” of common to all costs each customer should be responsible for based on a 

four-year average (currently FY13 to FY16) of contributed volume and estimated pollutant strengths. This 

average is then used for distributing costs in the next three fiscal years. 
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FLOW BALANCE 
The first step of developing SHARES is conducting a flow balance to determine total flows for suburban 

customers (M), the Detroit+ (D+) group, and common inflow and infiltration (Z).  

 

Suburban Customers 
The process begins with error-corrected meter readings for each of the suburban customers to measure 

their total volume contribution. This total is then corrected for known factors; the amount of inflow and 

infitlration (I&I) from GLWA water mains, referred to asNet Non-Revenue Non-Local Water (NNNW), is 

estimated based on known non-revenue water from the system and proportionally subtracted from M 

customers based on inch-miles of GLWA water mains within their sewer service area.  

Historic M flows for appropriate customers are also corrected for the OMID diversion in 2016 and Western 

Township Utilities Authority (WTUA) flows being sent to Ypsilanti Communities Utility Authority) (YCUA) 

beginning in FY 2018. The net amount for each customer represents their total flows into the WRRF. 

 

Detroit+ 
The D+ area includes Detroit, Hamtramck, Highland Park, and a few small parts of other communities. Flow 

from D+ is not directly metered, however there are 13 system meters covering areas referred to as D+ Direct. 

Data from these meters are used to estimate total flows from the Direct districts in a similar manner as the M 

customers. 

 

Districts within the D+ area that do not contain a system meter are referred to as D+ Incremental. Total flows 

in the D+ Incremental area are built up from three components: sanitary (discussed below), dry weather 

inflow and infiltration (DWII) and wet weather inflow and infiltration (WWII). DWII and WWII are estimated 

through a process that considers WWII or DWII per unit of impervious area within the D+ Direct areas 

relative to impervious area in D+ Incremental areas, an estimate of interceptor DWII, and an estimate of 

DWII related to non-revenue water.  

 

D+ Direct and D+ incremental are added for a total estimate of D+ flow, which is then adjusted for NNNW. 

  

CSO Discharges 
During extreme wet weather events, wet weather flows can exceed WRRF treatment capacity and CSO basin 

storage capacity. The excess amount is discharged into the Detroit River and is not treated. 11.3% of this 

excess is subtracted from M flows in proportion to their CSO cost allocation, and the remaining 88.7% is 

subtracted from D+ flows. The sum of the final M and D+ flows are referred to as Total Wastewater Toward 

Treatment. 

 

Common Flow 
However, total WRRF influent (after historic OMID and WTUA adjustments) is not equal to Total Wastewater 

Towards Treatment. The portion of this difference that is not attributable to recycled flows used in the 

treatment process is considered common flow. These are not allocable units to which costs can be 

distributed, effectively making the cost to treat this common flow shared proportionally among all 

customers. 
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Determination of Sanitary, DWII, WWII Flows 
In the D+ area, sanitary flows are assumed to be 95% of retail and industrial winter water sales; in the M 

areas, sanitary flows are 90% of winter water sales. DWII is estimated by subtracting the sanitary flows from 

total flows on “dry” days. WWII is estimated by subtracting total flow on dry days from total flow on wet 

days.  

POLLUTANTS 
The second step is estimating the amount of BOD, TSS, Phosphorus, and Fats, Oils, and Greases each 

customer contributes to the system. 

 

Pollutant Strengths 
Due to the infeasibility of measuring each customer’s strength of flow, the current process assumes that all 

customers have the same strengths for each category of flow. Using published national data, the Strength of 

Flow Subcommittee estimated DWII and WWII strengths as a proportion of sanitary flow strengths for each 

pollutant and used weighted WRRF loadings and volumes to estimate strengths for each type of flow. See 

Figure 4 for currently used strengths and ratios, and Figure 5 for the development of these strengths. Total 

pounds of pollutants for each customer are calculated using these estimated strengths and the sanitary, 

DWII, and WWII flows previously estimated. 

 

SHARES 
Now that volume and pollutant totals have been developed for each M customer and D+, total flow volumes 

and pounds of each pollutant are converted to percentages for each customer. Common to All SHARES are 

calculated with a weighted average, currently set to 50%/50%, of the volume SHARE and pollutant SHARE. 

Figure 6 contains an example of SHARE development using FY 2018 units of service. 

 

Suburban only SHARES are based on each M customer’s portion of total M flow. 

 

CSO SHARES are based on the 1999 Settlement Agreement. 83% of CSO costs are distributed to Detroit. The 

remaining 17% is distributed among suburban customers based upon an agreed upon methodology by those 

customers. 

 

CUSTOMER CHARGES 
 

Industrial surcharges revenues are netted out of the total customer revenue requirement. Remaining flow, 

BOD, TSS, PHOS, and FOG costs are combined to create a single common to all cost pool. This total is then 

multiplied by each customer’s CTA SHARE. The same process is performed with suburban only costs and 

SHARES, OMID only costs and SHARES, and CSO costs and SHARES. The sum of these costs for each customer 

represents their share of GLWA’s revenue requirement. See Figure 7 for an example of the development of 

customer charges. 
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The final step is to account for Detroit’s equity in the system and suburban bad debt. Each of these costs is 

distributed to suburban customers using Suburban Only SHARES, and the equity amount is subtracted from 

Detroit’s total charge. The final annual total is billed to each customer on a fixed monthly basis. 

 

AREAS FOR CONSIDERATION 
 

Based on our preliminary review of the existing methodology and our experience assisting wastewater 

utilities with examination and development of cost of service methodologies, we have identified several 

areas that warrant consideration for change.  The existing methodology is more complicated than typical, 

even for a utility like GLWA that provides service to its numerous member communities on solely a 

wholesale basis.  The desire expressed by GLWA and Member Partner Communities to simplify further is 

consistent with the views of other wastewater utilities. 

 

One area that warrants consideration for simplification is the use of strength of flow in the existing 

methodology.  It is important that pollutant strength and the costs associated with the treatment and 

disposal of regulated pollutants be considered for purposes of determining excess strength surcharges for 

industrial customers to meet EPA requirements.  In some cases, utilities analyze wastewater samples from 

wholesale customers, however, this is less common due to recognition of the difficulty of securing 

representative samples and the associated costs of such sampling and analysis as well as the variability in 

the results.    GLWA’s existing methodology that considers the strength of flow for sanitary discharges dry 

weather I/I, river induced I/I and wet weather-related flows is a level of complexity not typically seen.  Great 

effort has been made to estimate the strength of these different flows in the GLWA system, but ultimately, 

they remain to be estimates with a limited level of accuracy.  While additional effort and resources could be 

expended to improve the accuracy of these estimates, the results would remain relatively inaccurate 

compared to the other units of service used to allocate and distribute costs to customers. 

 

However, it should be noted that removal of strength of flow without consideration of other facets of the cost 

of service methodology would not be consistent with the overriding objective of achieving a fair distribution 

of costs.  The existing methodology that accounts for the volume of wet weather and dry weather I/I 

somewhat necessitates consideration of strength of flow to reasonably allocate costs to those customers with 

high wet weather volumes and dry weather I/I.  Some utilities with similar service areas, for instance, 

Northeast Ohio Regional Sewer District (NEORSD) in the metropolitan Cleveland area, charge their 

customers based primarily on sanitary flow, so all customers share in wet weather and dry weather I/I costs 

proportional to their sanitary flow. 

 

Another area of consideration is the split of costs for the CSO facilities that are currently allocated 83% to 

DWSD and 17% to other Member Partner Communities.  While we understand that these numbers are based 

on many years of technical discussions, hydraulic modeling and negotiation and as such may be a reasonable 

estimate of DWSD’s use of CSO facilities at that time, such an allocation may not appropriately recognize the 

historic nature of the development of the system with relation to regulation of combined sewer systems.  For 

example, as mentioned previously, NEORSD recovers cost in proportion to sanitary flow of all communities, 

even though some areas are combined and others are separated.  
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Some consideration should be given to distributing costs to Member Partner Communities based on peak 

flow.  Peak flow is a driver of many sewer utility’s capital and operating costs; facilities must be sized to meet 

peak flow and some regulatory requirements are driven by peak flow impacts.  By recognizing peak flow as a 

factor in cost of service, there is a price signal to customers that reducing peak flow will reduce their share of 

costs of the utility.   

 

Based on our preliminary discussion with the Member Partner Communities, the impact of facilities 

constructed, funded, and operated by Member Partner Communities that can benefit the entire regional 

system may need to be recognized.  As GLWA begins its next round of negotiations with MDEQ for its NPDES 

permit renewal, optimization of the collections system, including the components of the networks within the 

Member Partner Communities could achieve desired levels of environmental quality at a lower cost than 

would otherwise be required.  

 

Finally, some consideration will need to be given to the timing of any changes and future updates.  We 

understand that GLWA and the Member Partner Communities appreciate the consistency of the current 

approach where the distribution of costs is only updated every three years.  To mitigate impacts on 

customers, GLWA might consider determining the impact of proposed changes in advance of implementation 

so that the Member Partner Communities can prepare and react, and then the changes may also be phased in 

over multiple years. 

 

MEMBER PARTNER MEETINGS 
 

An important aspect of this engagement is input from the Member Partner Communities.  To that end the 

Raftelis Project Team, in conjunction with GLWA’s Member Outreach Consultant, Bridgeport Consulting, 

conducted meetings with most of the Tier 1 Member Partner Communities over the course of several weeks 

in early May 2019.  The Member Partner Communities that met with us, in order of their meeting were: 

 

» Macomb County (OMID) 

» Detroit Water and Sewerage Department 

» Oakland County (OMID and Oakland GWK) 

» Melvindale 

» Highland Park 

» Grosse Pointe Park 

» Southeast Macomb Sanitary District (SEMSD) and Harper Woods 

» Dearborn 

» Allen Park 

» Grosse Pointe Farms 

» Farmington  

» Wayne County (Rouge Valley) 

 

The Member Partner Communities were encouraged to provide their honest and frank feedback concerning 

their perspective and concerns regarding GLWA’s methodology for recovering sewer costs from all Member 

Partner Communities.  
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The Member Partner Communities also had the opportunity to provide feedback during the course of our 

engagement during presentations of our interim findings and preliminary recommendations at SHARES 

Work Group sessions on June 28, 2019 and July 26, 2019.  Member Partner Communities provided 

alternative approaches during the July 26, 2019 SHARES Work Group that were influential in refinements 

made to the recommendations in this report. 

 

MEMBER PARTNER KEY CONCERNS 
 

Based on the meetings with the Member Partner Communities, the Raftelis Project Team compiled a list of 

Key Concerns about the sewer charge methodology.  These concerns are general in nature, not necessarily 

directed at only the existing methodology, but meant to provide guidance on consideration of changes to the 

methodology. 

 

Issues are ranked by the number of Member Partner Communities that expressed their concern with that 

issue, in descending order. Communities were unanimous in their concern with stability and simplification. 

 

1. Stability in charges – Minimize each Member Partner Community’s change in charges from GLWA. 

2. Simplification of methodology / Understanding of methodology – Simplify charge methodology so it 

can be easily understood and explained to others (e.g., elected officials) 

3. Incentives to remove / reduce flows – Provide pricing signal for Member Partner Communities that 

reduce contributions to the regional GLWA system. 

4. Phase-In / Grace period on any changes implemented – Allow Member Partner Communities an 

opportunity to respond to changes in the charge methodology before they are implemented or fully 

implemented. 

5. Recognition of peak flows and how it relates to existing 83/17 CSO allocation – How does any new 

methodology supplement or supplant the existing 83/17 CSO allocation. 

6. Recognition of investments in local systems that benefit the GLWA regional system – Member 

Partner Communities that reduce peaks for the benefit of the regional system through storage or 

other operational measures would like to know how it benefits them form a charge perspective. 

7. Recognition of contract capacities – How does the charge methodology recognize contract capacities 

for customers. 

8. Minimize change in distribution among communities – Some Member Partner Communities 

expressed concern how changes would disproportionately impact other communities in the region.2 

9. Affordability – Address affordability considerations for Member Partner Communities retail 

customers. 

10. Impact of new development / connection fees – Should there be recognition for new retail customers 

that are benefitting from the GLWA regional system. 

11. Accuracy of existing cost / asset allocations – Are the existing cost and asset allocations suitable for 

any proposed new charge methodology. 

12. Cost Causation – Does the proposed charge methodology recommend cost causation. 

                                                             
2 This differs from item 1 in that this item indicates concern about shifting costs to communities other than themselves. 
Even if their share of costs were unchanged under a new methodology, they are concerned about the share of costs 
being shifted to other Member Partner Communities. 
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In our consideration of the above concerns raised by representatives of the Member Communities we have 

identified which can best tie to the charge methodology and which better tie to charge implementation or 

GLWA policies to support long term strategies of GLWA.  In our opinion we believe that the concerns that can 

be effectively met through the charge methodology include items 2, 5, 7, 11, and 12.  Issues that can be 

effectively addressed as part of the implementation of a new charge methodology include item  1, 4, 8 and 9.  

Issues that can be addressed through GLWA policies and programs a part from the charge methodology 

include items 3, 6, and 10.  

 

POTENTIAL CHARGE APPROACHES 
 

Based on the concerns of the Member Partner Communities and the understanding that the existing GLWA 

sewer charge methodology accounts for basically five factors in allocating and distributing costs (Average 

Volume, Pollutants, CSO facilities, OMID Specific, and Suburban Only), we will examine how the existing and 

other factors may be considered and used as part of the GLWA sewer charge methodology moving forward. 

AVERAGE VOLUME 
Average volume in effect recognizes each Member Partner Communities’ total volumetric contributions to 

the GLWA regional system for the year.  The average volume includes sanitary volume, dry weather I/I, and 

wet weather volume.  While some of GLWA’s costs relate to total volume treated, electricity and chemicals 

for example, many of GLWA’s costs are driven by other factors besides total volume treated.  Under the 

current methodology approximately 42% of the GLWA revenue requirement is recovered from Member 

Partner Communities based on average volume. 

 

While average volume certainly accomplishes the objective of being simple and understandable, due to the 

nature of the GLWA regional system and the D+ customers, some assumptions need to be made to determine 

the share of average volumes among customers, so there may be some concern over the accuracy of that 

allocation. 

 

The primary concern we have with average volume is that it does not differentiate the historic development 

of the system and recognize the average volumes from combined areas differently from separated areas on 

its own.  Under the existing methodology, this is accomplished through the strength of flow allocation of 

costs associated with pollutants, which will be discussed separately. 

 

Some other utilities with both older inner-city combined areas as well as newer suburban separated areas do 

not consider average volume or similar measures because of the burden it would place on those customers 

with combined systems. 

POLLUTANTS 
Pollutants recognizes the cost of treating extra strength surcharge pollutants by the GLWA treatment 

facilities, specifically BOD, TSS, Phosphorous, and FOG.  Philosophical arguments can be made that if not for 

the pollutants in the wastewater we would not need any treatment facilities, but generally accepted 

allocation approaches recognize that treatment is driven by the volume of wastewater as well as pollutant 

loadings. 
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Under the current methodology approximately 42% of the GLWA revenue requirement is recovered from 

Member Partner Communities as well as retail surcharge customers.  This share of costs allocated to 

pollutants is based on the 50/50 allocation of costs between volume and pollutants that was established 

during the previous charge simplification process.  Based on our experience, this is a very high allocation of 

costs to pollutants for a large regional wastewater utility. 

 

In the context of the GLWA charge methodology, the use of pollutants as a cost allocation factor, especially 

when considering the strength of each component of flow, is important because of the use of average volume.  

If only average volume were considered, those customers with combined systems would pay a much greater 

share of the GLWA regional costs due to their high levels of rain dependent I/I. 

 

Throughout our customer meetings in discussing potential simplification, the strength of flow is one area 

that Member Partner Communities universally had concern about because of the number of assumptions 

needed to arrive at a determination. 

 

No matter what is ultimately decided there will always need to be a consideration of pollutants in 

determining excess strength surcharges, but there is a desire among the Member Partner Communities to 

simplify this aspect of the charge methodology. Any adjustment must be considered carefully due to its 

impact on costs of different types of flow (i.e., sanitary volume, dry weather I/I, and wet weather volume). 

CSO FACILITIES 
Costs are allocated to CSO facilities and those facilities are allocated based on the 83/17 split between the 

City of Detroit and other customers.  The 83/17 split was negotiated about 20 years ago and has been in 

place since while the allocation of the 17% split among the suburban customers was based on an analysis 

performed around the same time. The share of the revenue requirement allocated to CSO facilities is 

approximately 13% under the current methodology. 

 

There are concerns about what costs are included in this pool, with some Member Partner Communities 

believing more should be included in the cost pool while the City of Detroit thinks some costs should be 

excluded. 

 

There are also concerns related to the 83/17 split and whether it is representative of the cost of service. 

 

Given the concern over this specific cost pool, both what is included and how it is allocated, it may be 

desirable to move to another cost allocation approach to accomplish the same pricing objectives in the 

charge structure.  One approach may to be use wet weather volume in place of the 83/17 split for some cost 

pools. 

OMID SPECIFIC 
Certain debt service and O&M costs as well as shares in GLWA’s other costs are allocated directly to OMID in 

addition to their share of other costs.  This allocation would most likely remain in place regardless of any 

proposed change in methodology for the remainder of the GLWA’s revenue requirement under the existing 

contractual agreements.  There was no mention of concerns about this cost allocation during our meetings 
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with the Member Partner Communities.  This represents approximately 2% of GLWA’s total revenue 

requirement. 

SUBURBAN ONLY 
There is an allocation of costs to suburban only customers, related primarily to the cost of measuring their 

volumes.  There was no mention of concerns about this cost allocation during our meetings with the Member 

Partner Communities.  This accounts for approximately 2% of the total GLWA revenue requirement. 

 

These costs are allocated proportionally based on average volume excluding the City of Detroit.  Given the 

minimal share of the total revenue requirement, any simplification may consider the elimination of this cost 

pool and allocation. 

SANITARY VOLUME 
A common methodology to allocating costs for sewer utilities is the use of sanitary volume.  Sanitary volumes 

are typically estimated based on metered water usage, especially in regions like Michigan where winter 

average water usage should provide a reasonable estimate of sanitary volumes for most retail customers. 

 

Some other large regional sewer utilities that serve both combined and separated areas use sanitary volume 

as a key component of their charge methodology.  In effect this results in customers throughout their service 

area paying for combined areas in proportion to their sanitary volume.  The rationale for this approach is 

often based on a historical perspective that the combined areas were the nucleus of the larger metropolitan 

area and they were built to accepted standards at the time, which allowed for combined sewers and the 

overflow of those sewers during rain events. 

 

It may be appropriate to consider allocation of some of GLWA’s revenue requirement on the basis of sanitary 

flow.  A potential approach would be to have to primary cost pools, conveyance and treatment, with the 

treatment cost pool being allocated based on sanitary flows.  However, there may still be challenges with 

such an approach in how some future CSO facilities are allocated between conveyance and treatment. 

PEAK VOLUME 
Many facilities and operations in the GLWA system are constructed to meet peak volume demands, yet it is 

not a component of the existing GLWA charge methodology.  One potential challenge is the difficulty of 

determining peak volume by Member Partner Communities.  An attempt has been made for some recent 

discussions, but that estimate is for peak month, while ideally such a determination would be for a shorter 

period of time, such as a peak day or possibly a longer period to encompass a peak event over more than a 

24-hour period. 

 

Peak volume may be a good approach for allocating some costs of the GLWA regional system, and in 

particular it may make the most sense to allocate the cost of conveyance facilities that need to be sized to 

meet potential peak volumes. 
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POPULATION 
There has been discussion that population may be a factor used to allocate some portion of GLWA’s revenue 

requirements.  In our discussions with Member Partner Communities there is some concern over how 

population is measured (e.g., permanent residents, daytime workforce, etc.).  There is also a concern that 

population and another proposed factor, sanitary volume, are closely correlated and may provide the 

appearance of a more precise approach than is really being delivered. 

 

It is not common to use population as a cost allocation methodology (though it is common for utilities to 

allocate some costs based on number of customers, which may also correlate with population). 

LAND AREA 
The use of land area has been proposed as an approach to be considered, with distinction between land area 

with different characteristics related to their sewer service (e.g., combined/separated collection system and 

presence of foundation drains).  While this would offer some advantages in terms of simplification and 

should be relatively easy to measure with current GIS technology, it would need to be determined at what 

level different land types would be classified, at the parcel level or some larger grouping (acre, block, square 

mile, entire Member Partner Community). 

 

The most significant challenge would be determining the difference between different types of 

characteristics, for example, if a service area with separated system and no foundation drains is considered 

to have a units of service factor of 1.0, what is the factor for a service area served by combined sewers with 

foundation drains?  

 

PATH FORWARD 
 

A potential option for a ‘Path Forward’ with regards to the sewer SHARES and charge simplification was 

presented on May 3, 2019 to the SHARES Work Group.  This approach would use sanitary volume, peak 

volume, and population to allocate a simplified cost pool that includes everything but industrial surcharge 

revenues and OMID specific costs. 

 

Each of the three factors was discussed in the previous section of this report. The largest concern from the 

Member Partner Communities related to population, how it would be measured and whether it was 

significantly different from sanitary volume. 

 

Combining all costs into a single cost pool may be a little too extreme for cost simplification, as mentioned in 

the previous section it may make sense for some cost pools to still be used such as conveyance and 

treatment, depending on the units of service ultimately decided upon to allocate costs. 

 

RECOMMENDED CHARGE METHODOLOGY 
Based on the discussion presented throughout this report, including feedback from Member Partner 

Communities, we are recommending a simplified charge methodology that we believe would provide equity 

among customers while simplifying the cost of service allocation process.  Minimizing impacts on each 
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Member Partner Community while simplifying the charge methodology was the most important 

consideration of any proposed change.  That was based on feedback we received from the Member Partner 

Communities throughout this engagement, as discussed in the Member Partner Key Concerns section of this 

report.  

 

We believe that a three-factor methodology based on sanitary volume, peak volume, and average volume will 

meet the objectives of Member Partner Communities that tie to charge methodology.  Each of these factors 

would have an associated cost pool, for sanitary volume we believe that cost pool may consist of secondary 

treatment and solids handling costs at the treatment plant. The cost pool allocated based on peak volume 

may consist of capital costs associated with the collection and conveyance system, including CSO facilities.  

Average volume would be used to allocate primary treatment costs at the treatment plant and operating 

costs of the collection and conveyance system, including CSO facilities.  In addition to these primary cost 

pools, pollutants would still be considered for determining high strength surcharges for industrial customers 

and OMID Specific costs would be considered under the existing methodology per existing contractual 

agreements. 

 

Summary of Recommended Charge Methodology 
 Sanitary Volume Peak Volume Average Volume Pollutants OMID Specific 

Cost 
Pool 

Secondary 
Treatment and 

Solids Handling at 
Treatment Plant 

Capital Cost of 
Collection/Conveyance 
System (including CSO 

Facilities) 

Primary Treatment at 
Treatment Plant and 
Operational Cost of 

Collection/Conveyance 
System (including CSO 

Facilities) 

Pollutant 
Costs 

(Surcharge 
Customers 

Only) 

Direct 
Allocation 
(Current 

Methodology) 

Units 
of 

Service 

Sanitary Volume 
as reported by 

Member Partner 
Communities 

Peak Volume as 
determined by GLWA 

Total Average Volume as 
determined by GLWA 

Surcharge 
Pollutant 

Loads 

Direct 
Allocation 
(Current 

Methodology) 

 

We believe this methodology addresses the key concerns which tie to charge methodology indicated by 

Member Partner Communities throughout this process, as summarized in the Member Partner Communities 

Key Concerns section of this report.  We believe this is a more simple and understandable approach in terms 

of the cost pools and units and service that recognizes peak flows of Member Partner Communities, while 

providing incentive through lower charges to reduce peak flows and tying to cost causation principles.  Other 

key concerns will need to be addressed through implementation, including how stability in charges and 

impacts on communities are addressed, including how changes may be phased in over a period of time. 

 

Our project team did not have the schedule or budget in this engagement to undertake a more thorough 

analysis of the impact of this change on all Member Partner Communities, and additional consideration 

needs to be given to the details of both the cost pools (i.e., what costs should be included in each cost pool) 

and the units of service (i.e., what period would peak volumes be considered over, would contract capacities 

be used as peak volumes, and how will sanitary volume be determined).  Undertaking this analysis will be 

important in determining an implementation approach that addresses the Member Partner Communities’ 

key concerns. 

 

We believe that this proposed approach addresses the objectives of the Member Partner Communities while 

providing an equitable approach to cost allocation that treats each Member Partner Community fairly. 
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SUBSEQUENT DISCUSSIONS 
Following our presentations and discussions with the SHARES Work Group in June and July 2019 a small 

SHARES ‘Think Tank’ was convened to work towards a methodology that could be agreed upon by the larger 

group.  The ‘Think Tank’ presented their preliminary findings to the SHARES Work Group on October 18, 

2019, their memorandum is included in Appendix A of this report. 

 

The conceptual proposal offered by the ‘Think Tank’ indicated that Cost Pools would be reduced to two or 

three and that units of service would focus on volume measures that could be agreed upon by members and 

not require lengthy and costly analysis that only provides an ‘illusion of accuracy’.  The proposal indicated 

peak flow will be a unit of service they will consider and that strength of flow is one they would eliminate. 

 

We agree with the concepts and perspectives  set forth in the memorandum that these principles are 

generally consistent with our recommendations in this report, though further development and refinement 

still needs to be made to more exactly define the cost pools and units of service for each before a more 

definitive endorsement of the proposal can be made. 
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Figure 1: Personnel Cost Allocation 

 
 

Figure 2: Allocation of O&M Functions to Cost Drivers 

 
 

 

 

 

WRRF Wastewater Collection Facilities

Revenue 

Requirement

Primary 

Pumping

Rack and 

Grit

Primary 

Treatment Aeration

Secondary 

Treatment Dewatering

Sludge 

Disposal

WRRF 

General

Lift 

Stations

CSO 

Facilities Interceptors

Industrial 

Waste 

Control

Master 

Meters General

Personnel Costs

Wastewater Operations 1,257,900      7.50% 4.00% 8.00% 16.00% 12.00% 10.00% 37.50% 5.00%

Wastewater Process Control 2,318,500      7.50% 4.00% 8.00% 16.00% 12.00% 25.00% 25.00% 2.50%

Wastewater Primary Processing 3,701,800      10.00% 15.00% 75.00%

Wastewater Secondary Processing 3,997,200      50.00% 50.00%

Wastewater Dewatering Process 3,723,300      100.00%

Wastewater Incinerations Process 3,953,700      100.00%

Biosolids Dryer Facility 806,100         100.00%- - - - - - - - - - - - - - -

Total: Personnel Costs 19,758,500$ 638,410$  698,326$  3,062,462$ 2,570,824$ 2,427,768$  4,428,715$ 5,811,138$  -$           -$             -$              -$                     120,858$ -$              -$             

Common to All

Function

Revenue 

Requirement Flow BOD TSS PHOS FOG Suburban OMID CSO IWC Detroit

Primary Pumping 6,369,710         100.00%

Rack and Grit 4,069,013         100.00%

Primary Chemical Additon 2,103,000         100.00%

Primary Sedimentation 10,615,000      70.00% 20.00% 10.00%

Aeration 17,140,010      100.00%

Secondary Clarification 11,000,100      25.00% 65.00% 10.00%

Chlorination 2,639,900         100.00%

Dewatering 18,098,439      15.00% 70.00% 15.00%

Sludge Treatment 56,791,383      100.00%

Process Water and Outfall -                          100.00%

Lift Stations 22,533,175      75.00% 25.00%

CSO Facilities 18,781,675      100.00%

Interceptors 11,814,478      96.50% 3.50%

Industrial Waste Control 7,239,484         100.00%

Master Meters 3,926,133         100.00%- - - - - - - - - - -

Total: O&M 193,121,500$  41,379,475$  79,396,184$ 27,249,472$ 8,040,776$    1,061,500$    3,926,133$    6,046,800$    18,781,675$ 7,239,484$    -$                     

21.43% 41.11% 14.11% 4.16% 0.55% 2.03% 3.13% 9.73% 3.75% 0.00%
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Figure 3: Total Revenue Requirement Allocation 

 
 

 
Figure 4: Current Strength of Flow 

 
 

 

 

 

 

 

 

Common to All

Flow BOD TSS PHOS FOG Suburban OMID CSO IWC Detroit

Allocation Proportion

O&M Total 1 21.43% 41.11% 14.11% 4.16% 0.55% 2.03% 3.13% 9.73% 3.75% 0.00%

O&M Non-Commodity 2 20.81% 38.86% 14.02% 3.08% 0.60% 2.47% 3.80% 11.80% 4.55% 0.00%

Capital 3 47.92% 10.73% 18.28% 3.71% 0.48% 2.05% 1.31% 15.37% 0.14% 0.00%

Indirect 4 34.99% 25.42% 16.24% 3.88% 0.52% 2.06% 2.23% 12.73% 1.94% 0.00%

Budget Elements

O&M 193,122,000    1 41,379,582    79,396,390    27,249,543    8,040,797      1,061,503      3,926,143      6,046,816      18,781,724    7,239,503      -                       

Operating Pension 10,824,000      2 2,252,796       4,206,322      1,517,956      333,383          65,240            267,054          411,301          1,277,521      492,427          -                       

Debt Service 214,991,000    3 103,033,504  23,075,582    39,296,791    7,981,223      1,025,543      4,407,728      2,817,116      33,042,669    310,845          -                       

Non Operating Pension 11,620,700      2 2,418,612       4,515,929      1,629,685      357,922          70,042            286,710          441,574          1,371,553      528,672          -                       

WRAP 2,261,000         4 791,052          574,657          367,269          87,663            11,646            46,663            50,445            287,726          43,879            -                       

R&R 627,000            3 300,487          67,298            114,605          23,276            2,991              12,855            8,216              96,366            907                  -                       

Detroit I&E 27,500,000      4 9,621,372       6,989,412      4,467,008      1,066,226      141,649          567,554          613,555          3,499,537      533,686          -                       

I&E 12,010,600      3 5,756,028       1,289,131      2,195,339      445,876          57,293            246,240          157,380          1,845,948      17,366            -                       

Operating Reserves 1,853,800         1 397,207          762,135          261,571          77,185            10,189            37,687            58,044            180,288          69,493            -                       

Non Operating Revenue (4,570,900)       4 (1,599,212)     (1,161,742)    (742,482)        (177,222)        (23,544)          (94,336)          (101,982)        (581,674)        (88,706)          -                       - - - - - - - - - - -

Total: Revenue Requirement 470,239,200$  164,351,428  119,715,114 76,357,286    18,236,328    2,422,552      9,704,300      10,502,466    59,801,657    9,148,068      -$                     

Strengths (mg/l)

Sanitary 274.45 100.00% 322.94 100.00% 7.62      100.00% 34.82   100.00%

DWII 6.59      2.40% 6.78      2.10% 0.30      4.00% -        0.00%

WWII 14.55   5.30% 125.95 39.00% 0.19      2.50% 13.96   40.10%

BOD TSS PHOS FOG
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Figure 5: Strength of Flow Calculation 
 

 

 
 

Item Item Description BOD TSS PHOS FOG

1 Total: WRRF Loadings (lbs) 4-year average 176,697,300 255,289,900 4,910,400    27,112,600 

2 DWII SoF - Sanitary % SoF Work Group 2.40% 2.10% 4.00% 0.00%

3 WWII SoF - Sanitary % SoF Work Group 5.30% 39.00% 2.50% 40.10%

Total Influent Volumes

4 Sanitary 4-year average 9,634,000      9,634,000      9,634,000    9,634,000    

5 DWII 4-year average 12,822,200    12,822,200    12,822,200 12,822,200 

6 WWII 4-year average 7,090,300      7,090,300      7,090,300    7,090,300    - - - -

7 Total: Flows 29,546,500    29,546,500    29,546,500 29,546,500 

Weighted Influent Split

8 Sanitary =(4) 9,634,000      9,634,000      9,634,000    9,634,000    

9 DWII =(2) * (5) 307,733          269,266          512,888       -                     

10 WWII =(3) * (6) 375,786          2,765,217      177,258       2,843,210    - - - -

11 Total: Weighted Influent 10,317,519    12,668,483    10,324,146 12,477,210 

Loading Allocation Factors

12 Sanitary =(8) / (11) 93.4% 76.0% 93.3% 77.2%

13 DWII =(9) / (11) 3.0% 2.1% 5.0% 0.0%

14 WWII =(10) / (11) 3.6% 21.8% 1.7% 22.8%

Allocated Loadings

15 Sanitary =(1) * (12) 164,991,394 194,140,282 4,582,151    20,934,390 

16 DWII =(1) * (13) 5,270,216      5,426,138      243,941       -                     

17 WWII =(1) * (14) 6,435,690      55,723,480    84,308          6,178,210    

Strengths (mg/l) BOD TSS PHOS FOG

18 Sanitary =(15) / (4), converted 274.45            322.94            7.62              34.82            

19 DWII =(16) / (5), converted 6.59                 6.78                 0.30              -                

20 WWII =(17) / (6), converted 14.55              125.95            0.19              13.96            
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Figure 6: Development of SHARES 

 
 

Sanitary DWII WWII Total BOD TSS PHOS FOG Volume BOD TSS PHOS FOG

Volume 

Share

Pollutant 

Share

CTA 

SHARE

Customer mcf mcf mcf mcf lbs lbs lbs lbs

1 OMID 2,181,200     524,900         244,900         2,951,000     37,793,156   46,101,443   1,050,327     4,953,078     12.46% 21.80% 19.34% 21.82% 19.48% 12.46% 20.42% 16.44%

2 Rouge Valley 1,449,200     751,500         506,200         2,706,900     25,587,274   33,499,970   709,589         3,590,151     11.43% 14.76% 14.05% 14.74% 14.12% 11.43% 14.36% 12.89%

3 Oakland GWK 1,011,100     645,800         820,900         2,477,800     18,326,596   27,100,097   502,950         2,912,390     10.46% 10.57% 11.37% 10.45% 11.46% 10.46% 11.01% 10.73%

4 Evergreen Farmington 997,400         472,500         222,100         1,692,000     17,477,225   22,044,645   486,016         2,360,849     7.14% 10.08% 9.25% 10.10% 9.29% 7.14% 9.61% 8.38%

5 NE Wayne Co 571,600         306,500         454,900         1,333,000     10,328,072   15,223,458   283,106         1,638,452     5.63% 5.96% 6.39% 5.88% 6.45% 5.63% 6.19% 5.91%

6 Allen Park 23,300           8,600              10,100           42,000           411,737         552,548         11,366           59,431           0.18% 0.24% 0.23% 0.24% 0.23% 0.18% 0.23% 0.21%

7 Center Line 28,700           7,800              12,400           48,900           505,976         679,104         13,946           73,169           0.21% 0.29% 0.28% 0.29% 0.29% 0.21% 0.29% 0.25%

8 Farmington 30,400           18,700           10,100           59,200           537,482         699,898         14,935           74,859           0.25% 0.31% 0.29% 0.31% 0.29% 0.25% 0.30% 0.28%

9 Grosse Pointe Park 41,700           25,200           32,300           99,200           753,828         1,104,834     20,697           118,758         0.42% 0.43% 0.46% 0.43% 0.47% 0.42% 0.45% 0.43%

10 Melvindale 41,800           18,600           15,200           75,600           737,306         969,666         20,416           104,075         0.32% 0.43% 0.41% 0.42% 0.41% 0.32% 0.41% 0.37%

11 Grosse Pointe Farms 53,100           43,100           46,800           143,000         969,582         1,456,094     26,632           156,164         0.60% 0.56% 0.61% 0.55% 0.61% 0.60% 0.59% 0.60%

12 Dearborn  420,200         286,700         346,200         1,053,100     7,628,401     11,309,844   209,428         1,214,747     4.45% 4.40% 4.74% 4.35% 4.78% 4.45% 4.59% 4.52%

13 Hamtramck 51,200           106,500         44,600           202,300         961,105         1,427,346     26,908           150,119         0.85% 0.55% 0.60% 0.56% 0.59% 0.85% 0.58% 0.72%

14 Grosse Pointe 12,800           26,700           11,200           50,700           240,352         357,261         6,729              37,573           0.21% 0.14% 0.15% 0.14% 0.15% 0.21% 0.15% 0.18%

15 Harper Woods 3,600              7,500              3,200              14,300           67,641           100,869         1,893              10,611           0.06% 0.04% 0.04% 0.04% 0.04% 0.06% 0.04% 0.05%

16 Highland Park 76,000           158,300         66,200           300,500         1,426,725     2,118,783     39,946           222,830         1.27% 0.82% 0.89% 0.83% 0.88% 1.27% 0.86% 1.06%

17 Redford Township 3,200              6,600              2,800              12,600           60,057           89,284           1,681              9,393              0.05% 0.03% 0.04% 0.03% 0.04% 0.05% 0.04% 0.04%

18 Wayne County #3 500                 1,000              400                 1,900              9,337              13,643           262                 1,435              0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01%- - - - - - - - - - - - - - - -

19 Total: Suburban Customers 6,997,000     3,416,500     2,850,500     13,264,000   123,821,854 164,848,787 3,426,826     17,688,083   55.99% 71.44% 69.15% 71.20% 69.58% 55.99% 70.13% 63.06%- - - - - - - - - - - - - - - -

20 Detroit 2,637,000     5,491,200     2,298,600     10,426,800   49,504,518   73,528,449   1,386,019     7,733,031     44.01% 28.56% 30.85% 28.80% 30.42% 44.01% 29.87% 36.94%- - - - - - - - - - - - - - - -

21 Total: Allocable Units 9,634,000     8,907,700     5,149,100     23,690,800   173,326,372 238,377,237 4,812,845     25,421,114   100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
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Figure 7: Customer Charge Development 

 
 

CTA Suburban OMID CSO IWC Total

Budget From Charges

Total Revenue Requirement 381,082,708  9,704,300      10,502,466    59,801,657    9,148,068      470,239,200 

Allocated to Industrial 5,115,100       9,148,068      14,263,168$ - - - - - -

Net Budget from Charges 375,967,608  9,704,300      10,502,466    59,801,657    -                       455,976,032 

Customer CTA Suburban OMID CSO IWC Total

Ownership 

Adj. Adj. Total

OMID 61,792,156    2,152,556      10,502,466    1,585,342      76,032,520    1,223,529      77,256,050    

Rouge Valley 48,475,384    1,974,558      -                       1,767,737      52,217,679    1,122,354      53,340,033    

Oakland GWK 40,360,123    1,807,449      -                       1,349,125      43,516,697    1,027,368      44,544,065    

Evergreen Farmington 31,496,686    1,234,229      -                       888,055          33,618,970    701,545          34,320,515    

SE Macomb San District 22,219,686    972,417          -                       702,071          23,894,174    552,730          24,446,904    

Dearborn 17,138,483    781,114          -                       975,365          18,894,962    443,991          19,338,953    

Grosse Pointe Farms 2,240,767       104,379          -                       301,400          2,646,546      59,330            2,705,876      

Grosse Pointe Park 1,635,459       72,409            -                       37,077            1,744,945      41,158            1,786,102      

Melvindale 1,379,801       55,127            -                       44,253            1,479,182      31,335            1,510,516      

Farmington 1,035,791       43,203            -                       31,097            1,110,091      24,557            1,134,648      

Center Line 928,640          35,599            -                       33,489            997,728          20,235            1,017,963      

Allen Park 772,613          30,588            -                       18,539            821,740          17,386            839,126          

Highland Park 3,908,183       209,967          -                       1,234,904      5,353,055      119,347          5,472,402      

Hamtramck 3,088,574       171,257          -                       953,836          4,213,668      97,344            4,311,012      

Grosse Pointe 751,935          40,438            -                       136,348          928,721          22,985            951,707          

Harper Woods 208,662          10,887            -                       7,774              227,323          6,188              233,512          

Redford Township 137,228          7,085              -                       79,536            223,850          4,027              227,877          

Wayne County #3 20,678             1,037              -                       20,931            42,646            589                  43,235            - - - - - - - -

Subtotal: Suburban Wholesale 237,590,850  9,704,300      10,502,466    10,166,880    -                       267,964,496 5,516,000      273,480,496 

City of Detroit 138,380,518  -                       -                       49,635,375    -                       188,015,893 (5,516,000)    182,499,893 - - - - - - - -

Total: 375,971,368  9,704,300      10,502,466    59,802,255    -                       455,980,389 -                       455,980,389 
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APPENDIX A:  ‘THINK TANK’ MEMORANDUM

Page 30



 

MEMORANDUM 
 
Wastewater Charges Methodology  October 16, 2019 
Status Report 
 
To: Sewer SHAREs Work Group 
 
From: SHAREs Think Tank Group  
 Suzanne Coffey Carrie Cox / Tim Minor 

Bart Foster  Vyto Kaunelis 
Tim Prince  Eric Rothstein 
Maria Sedki  Sam Smalley 

 
 
The small SHAREs “Think Tank” work group has devoted significant time and effort seeking 
to establish a recommended new wastewater charge methodology. Many alternative 
approaches have been considered, and an extraordinary amount of detailed data has been 
analyzed.  A robust discussion of potentially including or refining a number of different factors 
into the methodology has been undertaken. The group has achieved a general consensus on a 
recommended path forward for Sewer SHAREs that embraces the guiding principles of 
simplicity and stability in wastewater charges.  
 
The approach under consideration requires further vetting of technical data and development 
of a carefully prepared process to inform stakeholders as they consider the recommendation.  
In addition, an alternative approach remains on the table that will require further consideration 
of incorporating “peaking” into the methodology 
 
The group believes it is imprudent to attempt to complete transition to a new methodology for 
the FY 2021 wastewater charges. The group is structuring a work plan to complete the path 
forward by June 2020 in order to support full consideration for FY 2022 wastewater charge 
development. This work plan will seek to strategically use further information emerging from 
the Master Plan including proposed project concepts that may not directly align with traditional 
assignments to the 83/17 Combined Sewer Overflow (CSO) Cost Pool. 
 
The group also believes it would be imprudent to make an interim adjustment to SHAREs 
while final details of a new approach and further understanding of Master Plan projects are in 
progress.  We are concerned that two separate adjustments, which may be directionally 
inconsistent with respect to methodology and impact, could only serve to confuse stakeholders 
and frustrate our overarching objective of ultimate acceptance of a simpler, stable and equitable 
methodology.  As such the group recommends that the existing SHAREs remain in effect for 
determination of FY 2021 wastewater charges.  
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Path Forward Agreements in Principle 
 
The group has coalesced around these general preferences regarding a proposed new charge 
methodology: 
 

1. Establish two or three “Cost Pools” and related Units of Service measures and eliminate 
the rest 
• Consistent with general Raftelis study recommendations 
 

2. Focus on simplified, volume-based categories to establish Units of Service  
• No Strength of Flow / Pollutants 
 

3. Reduce reliance on expensive studies that provide an “illusion of accuracy” 
• Consistent with Raftelis study recommendations 
• Reduce costs, saving money for all customers 
 

4. Use discretely measurable volumes of both sanitary and total flow 
• Metered flows for the System in total and the Master Metered Customers 
• Use studies undertaken in the last 12 months along with historical D+ studies to 

split the remainder into D+ and “Common” based on simplified assumptions 
 

5. Use longer term averaging of historical annual flow balance data for Units of Service 
• 10-year average (start with 7 years to match current flow balance protocols)* 
• Recognize service area / operational / demographic adjustments where appropriate   
 

6. The recently completed FY 2019 Flow Balance should be the final year used in 
historical averages for the FY 2022 SHAREs 
• Imprudent to attempt to incorporate fully vetted FY 2020 data 
• The FY 2019 results include “outliers” that need to be fully vetted and settled prior 

to utilization 
 

7. Consider cost pool assignments for the proposed conceptual projects that have recently 
emerged from the wastewater Master Plan Project 
• Consider use of the 83/17 CSO Cost Pool 
• Consider cost pools needed for projects which benefit the region differently than a 

strict CSO or non-CSO benefit (wet and dry weather benefits) 
                                                
* An illustration of interpretation of recent flow balances is available in the appendix. 

Page 32



Wastewater Charges Methodology  October 16, 2019 
Status Report Page 3 

   

• Consider cost allocations of projects which make use of local systems for the 
regional benefit 

• Consider other Regional System operational complexities and the need to address 
them in a holistic manner 

 
8. Consider possibility of incorporating an additional peak flow component into 

recommended methodology 
• Aligns with Raftelis study recommendation 
• May result in modified Cost Pools with a peak flow Unit of Service measure rather 

than the 83/17 CSO Cost Pool 
 

9. Use the FY 2020 Cost of Service Study† to establish guidance for populating Cost 
Pools, then simplify the application with policy driven assignments of weightings to 
Units of Service measures 
• Results in simplified method to explain and understand 
• Promotes long-term stability 
• Embraces notion that future focus areas are designed to serve overall mission of 

Wastewater Master Plan 
 

10. Establish periodic review of policy weightings developed in (9) to ensure adherence to 
general “cost causative” factors 
 

                                                
† With updates as appropriate from the FY 2021 Cost of Service Study 
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Financial Services 

Audit Committee Communication 
 

 

  

Date: December 19, 2019 
 
To: Great Lakes Water Authority Audit Committee 
 
From:  Nicolette N. Bateson, CPA, Chief Financial Officer/Treasurer 
 
Re:  Overview – Proposed FY 2021 & FY 2022 Biennial Budget and Five-Year Plan 
 
Background:  In accordance with service agreements with Great Lakes Water Authority 
(GLWA) member partners, charges for the next fiscal year are annually presented at the end 
of January each year.  This year that date is January 23, 2020.  Key steps in that process are 
development of a proposed biennial budget and five-year plan as well as the capital 
improvement plan.  The first year of the biennial budget is the “revenue requirement” for the 
purposes of establishes costs for allocation among member partners. 
 
Analysis:  GLWA’s financial strategy which drives the proposed biennial budget and five-
year financial plan are a) optimizing operations and maintenance costs, b) lowering GLWA’s 
high debt burden through effective use of bond refunding opportunities combined with a 
programmatic use of revenue financed capital (i.e. pay as you go),  and c) limiting average 
annual charge increases to no more than 4%.   
 
Attached are the following related to discussion of the upcoming FY 2021 & FY 2022 Biennial 
Budget and Five-Year Financial Plan. 

1. Proposed FY 2021 & FY 2022 Biennial Budget and Five-Year Plan Executive 
Summary  

2. Memo from The Foster Group (TFG) (links the GLWA internally prepared proposed 
budget with the overall potential charges impact) 

3. Budget One-Pager which provides highlights of the FY 2021 budget year 
4. Schedule of upcoming activities and due dates related to the budget cycle 
5. Staffing Plan and Full Time Equivalent (FTE) tables for FY 2018 through FY 2025 
6. Operations & Maintenance Expense by Cost Category - trend with three years of 

history 
7. Operations & Maintenance Expense by Cost Center - with highest & lowest difference 

 
Proposed Action: Receive and file this report for further review and discussion at the next 
Audit Committee meeting on January 17, 2020 at 8:00 am. 
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Great Lakes Water Authority 
Proposed FY 2021 & FY 2022 Proposed Biennial Budget & Five-Year Plan through FY 2025 

Executive Summary Schedules 
As of December 19, 2019 

 
 
 

 

 

 

(Note:  shortfall loan is not applicable for the water system.) 
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T F G 
THE FOSTER GROUP 

P.O. BOX 26282 The Foster Group, LLC 
Leawood, KS  66225  Bart Foster, President 
Tel:  (913) 345-1410  Cell: (913) 530-6240 
Fax:  (913) 345-1640  bfoster@fostergroupllc.com 

 
 
MEMORANDUM 
 
FY 2021 Budget/Charge Planning December 17, 2019 
Executive Summary 
 
To: Nicolette Bateson 
 
From: Bart Foster 
 
 
This memorandum has been prepared to summarize observations based on our review of the 
preliminary GLWA budget plan for FY 2021. Via our review we have updated our 
comprehensive five-year financial forecasts, and those updated forecasts have been used to 
prepare the budget summary exhibits presented nearby. This commentary focusses on the 
budget plan for FY 2021, in support of the proposed Water and Sewer charges that will be 
presented next month. 
 
Executive Summary of Preliminary FY 2021 Budget / Charge Adjustments 
 
• The average FY 2021 “System” Charge Adjustment for each System is below 4% 

o Water = 3.8%, Sewer = 3.7% 
o Impacts on the on the overall Suburban Wholesale and Detroit Customer Classes, 

and on individual Member Partners, will be determined via the Cost of Service 
Study and presented next month.  
 

• The FY 2021 financial plan embraces GLWA’s commitment to stable and increasing 
“bottom line” contributions to the Improvement and Extension (“I&E”) Fund(s) and the 
accompanying debt service coverage ratios. 
 

• The “drivers” for the charge increases are somewhat different between Water and Sewer, 
as illustrated below 

 

Water Sewer Combined

Charge Increase Drivers - %
Revenue Requirement Increase 1.1% 3.0% 2.2%
Negative Sales Revenue Variance 1.4% 0.0% 0.6%
Negative Investment Income Variance 1.3% 0.7% 0.9%
     Total 3.8% 3.7% 3.7%
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o The Water charge adjustment is designed to support a moderate increase in overall 

revenue requirements, and to address negative baseline revenue budgets associated 
with both sales and investment income. 

o The Sewer revenue requirement increase is a bit larger, but the baseline Sewer 
revenues do not have to overcome negative sales revenue budget to the entirely 
fixed nature of the Sewer charges. Sewer charges must also accommodate lower 
forecasted investment income. 
 

• The Operation and Maintenance Expense (“O&M”) Budget reflects detailed review and 
recognition of 3 full years of GLWA experience. 
 

  
 

o Overall increase from FY 2020 budget is 1.1% 
o Water / Sewer impacts reflect actual experience and specific budget programs. 

 
• The debt service amounts in the total Revenue Requirement BUDGETs reflect natural 

changes in the existing principal and interest schedules, but do not reflect any issuance of 
new revenue bonds during FY 2021. 
 

• The debt service amounts in the total Revenue Requirement BUDGETs also reflect 
anticipated savings with the planned refunding transactions in late FY 2020. * See I&E 
Deposit commentary below. 

o Projected Water savings = $4.8 million 
o Projected Sewer savings = $7.0 million 

 
• The FY 2021 budget amounts associated with Master Bond Ordinance (“MBO”) 

requirements are largely fixed and the same as the FY 2020 amounts. 
o Legacy Pension Reimbursement, Lease Payment, WRAP Fund contribution 

 
• Amounts not required to fund O&M, debt service, and MBO requirements represent to 

“bottom line” contributions to the I&E Fund (and operating reserves). These amounts 
support the measure of debt service coverage.  

o The Water “bottom line” amounts are stable compared to FY 2020  

FY 2020 FY 2021 Variance % Variance
O&M Expense - $ millions
Water 131.5 137.1 5.6 4.3%
Sewer 187.1 184.9 (2.1) -1.1%
Combined 318.5 322.1 3.5 1.1%
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o The Sewer “bottom line” amounts reflect significant improvement compared to 
FY 2020, and are now more closely aligned with the Water figures 

o * To the extent that actual refinancing results vary from those assumed above, 
it is our understanding that GLWA intends to adjust the I&E deposits 
accordingly, without impacting the overall BUDGET or Charge Adjustments 

 
• The following schedule provides additional perspective on key indices for GLWA budget 

plans since FY 2017 
 

 

 
 
Additional commentary on these executive summary observations follows. 
 
 
  

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021
Water
Annual Change in Budgeted Revenue Req't (a) 4.0% -0.9% 1.0% 2.5% 1.1%

Annual Average Charge Increase
Total Regional System, Including Detroit Customer Class 4.5% 1.9% 1.6% 0.6% 3.8%

(a) Revenue Requirement Budget Indices (b)
O&M Budget Adjustment (b) 4.0% 8.7% 0.0% 8.2% 4.3%
Budgeted Deposit to I&E Fund - $ millions 23.8 32.8 39.1 30.1 30.1
Budgeted Deposit to All Reserve Funds - $ millions 23.8 34.6 39.1 34.1 31.0
Regional System Debt Service Coverage 1.34 1.48 1.52 1.47 1.44

Sewer
Annual Change in Budgeted Revenue Req't (a) 4.0% 0.3% 1.0% 2.2% 3.0%

Annual Average Charge Increase
Total Regional System, Including Detroit Customer Class 8.3% -0.7% 0.1% 0.8% 3.7%

(a) Revenue Requirement Budget Indices (b)
O&M Budget Adjustment (b) 4.0% 8.7% 0.0% -2.1% -1.1%
Budgeted Deposit to I&E Fund - $ millions 14.1 11.9 12.2 25.5 55.0
Budgeted Deposit to All Reserve Funds - $ millions 14.1 14.5 12.2 25.5 55.0
Regional System Debt Service Coverage 1.25 1.27 1.25 1.31 1.48

Combined Water and Sewer
Annual Change in Budgeted Revenue Req't (a) 4.0% -0.2% 1.0% 2.3% 2.2%

Annual Average Charge Increase
Total Regional System, Including Detroit Customer Class 6.7% 0.3% 0.7% 0.7% 3.8%

(a) Revenue Requirement Budget Indices (b)
O&M Budget Adjustment (b) 4.0% 8.7% 0.0% 1.9% 1.1%
Budgeted Deposit to I&E Fund - $ millions 37.9 44.7 51.3 55.6 85.1
Budgeted Deposit to All Reserve Funds - $ millions 37.9 49.1 51.3 59.6 85.9
Regional System Debt Service Coverage 1.29 1.35 1.35 1.37 1.46

(b) FY 2018 Budget reflects reassignment of $10 million per system from minor capital expense to O&M expense.
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Operation and Maintenance Expense Budget 
 
The chart below summarizes overall budgeted O&M expense (in $ millions) for FYs 2017 
through FY 2021 (preliminary) and compares actual reported figures for FYs 2017 through 
2019. The FY 2021 O&M budget reflects detailed review and recognition of 3 full years of 
GLWA experience. 
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Water Budget Sewer Budget Water Actual Sewer Actual

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021
Water Budget 111.9 121.6 121.6 131.5 137.1
Sewer Budget 175.9 191.1 191.1 187.1 184.9
Total Budget 287.7 312.6 312.6 318.5 322.1

Water Actual 101.7 108.5 117.7
Sewer Actual 151.3 176.4 174.0
Total Actual 253.0 284.9 291.7

Water Variance (10.1) (13.0) (3.8)
Sewer Variance (24.5) (14.7) (17.1)
Total Variance (34.7) (27.7) (20.9)

Water % Variance -9.1% -10.7% -3.2%
Sewer % Variance -14.0% -7.7% -8.9%
Total % Variance -12.1% -8.9% -6.7%
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Additional perspective on the O&M Budget is provided by examining the major cost types 
included in the budget. (Figures in $ millions) 
 

 

 
 
Personnel Costs reflect the largest area of budget increase, reflective of the continual ramp up 
towards fulfilling the staffing plan and of the underlying prices of salaries and fringe benefits. 
Contractual services reflect a budget reduction for FY 2020. Commodity costs associated with 
chemicals and utilities are remarkably stable.  The unallocated reserve reflects a fairly 
conservative allowance for unanticipated expenditures.  We note that the total “gross” FY 2021 
O&M budget is actually the same as the FY 2020 budget.  Lower offsets related to the capital 
program allocation and shared services result in the overall 1.1% increase on a net basis.  
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Personnel Contractual Services Utilities Chemicals Supplies & Other Unallocated Reserve

Actual Budget FY 2021 Budg vs FY 2021 Budg vs
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2019 FY 2020 B FY 2019 FY 2020 B

Personnel 86.2 95.5 98.6 105.1 110.3 11.7 5.2 11.9% 5.0%
Contractual Services 84.7 105.0 101.9 115.3 106.2 4.3 (9.2) 4.2% -7.9%
Utilities 55.7 53.7 51.4 51.3 51.9 0.5 0.6 1.1% 1.2%
Chemicals 14.8 12.9 13.3 13.9 13.4 0.1 (0.5) 1.1% -3.4%
Supplies & Other 25.4 29.8 37.1 36.4 38.6 1.5 2.2 4.1% 6.1%

 -------  -------  -------  -------  -------  -------  ------- 
Subtotal 266.7 296.9 302.3 322.0 320.5 18.2 (1.6) 6.0% -0.5%
Unallocated Reserve 0.0 0.0 0.0 7.0 8.5 8.5 1.5 NA 22.2%

 -------  -------  -------  -------  -------  -------  ------- 
Gross Total 266.7 296.9 302.3 329.0 329.0 26.7 (0.0) 8.8% 0.0%
Capital Program Allocation (2.1) (1.7) (3.4) (5.4) (3.5) (0.1) 1.9 3.4% -35.4%
Shared Services (11.7) (9.9) (7.1) (5.0) (3.4) 3.7 1.6 -52.2% -32.1%

 -------  -------  -------  -------  -------  -------  ------- 
Operation and  Maintenance Expense 252.9 285.3 291.7 318.5 322.1 30.3 3.5 10.4% 1.1%
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Water Revenue Requirement BUDGET 
 
The table below compares the preliminary FY 2021 budgeted Water revenue requirements with 
the original (used for charge development) FY 2020 budget. (Figures in $ millions)  
 

 
 
This provides more detailed comparisons of the observations expressed in the Executive 
Summary.  Note the debt service specifics in footnote (c). The FY 2021 principal and interest 
requirements on existing revenue bonds reflects a natural increase compared to FY 2020. In 
addition, the amounts required for existing and forecasted SRF loans is naturally increasing as 
GLWA’s participation in DWRF funding of water projects increases. As a result, the overall 
budgeted debt service for FY 2021 is an increase over FY 2020 despite the recognition of 
forecasted refinancing savings. This has negative implications on the budgeted FY 2021 
“bottom line” contribution for the Water Fund. 
 

(1) (2) (3) (4)

Baseline Preliminary
FY 2020 FY 2021
BUDGET BUDGET Variance % Variance

Baseline Establishment
1 Baseline FY 2020 Revenue Requirement Budget 339.7 339.7
2 Revenue Requirement Index 1.1%
3 Budgeted FY 2021 Revenue Requirement  [1]*(1+[2]) 339.7 343.4 3.7 1.1%
4 less: Forecasted Investment Income (9.1) (4.9) 4.2 -46.6%
5 Revenues Required from Charges  [3] + [4] 330.6 338.5 8.0 2.4%
6 Revenues Under Existing Charges 330.6 326.1 (4.5) -1.4%
7 Revenues Required from Charge Increases  [5] - [6] 12.5
8 Projected Average Charge Increase  [7] / [6] 3.8%

Revenue Requirement Specifics
9 Operation and Maintenance Budget 131.5 137.1 5.6 4.3%

10 Legacy Pension Reimbursement - Operating 6.0 6.0 0.0 0.0%
11 Debt Service  (a) 137.6 138.8 1.2 0.9%
12 Transfer to Pension Obligation Payment Fund 6.3 6.3 0.0 0.0%
13 Transfer to WRAP Fund 1.7 1.7 (0.0) -0.8%
14 Lease Payment - Transfer to Detroit Local I&E 22.5 22.5 0.0 0.0%
15 Operating Reserve Requirement 4.0 0.9 (3.1) -78.0%
16           Subtotal Rev Req'ts  [9] thru [15] 309.5 313.3 3.8 1.2%
17 Balance = Transfer to GLWA Regional I&E  [3] - [16] 30.1 30.1 (0.0) -0.1%

18 Regional Debt Service Coverage Ratio 1.47 1.44

(a) Debt Service Specifics
19 Existing Revenue Bonds 135.8 139.9 4.1 3.0%
20 Forecasted Revenue Bonds 0.0 0.0 0.0 0.0%
21 Existing SRF Loans 1.8 2.6 0.9 48.5%
22 Forecasted SRF Loans 0.0 1.0 1.0 0.0%
23 Subtotal 137.6 143.6 6.0 4.4%
24 less: Forecasted Refinancing Savings 0.0 (4.8) (4.8) 0.0%
25 Budgeted Debt Service 137.6 138.8 1.2 0.9%
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Sewer Revenue Requirement BUDGET 
 
Here’s the same comparison for the preliminary FY 2021 Sewer revenue requirement budget 
with the original (used for charge development) FY 2020 budget. (Figures in $ millions)  
 

 
 
Again, note the debt service specifics in footnote (c). Contrary to Water, the FY 2021 principal 
and interest requirements on existing revenue bonds reflects a natural decrease compared to 
FY 2020. In addition, the projected revenue bond issue included in the FY 2020 budget has 
been delayed to FY 2022 in the updated forecast, in part due to enhanced utilization of the SRF 
loan process and in part due to natural delays in the CIP. As a result, the overall budgeted debt 
service for FY 2021 reflected a decrease even before the recognition of forecasted refinancing 
savings. The resulting budgeted debt service savings has positive implications on the budgeted 
FY 2021 “bottom line” contribution for the Sewer Fund, and produces a more consistent 
budgeted contribution – and resulting debt service coverage ratio - from both Funds. 

(1) (2) (3) (4)

Baseline Preliminary
FY 2020 FY 2021
BUDGET BUDGET Variance % Variance

Baseline Establishment
1 Baseline FY 2020 Revenue Requirement Budget 480.6 480.6
2 Revenue Requirement Index 3.0%
3 Budgeted FY 2021 Revenue Requirement  [1]*(1+[2]) 480.6 495.0 14.4 3.0%
4 less: Forecasted Investment Income (8.7) (5.6) 3.1 -35.7%
5 Revenues Required from Charges  [3] + [4] 471.9 489.4 17.5 3.7%
6 Revenues Under Existing Charges 471.9 471.9 0.0 0.0%
7 Revenues Required from Charge Increases  [5] - [6] 17.5
8 Projected Average Charge Increase  [7] / [6] 3.7%

Revenue Requirement Specifics
9 Operation and Maintenance Budget 187.1 184.9 (2.1) -1.1%

10 Legacy Pension Reimbursement - Operating 10.8 10.8 0.0 0.0%
11 Debt Service  (a) 215.7 202.7 (13.0) -6.0%
12 Transfer to Pension Obligation Payment Fund 11.6 11.6 0.0 0.0%
13 Transfer to WRAP Fund 2.4 2.5 0.1 2.5%
14 Lease Payment - Transfer to Detroit Local I&E 27.5 27.5 0.0 0.0%
15 Operating Reserve Requirement 0.0 0.0 0.0 0.0%
16           Subtotal Rev Req'ts  [9] thru [15] 455.1 440.1 (15.1) -3.3%
17 Balance = Transfer to GLWA Regional I&E  [3] - [16] 25.5 55.0 29.5 115.8%

18 Regional Debt Service Coverage Ratio 1.31 1.48

(a) Debt Service Specifics
19 Existing Revenue Bonds 161.0 155.7 (5.3) -3.3%
20 Forecasted Revenue Bonds 1.8 0.0 (1.8) -100.0%
21 Existing SRF Loans 52.9 53.6 0.7 1.3%
22 Forecasted SRF Loans 0.0 0.4 0.4 0.0%
23 Subtotal 215.7 209.7 (6.0) -2.8%
24 less: Forecasted Refinancing Savings 0.0 (7.0) (7.0) 0.0%
25 Budgeted Debt Service 215.7 202.7 (13.0) -6.0%
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We continue diligent review on all of the budget parameters included in the preliminary 
submittal. We are preparing additional analysis and commentary to provide to the GLWA 
management team, the Board of Directors, and ultimately to Member Partners as part of the 
FY 2021 Charge Rollout process in early January. 
 
In addition, we are utilizing this information n our preparation of the FY 2021 Cost of Service 
Study and the accompanying proposed wholesale service charges for FY 2021. Those proposed 
charges are scheduled to be delivered to the Board of Directors on January 22, 2020 and 
formally presented to Member Partners at the final FY 2021 Charge Rollout meeting on 
January 23, 2020. 
 
We are prepared to discuss this matter at your convenience. 
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 One Pager Series  
Biennial Budget & Five-Year Financial Plan  

Operations & Maintenance Budget 
FY 2021 through FY 2025 

Proposed as of December 19, 2019 
 

   
 

The combined GLWA revenue requirement budget 
is the basis for establishing the annual charges for 
services.  Much of the FY 2021 budget of $838 
million is fixed commitments such as debt service 
(41%), lease payment (6%), legacy liabilities (4%) 
as well as capital funding (10%), and other (1%).  
Operations & Maintenance (O&M) expense 
represents $322 million, or 38%, of the total 
requirement for FY 2021 and is the focus of this 
One Pager.  FY 2021 presents an increase of $3.5 
million, or 1.1%, over FY 2020. The second year of 
the biennial budget, FY 2022, increases 2%.  
Highlights for the upcoming year include: 

Water Operations – increase of $5.9 million 
The majority of this net increase ($5.2 million) is 
to the removal, hauling, and disposal of alum 
sludge at the water treatment plants. This mobile 
dredging & video piping program is a long-term 
maintenance effort that aligns with regulatory 
requirements. 

Wastewater Operations – decrease $309 
thousand  Ongoing efforts to achieve operational 
efficiencies have resulted in budgeted reductions 
of $548,000 in utilities and $758,000 in chemicals.  
Additionally, increased production through the 
environmentally stable Bio-dryer Facility, which 
significantly reduces the high cost of material sent 
to landfills, contributed an additional $1,469,000 
in projected savings.  These savings are being 
reinvested into a multi-year instrumentation and 
control systems upgrade program budgeted at 
$742,000 for FY 2021. 

Centralized Services1 – decrease $4.2 million 
Factors that decreased the budget include a 
reduction of contractual services in the planning 
area ($2.2 million) due to material completion of 
large consulting projects for asset management 
and the wastewater master plan in FY 2020.  In 

 
1 Includes the Planning Services, Systems Operations Control; 
Facility and Fleet Operations; Field Service Operations; 
Energy, Research & Innovation; Information Technology; and 
Security & Integrity/HazMat. 

addition, the pace of spending for the new, annual 
Water Transmission System Pipe Integrity 
Program has been slowed to align with other 
operational demands and projects. 

Also, the field services team expects a reduction of 
$2.5 million of contracted sewer cleaning and 
investigation services.  The facilities team expects 
a decrease of $2 million dollars from improved 
pricing on snow removal ($400,000), in-sourcing 
trade services ($500,000), and fleet maintenance 
($1.1 million). 

Factors increasing the budget are related to 
information technology ($2.7 million).  This 
includes a loss of $1.2 million in information 
shared service reimbursements as well as 
implementation expenses for a new enterprise 
asset management system ($1.6 million). 

Administrative Services2 – increase $2.1 million 
The administrative services budget is largely 
driven by personnel costs and contractual services 
for eight areas.  Programs that are supported by 
these increases include One Water Institute, 
procurement strategic initiatives, internal audit, 
and government relations service.  

Staffing - If all positions were filled for the entire 
year, the full-time-equivalent (FTE) count would 
be 1,219, up by 12 positions from the prior year 
plan.  Based on assumptions related to 
recruitment and turnover, the budget provides 
funding for 1,200 positions.  Two positions are in 
water operations, four in wastewater operations, 
one in safety, two in organizational development, 
two in financial services and a partial allocation 
among other areas. 

Questions?  Contact the Office of the Chief 
Financial Officer at cfo@glwater.org  

2 Includes the Board of Directors, Chief Executive Officer, 
Chief Administrative & Compliance Officer, Risk Management 
& Safety, General Counsel, Public Affairs, Organizational 
Development, and Financial Services  
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Financial Plan Calendar 
FY 2021 and 2022 Biennial Budget & Five-Year Financial Planning Cycle 

The Great Lakes Water Authority (GLWA) Financial Planning Cycle includes: 

1. FY 2021 and 2022 Biennial Budget 
2. FY 2021 through FY 2025 Five-Year Financial Plan 
3. FY 2021 through FY 2025 Five-Year Capital Improvement Plan 
4. FY 2021 Schedule of Revenues and Charges   

 

The schedule below reflects planning for the comprehensive GLWA Financial Plan. 

Date Activity  

Friday, August 30, 2019 Internal – Deadline for Cost Center Budget Request 

Thursday, October 17, 2019 Charges Rollout Meeting #1 – Water & Sewer Capital Improvement 
Plan Update 

Thursday, November 21, 
2019 

Charges Rollout Meeting #2 – Units of Service Update   

Sunday, December 1, 2019 GLWA and DWSD (City) - Exchange shared services to be provided and 
related costs (Shared Services Agreement 5.4) 

Thursday, December 19, 2019 GLWA Audit Committee Meeting – Revenue Requirement Status Report 

Wednesday, January 1, 2020 DWSD – Preliminary two-year budget forecast Including key assumptions 
and impact statement due to GLWA (Water and Sewer Services 
Agreement 5.3a) 

Wednesday, January 8, 2020 GLWA Board Workshop – Review of Proposed FY 2021 and 2022 Biennial 
Budget (Revenue Requirement) and Five-Year Financial Plan 

Thursday, January 9, 2020 Charges Rollout Meeting #3 – Proposed FY 2021 Revenue Requirement 

Friday, January 17, 2020 GLWA Audit Committee Meeting – Regular Meeting  

Wednesday, January 22, 2020 
 
 

GLWA Board Meeting – Status Report FY 2021 Service Charges, FY 2021 
and 2022 Biennial Budget (Revenue Requirement) and Five-Year 
Financial Plan 

Thursday, January 23, 2020 Charges Rollout Meeting #4 – Proposed FY 2021 Service Charges 
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Friday, January 24, 2020 

 

Publish notice of the hearing by publication in a newspaper of general 
circulation (B) 

Friday, January 24, 2020 Mail Notice to Member Partners of Public Hearing to be held on 
February 26, 2020 (minimum 30 days prior to Act 279 Public Hearing) (D) 

Saturday, February 1, 2020 DWSD – Current capital improvement plan due to GLWA (Water and 
Sewer Services Agreement 5.3d(i)) 

Wednesday, February 26, 
2020 

GLWA Board Meeting – Public Hearing FY 2021 & FY 2022 Biennial 
Budget (A) 

Wednesday, February 26, 
2020 

GLWA Board Meeting – Public Hearing FY 2021 Schedule of Revenues 
and Charges (Act 279, minimum 120 days before effective date) (C) 

Wednesday, February 26, 
2020 

GLWA Board Meeting – Proposed Approval of the FY 2021 & FY 2022 
Biennial Budget (A) 

Wednesday, February 26, 
2019 

GLWA Board Meeting – Proposed Approval of FY 2021–2025 Capital 
Improvement Plan  

Wednesday, February 26, 
2020 

GLWA Board Meeting – Public Hearing & Proposed Approval of FY 2021 
Schedule of Revenues and Charges (Act 279, minimum 120 days before 
effective date) (C) 

Monday, March 2, 2020 Mail Notice to Member Partners of Approved Charges 

Monday, March 23, 2020 DWSD – Local system adopted biennial budget due to GLWA (Water and 
Sewer Services Agreement 5.3b) 

Friday, May 1, 2020 DWSD – Local system provides direction to GLWA on how to apply lease 
payment (Water and Sewer Services Agreement 4.3) 

Wednesday, July 1, 2020 GLWA – Effective date of FY 2020 and 2021 Biennial Budget, FY 2020 
Schedule of Charges, and FY 2020-2024 Capital Improvement Plan 

 
(A) thru (D) - The above schedule is designed to meet applicable statutory and contractual 
requirements with excerpts shown below. 

A. Uniform Budgeting and Accounting Act, Act 2 of 1968, Section 141.434, “Before final 
passage of a general appropriations act by the legislative body, a public hearing shall be 
held as required by 1963 (2nd Ex Sess) PA 43, MCL 141.411 to 141.415, and the open 
meetings act, 1976 PA 267, MCL 15.261 to 15.275.”  (For purposes of Public Act 2, the 
GLWA Board is the legislative body.) 
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B. Budget Hearings of Local Governments, Act 43 of 1963 (2nd Ex. Sess.), Section
141.412, “The local unit shall give notice of the hearing by publication in a newspaper of
general circulation within the local unit at least 6 days before the hearing.”  (For
purposes of Public Act 2, the GLWA Board is a local unit.)

C. Home Rule City Act, Act 279 of 1909, Section 117.5e, “Municipal water or sewage
system; annual audit; public hearing before proposed rate increase.  A municipal water
or sewage system established by a city incorporated under this act which serves more
than 40% of the population of the state shall: ….(b) Hold at least 1 public hearing at least 
120 days before a proposed rate increase is scheduled to take effect. Each hearing shall 
be conducted in compliance with Act No. 267 of the Public Acts of 1976, being sections 
15.261 to 15.275 of the Michigan Compiled Laws. Notice of the time, date, and place of 
each hearing shall be given in the manner required by Act No. 267 of the Public Acts of 
1976, shall be prominently printed in a daily newspaper of general circulation within the 
area, and shall be mailed to each city, village, or township served by the system not less 
than 30 days before each hearing. A final vote by the governing body of the city to 
implement a proposed rate increase shall not be taken until the hearings provided for in 
this subdivision are concluded and the results of those hearings are considered by the 
city's governing body.”  (Emphasis added) 

It should be noted that the Home Rule City Act does not apply to GLWA.  It is relevant to 
GLWA’s planning cycle, however, as it is referenced in the Wholesale Customer Model 
Water Contract as noted below. 

D. GLWA Wholesale Customer Model Water Contract Section 7.02 provides:  “Notification
of Rates.  As soon as possible in the ratemaking process, the Board shall provide
information on proposed rates and the draft data and information used in the
calculation of proposed rates in a format that will enable Customer to assist in the
ratemaking process.   Not less than thirty calendar days prior to the hearing required by
Act 279, the Board shall provide Customer with written notice of a proposed rate and
the underlying data used to calculate the rate.   The Board shall meet with Customer to
review the rate and the data.”  (Emphasis added; Act 279 is the Home Rule City Act
noted above.)
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Financial Report 
Executive Summary Dashboard 

for the Month Ended September 30, 2019 

Revenue and Expense Budget to Actual1 – Pro-rata Benchmark of 25% 

Current period 
financial 
results indicate 
most revenue 
and expense 
reporting 
categories fall 
within the 
7.5% of the 
pro-rata 
budget to 
actual 
benchmark. 

The Capital 
Program 
Allocation 
expense variation is currently under review by the Budget team. 

Master Bond Ordinance (MBO) Trust Net Receipts 

Net cash flow (receipts) is positive for GLWA Water and Sewer.  This means that all legal 
commitments of the 
MBO Trust and the 
lease payment are fully 
funded to date – and 
that positive cash flow 
is available for 
additional capital 
program funding in 
subsequent year(s).  
DWSD Water net 
receipts have 
rebounded after in the 
first month of the fiscal 
year.  DWSD Sewer net 
receipts result in a 
September shortfall of 

$2.1 million and a cumulative FY 2020 DWSD Sewer shortfall of $6.3 million.  Looking 
ahead, DWSD proactively resolved the FY 2020 Sewer shortfall in December 2019 with an 
Operations & Maintenance transfer back to the Sewer Receiving Fund of $2.6 million and 
budgeted, monthly Operations & Maintenance transfer reductions of $1 million. 

Questions?  Contact the Office of the Chief Financial Officer at CFO@glwater.org 

1 All amounts are GLWA entity-wide unless noted as water, sewer, and/or retail. 

1
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Financial Report 
Budget to Actual Analysis 

for the Month Ended September 30, 2019 

All amounts are unaudited unless otherwise noted.       GLWA Audit Committee December 19, 2019 

The Monthly Budget to Actual Analysis report includes the following three sections. 

1. Revenue Requirement Budget Basis Analysis
2. Operations & Maintenance Budget – Major Budget Categories
3. Alignment of Operations & Maintenance Budget Priorities – Expense Variance

Analysis

Revenue Requirement Budget Basis Analysis 
GLWA’s annual revenue requirement represents the basis for calculating Member Partner 
charges and aligns with the Master Bond Ordinance flow of funds categories.  The budget 
basis is not the same as the full accrual basis used for financial reporting although the 
revenues and operations and maintenance expense are largely reported on an accrual basis. 
The primary difference between the revenue requirement budget basis to the financial 
reporting basis is the treatment of debt service, legacy pension obligations, and lease related 
activities.  The Revenue Requirement Basis is foundational to GLWA’s daily operations, 
financial plan, and of most interest to key stakeholders. 

Table 1A – Water Revenue Requirement Budget and Table 1B – Sewer Revenue 
Requirement Budget presents a year-over-year budget to actual performance report.  The 
revenue requirement budget is accounted for in the operations and maintenance fund for 
each system.  Since this report is for September 2019, the pro-rata benchmark is 25.0% (3 of 
12 months of the fiscal year). 

Items noted below are highlighted in gold on Tables 1A (Water) and 1B (Sewer). 

1. Revenues: For both systems, FY 2020 revenues are either at or above target and are
consistent with the prior year (FY 2019) at the same time.  Detailed schedules related
to revenues are provided in the Wholesale Billings, Collections, and Receivables section
of this financial report binder.

2. Investment Earnings:  For both systems, investment earnings are below target for
FY  2020.  July 2019 includes the reversal of the market adjustment from FY 2019 of
$1.6 million for the water system and $0.6 million for the sewer system.  Without these
adjustments both systems would be above target for FY 2020.  Detailed analysis of
investment earnings activity to date can be found in the Cash & Investment Income
section of this financial report binder.

3. Other Revenues: These are one-time and unusual items that do not fit an established
revenue category.  Both the water and sewer systems actual amount will vary from
budget due to the nature of the items recorded in this category.

2



 Budget to Actual Analysis 
for the Month Ended September 30, 2019

All amounts are unaudited unless otherwise noted.       GLWA Audit Committee December 19, 2019 

4. Operations & Maintenance Expense:  Actual expenses1 for both systems have
variances from the pro-rata benchmark.  The water system is slightly under the pro-
rata benchmark for FY 2020 at 24.5%.  The sewer system O&M expenses, at 22.0%, is
less than the pro-rata benchmark.

5. Debt Service:  Both systems are less than the pro-rata benchmark for FY 2020; the
water system is at 22.3%; while the sewer system is at 23.5%.  The activity is based
on the payment schedules adjusted for the State Revolving Fund loans that are still
being drawn down. In addition, the monies invested in FY 2019 realized a higher
return than projected.  This gain was applied to the debt requirements which reduced
the payments for July and August.

6. DWSD Budget Shortfall Pending:  To the extent that the local (DWSD) system
experiences budgetary shortfalls as defined by the Water & Sewer Services
Agreement, the GLWA budget is impacted.2  Steps to proactively detect, and ideally
prevent, this shortfall scenario were put into place with the 2018 Memorandum of
Understanding (dated June 27, 2018).  For FY 2018, the DWSD sewer shortfall
through June 30, 2018, was $24.1 million.  A plan for payment of this shortfall is in
place with the outer boundary of payment terms being paid over three years plus
interest at the three-year treasury rate plus 1.5% with payments beginning in July
2019.  For FY 2019, DWSD sewer had a surplus through September 30, 2018, of $2.2
million (FY 2019 ended with a zero surplus/shortfall).  In order to achieve the goal of
positive, net cash flows for FY 2019, DWSD reduced its sewer system O&M transfers
in May and June.  The transfers reduced were $5,676,792 each for a total of
$11,353,584.  For FY 2020, the DWSD water system has budgetary surplus of $758
thousand and the DWSD sewer system budgetary shortfall is approximately $6.3
million through September 30, 2019.

7. Improvement & Extension (I&E) Fund Transfer Pending: The contribution to the
I&E Fund is for improvements, enlargements, extensions or betterment of the Water
System.  Transfers to the I&E Fund from net revenues typically occur later in the year
or after year end close when final net revenue is validated.

8. Other Revenue Requirements: The remaining revenue requirements for both
systems are funded on a 1/12th basis each month in accordance with the Master Bond
Ordinance.

9. Overall: Total revenue requirements for both systems are in line with the benchmark.

1The tables in this analysis reflect actual amounts spent.  If this analysis was on a master bond ordinance 
(MBO) basis, like that used for calculating debt service coverage, O&M “expense” would equal the pro-rata 
budget because 1/12 of the O&M budget is transferred monthly outside the MBO trust to an O&M bank 
account. 
2 As a reminder, the monthly O&M transfer for MBO purposes are at 1/12 of the budget to a DWSD O&M bank 
account outside the trust.  Actual budget may be less than that amount providing an actual positive variance 
for DWSD.   
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 Budget to Actual Analysis 
for the Month Ended September 30, 2019 

All amounts are unaudited unless otherwise noted.                                                       GLWA Audit Committee December 19, 2019   

Table 1A – Water Revenue Requirement Budget (year-over-year) – ($000) 

 

 
Table 1B – Sewer Revenue Requirement Budget (year-over-year) – ($000) 
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Operations & Maintenance Budget – Major Budget Categories 
The year-over-year benchmark ratio as of September 30, 2019, is 25.0% (three months).  
When comparing FY 2020 to FY 2019 in Table 2 – Operations & Maintenance Budget – 
Major Budget Categories, it appears that overall spending is consistent.   

In addition to the four major budget categories, an internal charge cost center for employee 
benefits is shown in the table below.  If the number is positive, it indicates that the internal 
cost allocation rate charges to other cost centers is not sufficient.  A negative number 
indicates a surplus in the internal cost center.  A moderate surplus is preferred as it provides 
a hedge for mid-year benefit program cost adjustments (premiums adjust on January 1 each 
year) as well as managing risk as the program is partially self-insured.  An analysis of the 
benefits is currently being conducted using updated benefit information.  A budget 
amendment may be needed to increase the budget for the FY 2020 employee benefits.   

Table 2 – Operations & Maintenance Budget – Major Budget Categories – ($000) 

Alignment of Operations & Maintenance Budget Priorities – 
Expense Variance Analysis 

The purpose of Table 3 – Operations & Maintenance Expense Variance Analysis is to 
evaluate whether the actual spend rate within a natural cost category is in alignment with 
the budget.  Given the effort to develop an accurate budget, a variance is a red flag of a 
potential budget amendment or misalignment of priorities.   

Total:  In total, the O&M expenses are at 23.0% which is reasonably within the pro-rata 
benchmark of 25.0%.  This positive variance equates to a dollar amount of $6.3 million.  The 
expense category commentary is provided below for items highlighted on Table 3. 

Personnel Costs:  The overall category is on target with the pro-rata benchmark; coming in 
at 24.4% through September 2019. 
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Utilities:  The overall category is higher than the benchmark; coming in at 27.1% through 
September 2019.  This variance is not unexpected as usage varies throughout the year.  
Electric is higher than the benchmark; coming in at 30.3%.  This increase is primarily due to 
the pumps being required to run longer than normal as a result of the wet weather that 
Michigan has been experiencing.  Gas is lower than the benchmark; coming in at 15.0%.  The 
related bills are currently being reviewed to identify the cause for the lower readings.  

Chemicals:  This category is higher than the benchmark; coming in at 31.8% through 
September 2019.  While variances in this category are not unexpected as usage varies 
throughout the year, the variance for September 2019 continues to be primarily related to 
the high lake levels which caused the CSO basins to process more flow than is typical. This 
resulted in higher use of Sodium Hypochlorite. 

Supplies & Other:  This category is lower than the benchmark; coming in at 22.8% through 
September 2019.  Given that the nature of the items in this category are subject to one-time 
expenses that do not occur evenly throughout the year, this variance is not a concern at this 
time. 

Contractual Services:  The overall category is lower than the benchmark; coming in at 
20.0% through September 2019.  Variances in this category are not unexpected as the usage 
of contracts varies throughout the year.  While this category is being reviewed, this variance 
is not a concern at this time. 

Capital Program Allocation:  This category is lower than the benchmark; coming in at 
12.6% through September 2019.  A review of this category is being conducted. 

Shared Services:  This category is slightly higher than the benchmark; coming in at 26.8% 
through September 2019.  The shared services reimbursement is comprised of both labor 
(tracked via BigTime) and expenses, such as annual fees for software licensing.  Staff from 
both GLWA and DWSD have been working together to evaluate and refine the budget for the 
shared services agreements.  Based on these evaluations, adjustments have been made to 
both the billings and accounting accruals to more accurately reflect the forecasted activity 
for FY 2020.  A budget amendment will be entered to adjust the shared services budget to 
this revised FY 2020 forecast.  
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Table 3 –Operations & Maintenance Expense Variance Analysis – ($000) 
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Financial Report 
Basic Financial Statements 

for the Month Ended September 30, 2019 

All amounts are unaudited unless otherwise noted.  GLWA Audit Committee December 19, 2019

The Basic Financial Statements report includes the following four tables. 
1. Statement of Net Position - All Funds Combined
2. Statement of Revenues, Expenses and Changes in Net Position – All Funds Combined
3. Supplemental Schedule of Operations & Maintenance Expenses -All Funds Combined
4. Supplemental Schedule of Nonoperating Expenses – All Funds Combined

At a macro level GLWA has two primary funds for financial reporting purposes:  Water Fund 
and Sewage Disposal Fund.  These funds represent the combined total of four sub-funds for 
each system that are used internally to properly account for sources and uses of funds.  Those 
sub-funds for each system are:  Operations & Maintenance Fund, Improvement & Extension 
Fund, Construction Fund, and Capital Asset Fund. 

The Comparative June 2019 basic financial statements are presented in a draft format.  
Adjustments related to fiscal year end 2019 audit affect the basic financial statements.  The 
results of these adjustments will be presented in the audited CAFR.

Statement of Net Position – All Funds Combined 
Explanatory notes follow the Statement of Net Position shown in Table 1 below. 

Table 1 – Statement of Net Position - All Funds Combined 
As of September 30, 2019 

($000) 

Water Sewage Disposal
Total Business-
type Activities

Comparative    
June 30, 2019

Assets
Cash (a) 131,118$           184,633$           315,751$           571,015$           

Investments (a) 399,655             282,580             682,235             460,078             

Accounts Receivable 94,548 87,196 181,744             208,914             

Due from (to) Other Funds (b) 3,256 (3,256) - 2,890 

Other Assets (c) 594,786             450,923             1,045,709          1,046,518 

Cash Held FBO DWSD Advance (d) - 5,669 5,669 

Capital Assets, net of Depreciation 1,356,887          2,317,327 3,674,214          3,747,784          

Construction Work in Process (e) 478,732             332,999             811,731             786,405             

Total assets 3,058,982          3,658,072          6,717,054          6,823,603          

Deferred Outflows (f) 92,839 177,210             270,050             273,596             

Liabilities
Liabilities - Short-Term (g) 126,519             164,237             290,756             321,270             

Due to (from) Other Funds (b) - - - 2,890 

Other Liabilities (h) 2,775 6,306 9,081 9,097 

Cash Held FBO DWSD (d) 3,001 - 3,001 2,807 

Liabilities - Long-Term (i) 3,033,736          3,737,865          6,771,601 6,853,419          

Total liabilities 3,166,031          3,908,408          7,074,439          7,189,483          

Deferred Inflows (f) 59,384 47,372 106,756             108,541             

Total net position (j) (73,594)$            (120,498)$         (194,091)$         (200,825)$         
Totals may be off due to rounding
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  for the Month Ended September 30, 2019 

 

All amounts are unaudited unless otherwise noted.  GLWA Audit Committee December 19, 2019 

In general, the Statement of Net Position - Draft reflects a mature organization with no 
unexpected trends.  Cash balances as of September 30, 2019 are lower when compared to 
June 30, 2019 (highlighted in gold on Table 1).  This is because of the high liquidity needs at 
June 30, 2019 to meet annual debt and interest payments, legacy pension obligation 
payments, and annual operational requirements whereas more funds are being invested as 
of September 30, 2019. 
 
An ongoing challenge is the Net Position Deficit.  The underlying causes took years to build 
(largely heavy use of debt to finance capital asset investment versus a strategic blend of debt, 
state revolving funds, and cash).  The effect is reflected in GLWA’s high debt interest expense.  
The GLWA is regularly updating the FY 2030 forecast which helps to provide a pathway to a 
positive Net Position in the future. 
 
Footnotes to Statement of Net Position 
a. Cash and Investments include restricted amounts and are reported at book value.  

Investments at June 30, 2019 are reported at market value.  The August 31, 2019 values 
differ from the Cash and Investment section of this Financial Report Binder due to timing 
of certain items recognized on a cash versus accrual basis. 

b. Due from (to) Other Funds and Due to (from) Other Funds is shown at the gross level for 
sub-fund activity. 

c. Other Assets primarily consists of the contractual obligation receivable from DWSD 
related to reimbursement of bonded indebtedness for local system improvements.  

d. Cash Held FBO Advance (for benefit of) DWSD and Cash Held FBO DWSD represents the net 
difference between DWSD retail cash received from customers and net financial 
commitments as outlined in the Master Bond Ordinance. 

e. Construction Work in Process represents the beginning balance of CWIP plus any 
construction spending during the fiscal year.  The balance will fluctuate based on the level 
of spend less any capitalizations or write-offs. 

f. Deferred Inflow and Deferred Outflow relate to financing activity and GLWA’s share of the 
legacy General Retirement System (GRS) pension obligation. 

g. Liabilities - Short-term include accounts payable, retainage payable, and certain accrued 
liabilities.  Some items, such as compensated absences and worker’s compensation, are 
reviewed periodically but are only adjusted on an interim basis if there is a material 
change. 

h. Other Liabilities account for the cash receipts set aside for the Budget Stabilization Fund 
and the Water Residential Assistance Program. 

i. Liabilities – Long-term include bonds payable, lease payable, and legacy General 
Retirement System pension liabilities. 

j. Net Position Deficit is defined by accounting standards as the residual of all other 
elements presented in a statement of financial position. It is the difference between (a) 
assets and deferred outflows of resources and (b) liabilities and deferred inflows of 
resources. A net deficit occurs when the liabilities and deferred inflows exceed assets and 
deferred outflows.  GLWA’s net deficit is largely driven by an increase in depreciation 
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expense as a result of the increase in the acquisition valuation approach for recording 
capital asset values in the opening Statement of Net Position on January 2016.    Efforts 
are underway to evaluate the net operating effect of this matter over the long term. 
Statement of Revenues, Expenses and Changes in Net Position  

– All Funds Combined 

This statement, shown in Table 2, is presented in summary format.  The accrual basis of 
revenues and operations and maintenance expense vary from the revenue requirement basis 
presented in the Budget to Actual Analysis and the Wholesale Billings, Receivables & Collections 
sections of the September 2019 Financial Report Binder.  Prior year ending balances are 
provided in the June 30, 2019 column as a reference for comparative purposes.  Explanatory 
notes follow this statement.   
 

Table 2 – Statement of Revenues, Expenses and Changes in Net Position  
– All Funds Combined 

For the Three Months ended September 30, 2019 
($000) 

 
 

  

Water

Percent 
of 

Revenue
Sewage 

Disposal

Percent 
of 

Revenue

Total 
Business-

type 
Activities

Comparative    
June 30, 

2019
Revenue

Wholesale customer charges 88,146$      94.3% 68,648$      57.8% 156,793$    584,172$    
Local system charges 5,324           5.7% 46,452        39.1% 51,776        201,341      
Industrial waste charges -                   0.0% 2,091           1.8% 2,091           9,106           
Pollutant surcharges -                   0.0% 1,481           1.2% 1,481           5,933           
Other revenues -                   0.0% 126              0.1% 126              528              

Total Revenues 93,470$      100% 118,797$   100% 212,267$   801,079$   

Operating expenses
Operations and Maintenance 32,172        34.4% 41,306        34.8% 73,478        293,863      
Depreciation 33,995        36.4% 40,267        33.9% 74,261        309,115      

Total operating expenses 66,167        70.8% 81,572        68.7% 147,739      602,978      
Operating income 27,303        29.2% 37,225        31.3% 64,528        198,101      

Total Nonoperating (revenue) expense 24,015        25.7% 33,780        28.4% 57,794        220,170      

Increase/(Decrease) in Net Position 3,288          3.5% 3,445          2.9% 6,733          (22,070)      
Net position (deficit), beginning of year (76,882)       (123,943)    (200,825)    (178,755)    
Net position (deficit), end of year (73,594)$     (120,498)$  (194,091)$  (200,825)$  
Totals may be off due to rounding
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Water Fund 

 The increase in Water Fund Net Position is $3.3 million. 
  Wholesale water customer charges of $88.1 million account for 94.3% of Water 

System revenues.  
 Operating expenses of $66.1 million represent 70.8% of total operating revenue.  

Depreciation is the largest operating expense at $34.0 million or 51.4% of operating 
expense.   

 Operating income after operating expenses (including depreciation) equals $27.3 
million or 29.2% of operating revenue.   

 The largest category within nonoperating activities is bonded debt  interest 
expense of $22.2 million (this equates to the bonded debt interest expense less the 
offset from DWSD contractual obligation income). 

 
Sewage Disposal Fund 

 The increase in the Sewage Disposal Fund Net Position is $3.4 million. 
 Wholesale customer charges of $68.6 million account for 57.8% of Sewer System 

revenues. Wholesale customer charges are billed one-twelfth each month based on 
an agreed-upon historical average “share” of each customer’s historical flows which 
are formally revisited on a periodic basis.  The result is no revenue shortfall or 
overestimation. 

 Local system (DWSD) charges of $46.4 million account for 39.1% of total operating 
revenues.  These are also billed at one-twelfth of the annual revenue requirement. 

 Operating expenses of $81.5 million represent 68.7% of total operating revenue.  
Depreciation is the largest operating expense at $40.2 million or 49.4% of total 
operating expense.   

 Operating income after operating expenses (including depreciation) equals $37.2 
million or 31.3% of operating revenue.    

 The largest category within nonoperating activities is bonded debt interest expense 
of $29.2 million (this equates to the bonded debt interest expense less the offset from 
DWSD contractual obligation income). 
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Supplemental Schedule of Operations & Maintenance Expenses   
– All Funds Combined 

This Supplemental Schedule of Operations & Maintenance Expenses (O&M) schedule is 
shown below in Table 3.  This accrual basis of operations and maintenance expense may vary 
from the revenue requirement basis presented in the Budget to Actual Analysis section of the 
September 2019 Financial Report Binder.  Explanatory notes follow this schedule.  
 

Table 3 – Supplemental Schedule of Operations & Maintenance Expenses  
– All Funds Combined 

For the Three Months ended September 30, 2019 
 ($000) 

 
 
 
 
 
 

Water
Percent 
of Total

Sewage 
Disposal

Percent 
of Total

Total 
Business-

type 
Activities

Percent 
of Total

Operating expenses
Personnel

Salaries & Wages 6,573           20.4% 10,934        26.5% 17,507        23.8%
Overtime 1,128           3.5% 725              1.8% 1,853           2.5%
Benefits 3,949           12.3% 2,335           5.7% 6,283           8.6%
Total Personnel 11,650$      36.2% 13,994$      33.9% 25,644$      34.9%

Utilities

Electric 7,978           24.8% 3,650           8.8% 11,628        15.8%
Gas 45                0.1% 918              2.2% 964              1.3%
Sewage 73                0.2% 415              1.0% 487              0.7%
Water                      0.0% 834              2.0% 834              1.1%
Total Utilities 8,096$         25.2% 5,817$         14.1% 13,912$      18.9%

Chemicals 1,574           4.9% 2,846           6.9% 4,420           6.0%
Supplies and other 2,904           9.0% 5,402           13.1% 8,306           11.3%
Contractual services 9,637           30.0% 13,584        32.9% 23,221        31.6%

Capital Adjustment -                   0.0% -                   0.0% -                   0.0%
Capital program allocation (428)            -1.3% (254)            -0.6% (682)            -0.9%
Shared services allocation (1,262)         -3.9% (83)              -0.2% (1,344)         -1.8%

32,172$      100.0% 41,306$      100.0% 73,478$      100.0%

Totals may be off due to rounding.

Operations and Maintenance 
Expenses
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 Core expenses for water and sewage disposal systems are utilities (18.9% of total O&M 
expenses) and chemicals (6.0%). 

 Personnel costs (34.9% of total O&M expenses) include all salaries, wages, and 
benefits for employees as well as staff augmentation contracts that fill a vacant 
position (contractual transition services). 

 Contractual services (31.6%) includes: 
o Sewage Disposal System costs for the operation and maintenace of the biosolids 

dryer facility (approximately $3.8 million); and  
o Centralized and adminisitrative contractual costs allocated to both systems for 

information technology, building maintenace, field, planning and other 
services.  

 Capital Adjustment represents expenses for a CIP project that was canceled. 
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Supplemental Schedule of Nonoperating Expenses – All Funds 
Combined 

The Supplemental Schedule of Nonoperating Expenses – All Funds Combined is shown in 
Table 4.  Explanatory notes follow this schedule.   

Table 4 – Supplemental Schedule of Nonoperating Expenses – All Funds Combined 
For the Three Months ended September 30, 2019 

 ($000) 

 
 
 
 
 
 
 Interest income on contractual obligation relates to the portion of the total GLWA debt 

obligation attributable to DWSD.  This interest income offsets the total debt interest 
expense paid by GLWA on behalf of both entities monthly. 

 Interest income DWSD shortfall represents interest from a budgetary shortfall loan 
from fiscal years 2016, 2017 and 2018 and is paid in accordance with the 2018 
Memorandum of Understanding (MOU).  The repayment of the shortfall will last for 
three years (two years remain on the 2016 & 2017 shortfall balance and three years 
remain on the 2018 shortfall balance). 

Water
Sewage 

Disposal
Total Business-
type Activities

Comparative    
June 30, 2019

Nonoperating (Revenue)/Expense
Interest income contractual obligation (5,586)$            (4,548)$            (10,134)$          (40,673)$          
Interest income DWSD Shortfall -                         (386)                 (386)                 (1,104)              

Investment earnings (1,176)              (1,851)              (3,027)              (26,518)            

Other nonoperating revenue (6)                      (4)                      (11)                    (420)                 

Interest expense -                         

Bonded debt 27,876              33,780              61,656              250,966           

Lease obligation 4,385                5,360                9,745                39,264              

Other obligations 1,217                393                   1,610                6,368                

Total interest expense 33,478              39,533              73,011              296,597           

Other non-capital expense -                         -                         -                         -                         
Memorandum of Understanding -                         -                         -                         6,527                

Capital Contribution -                         -                         -                         -                         

Amortization, issuance costs, debt (4,004)              463                   (3,541)              (3,995)              

Amortization, raw water rights 892                   -                         892                   3,567                

(Gain) loss on disposal of capital assets (1)                      (3)                      (4)                      (81)                    

Loss on impairment of capital assets -                         -                         -                         1,025                

Water Residential Assistance Program 418                   575                   993                   2,024                

Legacy pension expense -                         -                         -                         (16,778)            

Total Nonoperating (Revenue)/Expense 24,015$           33,780$           57,794$           220,170$         

Totals may be off due to rounding.
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 Investment earnings in this report are reflected at book value.  Any differences 
between the Basic Financial report and Cash and Investment section of this Financial 
Report binder are due to accrued interest and reversal of the market adjustment from 
FY 2019.  FY 2019 market value adjustments for Water and Sewer totaled of $1.6 
million and $600 thousand, respectively. 

 Interest expense, the largest category of nonoperating expenses, is made up of three 
components: 

o Bonded debt; 
o Lease obligation for the regional assets from the City of Detroit; and 
o Other obligations such as an obligation payable to the City of Detroit for an 

allocation BC Notes related to assumed DWSD liabilities; acquisition of raw 
water rights related to the KWA Pipeline. 

FY 2019 Items of note: 
 Legacy Pension expense is reflected as income due to changes in actuarial assumptions 

and rates from the June 30, 2018 City of Detroit General Retirement System 
Component II audited financial statement. 

 Sewer Other Non-operating expense includes the 2018 MOU Item 8a from June 27, 
2018 for a final sewer lookback adjustment for DWSD of $6.5 million. 
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Financial Activity Charts 

Chart 1 – Capital Outlay – Water and Sewer System Combined 

Capital Outlay represents purchases of equipment, software, and small facility 
improvement projects.  It excludes any capital investment which is included in the monthly 
construction work-in-progress report related to the Capital Improvement Program.  Some 
items span several months so the entire cost may not have been incurred yet.  In addition, 
items are capitalized only if they meet GLWA’s capitalization policy.   

Through September 30, 2019, total capital outlay spend is $3.4 million.  Following this chart 
is a sample list of projects and purchases from the total spend of $3.4 million: 

Note:  Due to rounding totals may not equal 100%.

Water Operations: 14 Mile Water Main assessment ($138k); skid steer loader ($44k) 
under ‘other’ for the Southwest Water Plant and Seepex Cavity Pump ($36k) at Lake 
Huron Water Plant. 
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Wastewater Operations: Accusonic flow meters ($168k); Transformer C structure at 
Water Resource Recovery Facility ($99k); chemical feed pump ($96k); water heater for 
Scum building ($76k); HVAC controls upgrade ($52k); Rotork Actuators ($49k) 
Centralized & Administrative Facilities: Low voltage wiring services ($1.3m); security 
infrastructure improvements ($303k); IT software ($210k); Transmitters ($53k); 2nd 
Floor furniture at CSF ($49k); IT computers ($40k); IT Premium hardware support 
($37k); Furniture for Water Quality team ($36k) under the category of ‘other’; IT 
monitors ($34k) and bathroom renovation ($51k) under the category of ‘other’ for the 
Logistics and Materials team 
 

Chart 2 – Chemical Spend – Water and Sewer System Combined 

Chemical spend is $4.4 million through September 30, 2019.  The allocation is shown in the 
chart below and remains consistent with prior periods.  

 

Note: “Other” includes Combined Sewer Overflow (CSO), portions of the Wastewater 
process and two departments from Water.  Due to rounding totals may not equal 100%. 
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Chart 3 – Utility Spend – Water and Sewer System Combined 

Utility spend is $13.9 million through September 30, 2019.  The allocation is shown in the 
chart below and consistent with prior periods. 

Note:  Due to rounding totals may not equal 100%. 
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Financial Operations KPI 

This key performance indicator shown in Chart 1 – Bank Reconciliation Completion 
Status below provides a measure of the progress made in the month-end close process 
which includes bank reconciliations with a completed status at month end.   

There were no changes in accounts from August 2019. 

Chart 1 – Bank Reconciliation Completion Status 

Table 1 – Fiscal Year 2020 GL Cash Account Rollforward 

Total GL Cash accounts as of July 1, 2019 71
New GL Cash accounts 2
Inactivated GL Cash accounts 0
Total GL Cash accounts as of September 30, 2019 73
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The monthly Budget to Financial Statements Crosswalk includes the following.  

1. Crosswalk Budget Basis to Financial Reporting Basis
2. Explanatory Notes for Crosswalk

Purpose for Crosswalk:  The Great Lakes Water Authority establishes a “Revenue 
Requirements” budget for the purposes of establishing charges for services.  The financial 
report is prepared in accordance with Generally Accepted Accounting Policies for enterprise 
funds of a local government.  Because the budget and the financial statements are prepared 
using different basis of accounting, the crosswalk reconciles the “Net Revenue Requirement 
Basis” from the Budget to Actual Analysis (Table 1A and Table 1B) to the 
“Increase/(Decrease) in Net Position” in Table 2 of the Basic Financial Statements in the 
monthly Financial Report.   

The Authority has a Water Master Bond Ordinance and a Sewer Master Bond Ordinance 
(MBO).  The Ordinances provide additional security for payment of the bonds.  All revenues 
of the system are deposited into Revenue Receipts Funds which are held in trust by a trustee. 
The cash is moved to multiple bank accounts monthly based on 1/12th of the budget as 
defined in the MBO (“the flow of funds”) for all revenue requirements except for the Debt 
Service monthly transfer.  The Debt Service monthly requirement is computed by the trustee, 
U.S. Bank.  The cash transfer for debt is net of investment earnings that remain in the debt 
service accounts to be used for debt service.    

The budget is prepared on a modified cash basis.  The revenue requirements are determined 
based upon the cash needed to meet the financial commitments as required by the Master 
Bond Ordinance. 

• Operation & Maintenance (O&M) expenses based on an accrual basis
• O&M Legacy Pension Allocation (includes administrative fee) and Accelerated Legacy

Pension Allocation (includes B&C notes obligation) based on a cash basis
• Debt Service Allocation based on a cash set aside basis to provide the cash for the debt

payments on the due dates
• Lease payments based on a cash basis
• Water Residential Assistance Program based on a percentage of budgeted revenue
• Regional System Improvement & Extension Fund Allocation on a cash basis

Budget:  In Table 1A and Table 1B of the Budget to Actual Analysis the ‘Revenues’ section is 
the accrual basis revenues that are available to meet the ‘Revenue Requirements’.  The 
“Revenue Requirements’ section budget column indicates the annual cash transfers to be 
made.   
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Financial Reporting:  The Authority’s financial statements are prepared in conformity with 
generally accepted accounting principles (GAAP) as applied to government units.  The 
Authority maintains its records on the accrual basis of accounting to conform to GAAP. 
Revenues from operations, investments and other sources are recorded when earned.  
Expenses (including depreciation) are recorded when incurred. 

Table 1 – Crosswalk Budget Basis to Financial Reporting Basis provides a 
reconciliation of the “Net Difference” in Table 1A and Table 1B in the Budget to Actual 
Analysis report to the “Increase/(Decrease) in Net Position” in Table 2 of the Basic 
Financial Statements in this monthly Financial Report.  Explanatory notes follow the 
Crosswalk shown in Table 1 below. 

Table 1 – Crosswalk Budget Basis to Financial Reporting Basis ($000) 
For the Three Months Ended September 30, 2019 

Table 2- Explanatory Notes for Crosswalk 

(a) Source:  Budget to Actual Table 1A and Table 1B in Monthly Financial Binder

(b) Source:  Basic Financial Statements Table 2 in Monthly Financial Binder

(c) Current year pension payments are an expense for budget purposes but not for
financial reporting purposes.

Water Sewer Total
Net Revenue Requirement Budget Variance (a) 12,066$             3,076$                  15,142$               

Budgetary categories adjustments to financial reporting basis
Pension delayed accounting election adjustments

Current year pension transfers/payments recorded as deferral (c) 2,860 5,119 7,979 
Prior year pension contribution accounted for in current year (d)  -  -  - 
Administrative prepaid adjustment (e)  -  -  - 

Debt service (f) 8,399 21,413 29,812 
Accelerated pension B&C notes obligation portion (g) 44 99 143 
Lease payment (h) 1,240 1,515 2,755 
WRAP (i) 7 26 33 
DWSD short term allocation (j)  - 6,292 6,292 
Improvement & Extension Fund (j) 8,525 6,206 14,731 

Nonbudgeted financial reporting categories adjustments
Depreciation (k) (33,995)             (40,267)                (74,262)                
Amortization (k) 3,112 (463) 2,649 
Other nonoperating income (k) 7 4 11 
Other nonoperating expense (k)  -  -  - 
Gain(loss) on disposal of capital assets (k) 1 3 4 
Raw water rights (l) 621  - 621 
Investment earnings construction fund (m) 401 422 823 

Net Position Increase/(Decrease) per Financial Statements (b) 3,288$               3,445$                  6,733$                  
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(d) Prior year pension payments are accounted for in the current year financial
statements.

(e) The administrative fee is part of the O&M Legacy Pension shown as an expense
for budget purposes.  For financial reporting purposes part of the administrative
fee is considered prepaid based on the prior year General Retirement System
audit information and therefore not an expense for the current year financial
reporting.  The prepaid portion is adjusted in June each year.

(f) Debt service (principal and interest payments) are shown as an expense for
budget purposes.  Most of the adjustment relates to principal payments which
are not an expense for financial reporting purposes.  A portion of the adjustment
relates to interest expense variances on state revolving fund debt due to the
timing of payment draws.  The cash set aside basis for interest expense generally
is the same as the accrual basis for financial reporting.

(g) The accelerated pension payment includes the obligation payable for the B&C
notes.  The pension portion is included in item (c) above. This adjustment relates
to the B&C note obligation payments.  The principal and interest cash basis
payments are treated as an expense for budget purposes.  The principal portion
is not an expense for financial reporting purposes.  For financial reporting
purposes interest is expensed on an accrual basis which is different from the
cash basis.

(h) The lease payment is included as an expense for budget and includes both
principal and interest payments.  Most of the adjustment relates to the principal
payments which are not an expense for financial reporting purposes.  A portion
of the adjustment relates to interest expense which is recorded on an accrual
basis for financial reporting which is different from the cash basis.

(i) WRAP is shown as an expense for budget purposes.  For financial reporting
purposes the expense is not recognized until the funds have been transferred to
the WRAP administrator.  The adjustment shown is the amount of current year
transfers that have not been transferred to the WRAP administrator.  Note that
there are funds from the prior year that have not been transferred to the WRAP
administrator.

(j) The DWSD short term allocation and Improvement & Extension Fund transfers
are shown as an expense for budget purposes but not for financial reporting
purposes.  For FY 2020, the Sewer Improvement and Extension Fund
adjustments also reflect a $159 thousand Sewer Improvement and Extension
Fund expense relating to a repair paid for through the Sewer Improvement and
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Extension Fund.  This is a consolidated expense for financial reporting purposes 
but is not reflected in the current Operations and Maintenance budget expenses. 

(k) Certain nonoperating income and expenses are reported in financial statements
only.

(l) The water service contract with Flint includes a license for raw water rights
which has been recorded as an asset and liability by the Authority.  The contract
provides a credit to Flint as Flint satisfies its monthly bond payment obligation
to KWA.  This KWA credit is treated as a noncash payment of principal and
interest on the liability recorded for the raw water rights.  For budget, wholesale
customer charges are net of the anticipated KWA credits to Flint as that is the
cash that will be received and available to meet the budgeted revenue
requirements. For financial reporting basis the Flint wholesale charges are
recorded at the total amount billed.  When the KWA credit is issued, the
receivable from Flint is reduced and the principal and interest payments on the
liability for the raw water rights are recorded as a noncash transaction.  Most of
the adjustment shown relates to the principal reduction made for the credits
applied which are not an expense for financial reporting basis.

(m) Investment earnings from the construction fund are not shown as revenue in the
budget and are shown as revenue in the financial statements.  Construction fund
investment earnings are excluded from the definition of revenue for budget
purposes as they are used for construction costs and are not used to meet the
revenue requirements in the budget.
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The Monthly Construction Work in Progress (CWIP) Summary includes the following. 

1. Water System Construction Work in Progress costs incurred to date
2. Sewer System Construction Work in Progress costs incurred to date

Construction Work in Progress 
Great Lakes Water Authority (GLWA) capital improvement projects generally span two or 
more years due to size and complexity.  Therefore, the GLWA Board of Directors adopts a 
biennial budget that establishes allowable amounts for construction spending during that 
period to support a five-year capital improvement plan (CIP).  The CIP is a five-year, rolling 
plan which is updated annually, reviewed, and formally adopted by the GLWA Board of 
Directors. 

This report presents quarterly and monthly CWIP spending trends against a prorated 
spending plan.  The prorated spending plan is calculated by dividing the total fiscal year 2020 
board-approved CIP plan by twelve equal months.  It should be noted that these interim 
reports are prepared on a modified cash basis. Known expenses, where material in nature, 
have been accrued.   

Chart 1 – Water System Construction in Work in Progress Spend 

As of September 2019, the Water system incurred over $10 million of construction costs to 
date.  While this is only 28% of the fiscal year 2020 prorated spending plan through 
September, future months are anticipated to increase closer to plan. 

Chart 2 – Sewer System Construction in Work in Progress Spend 

As of September 2019, the Sewer system incurred over $14 million of construction costs to 
date.  While this is only 36% of the fiscal year 2020 prorated spending plan through 
September, future months are anticipated to increase closer to plan. 
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Chart 1 – Water System Construction Work in Progress Spend 

Chart 2 – Sewer System Construction Work in Progress Spend 
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This report includes the following. 

1. Master Bond Ordinance (MBO) Required Transfers to Accounts Held by GLWA
2. Master Bond Ordinance (MBO) Required Transfers to Accounts Held by DWSD

MBO Transfers to Accounts Held by GLWA 

GLWA Transfers:  The Treasury team completes required MBO transfers on the first 
business day of each month.  These transfers are completed in accordance with the Great 
Lakes Water Authority (GLWA) and Detroit Water & Sewerage Department (DWSD) budgets 
as approved and adopted by the GLWA Board of Directors and DWSD Board of Water 
Commissioners annually.    

Monthly transfers for Operations & Maintenance (O&M), Pension, and Water Residential 
Assistance Program (WRAP) are one-twelfth of the annual, budgeted amount.  Budget 
stabilization should not require additional funding due to new, baseline funding levels 
established as part of the June 2018 Memorandum of Understanding but is included to reflect 
historical activity.  Transfers to the Extraordinary Repair & Replacement (ER&R) fund are 
completed annually based on budget and year-end fund status. 

Table 1 – GLWA FY 2020 Water MBO Transfers reflects the required 
transfers for FY 2020 completed through September 1, 2019.  MBO transfers 
for water totaling $37.6 million have been transferred to GLWA accounts.  

Table 2 – GLWA FY 2020 Sewer MBO Transfers reflects the required 
transfers for FY 2020 completed through September 1, 2019.  MBO transfers 
for sewer totaling $53.9 million have been transferred to GLWA accounts.  

Table 3 – GLWA MBO Transfer History reflects historical transfers for 
FY 2016 through FY 2020 to date.    

26



Master Bond Ordinance Transfers 
for the Month Ended September 30, 2019

All amounts are unaudited unless otherwise noted. GLWA Audit Committee December 19, 2019  

 Table 1 – GLWA FY 2020 Water MBO Transfers 

Table 2 – GLWA FY 2020 Sewer MBO Transfers  

Table 3 – GLWA MBO Transfer History 

WATER

Operations & 
Maintenance

Pension
Sub Account

Pension
Obligation WRAP

Budget
Stabilization

(For Benefit of 
DWSD)

Extraordinary 
Repair & 

Replacement 
(ER&R) Total Water

FY 2020
July 2019 10,957,542         504,000              891,308              165,067              - - 12,517,917         
August 2019 10,957,542         504,000              891,308              165,067              - - 12,517,917         
September 2019 10,957,542         504,000              891,308              165,067              - - 12,517,917         

Total FY 2020 $32,872,626 $1,512,000 $2,673,924 $495,201 $0 $0 $37,553,751

SEWER

Operations & 
Maintenance

Pension
Sub Account

Pension
Obligation WRAP

Budget
Stabilization

(For Benefit of 
DWSD)

Extraordinary 
Repair & 

Replacement 
(ER&R) Total Sewer

FY 2020
July 2019 15,588,100         902,000              1,223,959           240,608              - - 17,954,667         
August 2019 15,588,100         902,000              1,223,959           240,608              - - 17,954,667         
September 2019 15,588,100         902,000              1,223,959           240,608              - - 17,954,667         

Total FY 2020 $46,764,300 $2,706,000 $3,671,877 $721,824 $0 $0 $53,864,001

GLWA MBO Transfer History
WATER

Operations & 
Maintenance

Pension
Sub Account

Pension
Obligation WRAP

Budget
Stabilization

(For Benefit of DWSD)

Extraordinary 
Repair & 

Replacement 
(ER&R) Total Water

Total FY 2016 $71,052,000 $6,037,100 $10,297,200 $1,983,300 $2,326,900 $606,000 $92,302,500
Total FY 2017 111,879,600     6,037,200   10,297,200     2,077,200   360,000  - 130,651,200 
Total FY 2018 121,562,604     6,048,000  10,695,696     2,159,400   -   -   140,465,700 
Total FY 2019 121,562,604     6,048,000  10,695,696     2,061,000  -   -   140,367,300 
Total FY 2020 (3 month) 32,872,626    1,512,000  2,673,924   495,201  -   -   37,553,751 

Life to Date $458,929,434 $25,682,300 $44,659,716 $8,776,101 $2,686,900 $606,000 $541,340,451

SEWER

Operations & 
Maintenance

Pension
Sub Account

Pension
Obligation WRAP

Budget
Stabilization

(For Benefit of DWSD)

Extraordinary 
Repair & 

Replacement 
(ER&R) Total Sewer

Total FY 2016 $100,865,600 $10,838,400 $14,025,800 $2,523,400 $5,591,700 $779,600 $134,624,500
Total FY 2017 175,858,800     10,838,400     14,026,800     2,654,400  2,654,400  - 206,032,800 
Total FY 2018 191,079,396     10,824,000     14,687,496     2,760,804  -   -   219,351,696 
Total FY 2019 191,079,396     10,824,000     14,687,496     2,870,992   -   -       219,461,884 
Total FY 2020 (3 month) 46,764,300     2,706,000  3,671,877  721,824      -       -   53,864,001 

Life to Date $705,647,492 $46,030,800 $61,099,469 $11,531,420 $8,246,100 $779,600 $833,334,881
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MBO Required and Lease Payment Transfers to DWSD 

DWSD Transfers:  The GLWA Treasury team completes the required MBO transfers on the 
first business day of each month.  These transfers are completed in accordance with the 
GLWA and DWSD budgets as approved and adopted by the GLWA Board of Directors and 
DWSD Board of Water Commissioners annually.  Transfers are coordinated with other areas 
of GLWA Financial Services in advance of the first business day of each month. GLWA 
Treasury sends confirmation of transfers made to DWSD Treasury. 

Monthly transfers for O&M and O&M Pension are one-twelfth of the annual, budgeted 
amount.  The annual lease payment, as stated in the Water & Sewer Lease Agreements, is 
$22,500,000 for Water and $27,500,000 for Sewer. The monthly lease transfer is one-twelfth 
of the amount as stated in the Lease agreements unless otherwise designated by DWSD. Per 
Section 3.5 of the Lease, the Lease payment may be used for (a) bond principal and interest 
for Local System Improvements, (b) bond principal and interest for the City’s share of 
common-to-all System Improvements, and (c) Local System improvements. 

Table 4 – DWSD FY 2020 Water MBO Transfers reflects the required 
transfers for FY 2020 completed through September 1, 2019.  MBO transfers 
for Water totaling $14.5 million have been transferred to accounts held by 
DWSD.  For FY 2020, DWSD has requested that $3,548,000.00 of the lease 
payment be utilized to offset a portion of debt service of which one-twelfth is 
applied monthly. 

Table 5 – DWSD FY 2020 Sewer MBO Transfers reflects the required 
transfers for FY 2020 completed through September 1, 2019. MBO transfers 
for Sewer totaling $23.7 million have been transferred to accounts held by 
DWSD.  For FY 2020, DWSD has requested that $5,032,700.00 of the lease 
payment be utilized to offset a portion of debt service of which one-twelfth is 
applied monthly. 

Table 6 – DWSD MBO and Lease Payment Transfer History reflects historical 
transfers for FY 2016 through FY 2020 to date.  

28



Master Bond Ordinance Transfers 
for the Month Ended September 30, 2019

All amounts are unaudited unless otherwise noted. GLWA Audit Committee December 19, 2019  

Table 4 – DWSD FY 2020 Water MBO Transfers   

Table 5 – DWSD FY 2020 Sewer MBO Transfers  

WATER

Operations & 
Maintenance Pension

Lease Payment 
(I&E Fund) Total Water

FY 2020
July 2019 2,888,533$     356,000$   1,579,333$     4,823,866$     
August 2019 2,888,533$     356,000$   1,579,333$     4,823,866  
September 2019 2,888,533$     356,000$   1,579,333$     4,823,866  
Total FY 2020 8,665,599$     1,068,000$     4,737,999$     14,471,598$     

SEWER

Operations & 
Maintenance Pension

Lease Payment 
(I&E Fund) Total Sewer

FY 2020
July 2019 5,778,625$     238,000$   1,872,275$     7,888,900$     
August 2019 5,778,625$     238,000$   1,872,275$     7,888,900  
September 2019 5,778,625$     238,000$   1,872,275$     7,888,900  
Total FY 2020 17,335,875$     714,000$   5,616,825$     23,666,700$     
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Table 6 – DWSD MBO and Lease Payment Transfer History 

WATER

Operations & 
Maintenance

Operations & 
Maintenance 

Pension
Lease Payment 

(I&E Fund) Total Water

MBO/Lease Requirement 26,185,600$      4,262,700$       22,500,000$       52,948,300$      
Offset to Debt Service -  -    (2,326,900)  (2,326,900)     
Net MBO Transfer 26,185,600     4,262,700    20,173,100      50,621,400     

MBO/Lease Requirement 33,596,400    4,262,400    22,500,000      60,358,800    
Offset to Debt Service -  -    -    -  
Net MBO Transfer 33,596,400     4,262,400    22,500,000      60,358,800    

MBO/Lease Requirement 35,059,704    4,272,000     22,500,000  61,831,704    
Offset to Debt Service -  -    (1,875,000)  (1,875,000)     
Net MBO Transfer 35,059,704     4,272,000    20,625,000     59,956,704    

MBO/Lease Requirement 35,484,300     4,272,000     22,500,000      62,256,300    
Offset to Debt Service -  -    (3,972,200)   (3,972,200)      
Net MBO Transfer 35,484,300    4,272,000    18,527,800  58,284,100    

MBO/Lease Requirement 8,665,599   1,068,000     5,625,000     15,358,599    
Offset to Debt Service -   -    (887,001)  (887,001)     
Net MBO Transfer 8,665,599       1,068,000    4,737,999    14,471,598     

MBO/Lease Requirement 138,991,603      18,137,100  95,625,000      252,753,703      
Offset to Debt Service -   -    (9,061,101)  (9,061,101)     
   Total Water 138,991,603$      18,137,100$      86,563,899$      243,692,602$      

SEWER

Operations & 
Maintenance

Operations & 
Maintenance 

Pension
Lease Payment 

(I&E Fund) Total Sewer

MBO/Lease Requirement 19,774,300$      2,861,800$       27,500,000$       50,136,100$      
Offset to Debt Service -  -    (19,991,500)     (19,991,500)  
Total MBO Transfer 19,774,300    2,861,800     7,508,500     30,144,600     

MBO/Lease Requirement 41,535,600    2,862,000     27,500,000  71,897,600    
Offset to Debt Service -  -    -    -  
Total MBO Transfer 41,535,600     2,862,000     27,500,000  71,897,600    

MBO/Lease Requirement 60,517,992     2,856,000    27,500,000      90,873,992    
Offset to Debt Service -  -    (9,166,664)   (9,166,664)     
Total MBO Transfer 60,517,992     2,856,000    18,333,336  81,707,328     

MBO/Lease Requirement 56,767,920    2,856,000     27,500,000     87,123,920    
Offset to Debt Service -   -    (4,415,000)  (4,415,000)     
Total MBO Transfer 56,767,920    2,856,000    23,085,000      82,708,920    

MBO/Lease Requirement 17,335,875     714,000   6,875,000    24,924,875    
Offset to Debt Service -   -    (1,258,175)  (1,258,175)     
Total MBO Transfer 17,335,875     714,000   5,616,825    23,666,700     

MBO/Lease Requirement 195,931,687  12,149,800  116,875,000    324,956,487  
Offset to Debt Service -  -    (34,831,339)     (34,831,339)  
   Total Sewer 195,931,687$      12,149,800$      82,043,661$      290,125,148$      

* Note: FY 2016 lease transfer amounts shown do not incude prepayment on the lease amount for the 6 month 
period before bifurcation.

FY 2019

Transfers to DWSD

FY 2016 *

FY 2017

FY 2018

FY 2019

Life-to-Date

FY 2020 (3 month)

FY 2016 *

FY 2017

FY 2018

FY 2020 (3 month)

Life-to-Date
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This report includes the following: 

1. Monthly Cash Balances Compared to Investment Income
2. Cash Balance Detail

Monthly Cash Balances Compared to Investment Income

GLWA’s investment holdings comply with the requirements of Public Act 20 of 1948, as 
amended and the GLWA Investment Policy.  The cash balances shown in this report include 
bank deposits, money market funds, a local government investment pool, U.S. Treasuries, 
Federal Agencies, and commercial paper.  

Cash and investment balances change each month based on Master Bond Ordinance (MBO) 
funding requirements, operational needs, capital spending pace, and mandatory debt 
payments. Investment income fluctuates monthly based on cash and investment balances as 
well as market conditions and investment strategy. The cumulative investment earnings 
through September 2019 of $5 million is 29% of the FY 2020 target of $17.4 million.  As the 
market environment fluctuates, GLWA will continue to monitor the FY 2020 target. 

Chart 1 – Monthly Cash Balances Compared to Investment Income – Through 
September 2019 

$(Mils) July August September October November December January February March April May June
Water $549 $494 $536
Sewer $501 $479 $464
Total $1,050 $973 $1,000
Investment Income $1.4 $1.8 $1.7

Avg Monthly Target $1.5M 
Through September 2019 - $5.0M
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Cash Balance Detail 

Funds Held By GLWA:  GLWA cash balances are held in accounts as defined by the Master 
Bond Ordinance.  The accounts are funded by monthly transfers, as stipulated in the MBO, 
on the first business day of each month.  The “operations and maintenance” (O&M) fund 
transfer amounts are based upon the annual O&M budget approved by the GLWA Board of 
Directors for the regional systems and by the Board of Water Commissioners for the Detroit 
Water & Sewerage Department (DWSD) local system budgets.  The water and sewer funds 
held by GLWA and their purpose, as defined by the MBO, are listed below. 

Funds Held Within Trust: 
• Receiving – all retail and wholesale revenues collected which are distributed in 

subsequent month(s) 
• Debt Service – funds set aside for debt service and debt reserve requirements 
• Pension Obligation – funds set aside to meet GLWA’s annual funding requirements 

for the legacy General Retirement System Pension Plan 
• Water Residential Assistance Program (WRAP) – funds set aside to be used to provide 

financial assistance to qualified residents throughout the local and regional water 
system as directed by program guidelines 

• Budget Stabilization – funds held by GLWA on behalf of DWSD that can be applied 
against shortfalls in retail revenues 

• Emergency Repair & Replacement (ER&R) – funds set aside to pay the costs for major 
unanticipated repairs and replacements of the local and regional systems 

• Improvement & Extension (I&E) – funds set aside to be used for the improvements, 
enlargements and extensions of the regional system 

Funds Held Outside Trust: 
• Bond Proceeds – funds raised from debt issuance used for costs of repairs, 

construction, and improvements of the regional system 
• Operations & Maintenance (O&M) – funds used to meet the operational and 

maintenance requirements of the regional system 
• Other – retainage funds held on behalf of contractors and security deposit funds held 

on behalf of the City of Flint 
 
A chart depicting the follow of funds is online at glwater.org as well as the MBO documents. 
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Chart 2 – Cash Balances - Water Funds as of September 30, 2019 - Shows the allocation of 
the balance among the different categories defined in the section above. The total cash 
balance for Water Funds as of September 30, 2019 is $536 million.  The allocation of balances 
among the I&E, bond proceeds, and debt service reserve funds reflects GLWA’s commitment 
to funding capital improvements and meeting debt reserve requirements while 
simultaneously increasing I&E resources to fund pay-as-you-go capital funding to reduce 
long-term debt in the future.  
 
Chart 2 – Cash Balances - Water Funds as of September 30, 2019  
 

 
 
Note: Due to rounding totals may not equal 100%. 
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Chart 3 – Cash Balances - Sewer Funds as of September 30, 2019 - Shows the allocation of 
the balance among the different funds defined in the section above.  The total cash balance 
for Sewer Funds as of September 30, 2019 is $464 million.  Like the Water Funds, the 
allocation of balances among the I&E, bond proceeds, and debt service reserve funds reflects 
GLWA’s commitment to funding capital improvements and meeting debt reserve 
requirements while simultaneously increasing I&E resources to fund pay-as-you-go capital 
funding to reduce long-term debt in the future.  The pace for Sewer Funds I&E deposits has 
been less than budget to address a budget shortfall over multiple years by DWSD.  Beginning 
in February 2019, DWSD began making payments which will replenish the I&E Fund.   

Chart 3 – Cash Balances - Sewer Funds as of September 30, 2019 

Note:  Due to rounding totals may not equal 100%. 
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Retail Revenues, Receivables, and Collections:  Pursuant to the terms of the lease 
agreement between the City of Detroit and the Great Lakes Water Authority (GLWA), the 
Detroit Water & Sewerage Department (DWSD) serves as GLWA’s agent for billing activities 
for the City of Detroit retail customer class.  All water and sewer service collections from 
DWSD customers are deposited in a trust account and are administered in accordance with 
the GLWA Master Bond Ordinance. 

The Monthly Retail Revenues, Receivables, & Collections Report includes the following. 
1. DWSD Retail Water Revenue Billings and Collections
2. DWSD Retail Sewer Revenue Billings and Collections
3. DWSD Retail Water & Sewer System Accounts Receivable Aging Report

Note:  Wholesale customer revenues are billed by the Great Lakes Water Authority.  

DWSD Retail Water Billings and Collections 

Retail Billing Basis:  DWSD bills retail customers monthly.  Customers are billed throughout 
the month in cycles based on a meter reading schedule beginning with residential accounts 
and ending with commercial and industrial customers.  

Table 1 - DWSD Retail Billings shows the FY 2020 water usage and billed 
revenue which are provided by DWSD staff.  As of September 30, 2019, the 
DWSD usage was at 91.85% of the budget and billed revenue was at 97.13% 
of budget. 

DWSD Retail Water Collections:  The collections represent payments made by DWSD retail 
customers.  These receipts are deposited directly into a lockbox with a trustee for 
administration of the flow of funds defined by GLWA’s Master Bond Ordinance. 

Table 2 - Retail Water Collections shows collections by month for the past 12 
months compared to collections for the prior year as well as the calculated 
difference between the periods.   
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Table 1 – FY 2020 DWSD Retail Water Billings Report 

Table 2 – DWSD Retail Water Collections 
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DWSD Retail Sewer Billings and Collections 

Retail billing basis:  DWSD bills retail customers monthly.  Customers are billed throughout 
the month in cycles based on a meter reading schedule beginning with residential accounts 
and ending with commercial and industrial customers. 
 

Table 3 - DWSD Retail Sewer Billings shows the FY 2020 sewer billed 
revenue which are provided by DWSD staff.  As of September 30, 2019, the 
DWSD usage was at 92.26% of the budget and billed revenue was at 98.25% 
of budget. 

DWSD Retail Sewer Collections:  The collections represent payments made by DWSD retail 
customers.  These receipts are deposited directly into a lockbox with a trustee for 
administration of the flow of funds defined by GLWA’s Master Bond Ordinance. 
 

Table 4 – DWSD Retail Sewer Collections shows collections by month for the 
past 12 months compared to collections for the prior year as well as the 
calculated difference between the periods.   

 

Table 3 – FY 2020 DWSD Retail Sewer Billings Report 

 
 

 

 

 

 
37



 Retail Revenues, Receivables, & Collections 
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All amounts are unaudited unless otherwise noted. GLWA Audit Committee December 19, 2019  

Table 4 – DWSD Retail Sewer Collections 

DWSD Retail Water and Sewer Accounts Receivable Aging Report 

The DWSD detailed accounts receivable aging is categorized by customer category. 

Table 5 is a summary of the total, current and non-current Water and Sewer 
receivables by category as of September 30, 2019 with comparative totals 
from September 30, 2018.  

Table 5 – DWSD Retail Accounts Receivable Aging Report – Water & Sewer Combined 

 Accounts 
Receivable 

Sales Class # of Accounts Avg. Balance Current > 30 Days > 60 Days > 180 Days Balance
Residential 287,179            329.10$            15,191,000$     7,839,000$        17,430,000$     54,051,000$        94,510,000$          

16.1% 8.3% 18.4% 57.2% 100.0%

Commercial 28,107               1,445.46           10,131,000        3,081,000           7,061,000           20,354,000           40,627,000             
24.9% 7.6% 17.4% 50.1% 100.0%

Industrial 4,810                  3,874.72           4,980,000           1,781,000           2,583,000           9,294,000             18,637,000             
26.7% 9.6% 13.9% 49.9% 100.0%

Tax Exempt Entities 8,103                  1,908.40           2,571,000           1,292,000           2,255,000           9,345,000             15,464,000             
16.6% 8.4% 14.6% 60.4% 100.0%

Government Entities 2,860                  1,473.70           887,000              217,000              806,000              2,305,000             4,215,000                
21.0% 5.2% 19.1% 54.7% 100.0%

Subtotal - Active Accounts 331,059          523.94$          33,760,000$  14,210,000$  30,135,000$  95,349,000$     173,454,000$    
19.5% 8.2% 17.4% 55.0% 100.0%

Inactive Accounts 268,650            87.08                  207,000              229,000              1,290,000           21,669,000           23,395,000             
0.9% 1.0% 5.5% 92.6% 100.0%

Total 599,709          328.24$          33,966,000$  14,439,000$  31,424,000$  117,019,000$  196,849,000$    
% of Total A/R 17.3% 7.3% 16.0% 59.4% 100.0%

Water Fund 223,231            182.47               8,274,000$        3,024,000$        5,686,000$        23,749,000$        40,732,000$          
Sewer Fund 280,868            555.83               25,692,000$     11,415,000$     25,739,000$     93,270,000$        156,116,000$        
Total September 30, 2019 599,709          328.24             33,966,000$  14,439,000$  31,424,000$  117,019,000$  196,849,000$    

Water Fund- Allowance (26,360,000)$        
Sewer Fund- Allowance (90,858,000)$        
Total September 30, 2019     Bad Debt Allowance (117,218,000)$  

Comparative Totals from 2018 581,685          308.77             36,154,000$  14,983,000$  28,654,000$  99,813,000$     179,605,000$    
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Financial Report 
Wholesale Billings, Receivables, & Collections 

for the Month Ended September 30, 2019 

All amounts are unaudited unless otherwise noted. GLWA Audit Committee December 19, 2019  

The Monthly Wholesale Billings, Receivables, & Collections Report includes the following. 

1. Wholesale Water Billings and Collections
2. Wholesale Sewer Billings and Collections
3. City of Highland Park Billings and Collections
4. Wholesale Water & Sewer Accounts Receivable Aging Report

Wholesale Water Billings and Collections 

Wholesale Water Contracts:  Great Lakes Water Authority (GLWA) provides wholesale 
water service to 87 member-partners through a variety of service arrangements. 

Service Arrangement Type 

    Model Contract 82 
    Emergency 1 
    Older Contracts 4 
    Total 87 

Note:  Services are provided to the Detroit Water & Sewerage Department (DWSD) via a Water 
and Sewer Services Agreement (WSSA).  See the “Retail Revenues, Receivables, and Collections 
Report” section of this monthly report.  

Wholesale Water Billing Basis:  Beginning with FY 2016, wholesale water charges were 
restructured to create a more stable revenue stream by using a historical rolling average to 
project customer volumes which accounts for 40% of the monthly charges and 60% of the 
annual customer revenue requirement as a monthly fixed charge. 

Table 1 - Wholesale Water Billings shows the FY 2020 water billed usage and 
revenues. As of September 30, 2019, the billed usage was at 92.8% of budget 
and billed revenue at 96.64% of budget.  Billings and usage from the City of 
Flint are included as they were assumed in the FY 2020 Budget. 

Wholesale Water Collections:  The collections represent payments made by wholesale 
customers.  These receipts are deposited directly into a lockbox with a trustee for 
administration of the flow of funds defined by GLWA’s Master Bond Ordinance. 

Table 2 - Wholesale Water Collections shows collections by month for the 
past 12 months compared to collections for the prior year as well as the 
calculated difference between the periods.  The difference in rolling average 
from current year to prior year reflects the gentle downward trend in water 
usage over time.   
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Table 1 –FY 2020 Wholesale Water Billings Report 

Table 2 - Wholesale Water Collections 

40



Wholesale Billings, Receivables, & Collections  
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All amounts are unaudited unless otherwise noted. GLWA Audit Committee December 19, 2019  

Wholesale Sewer Billings and Collections 

Wholesale Sewer Contracts:  GLWA provides wholesale sewer service to 18 member-
partners via multiple service arrangements. 

Service Arrangement Type 

    Model Contract 11 
    Emergency 0 
    Older Contracts 7 
    Total 18 

Note:  Services are provided to the Detroit Water & Sewerage Department via a Water and 
Sewer Services Agreement (WSSA).  See the “Retail Revenues, Receivables, and Collections 
Report” section of the monthly report.  

Wholesale Sewer Billing Basis:  Beginning in FY 2015, the “sewer rate simplification” 
initiative was applied which provides for a stable revenue stream and predictability for our 
member partners.  Wholesale sewer customers are billed a fixed monthly fee based upon the 
annual revenue requirement.  

Table 3 - Wholesale Sewer Billings shows the FY 2020 sewer billed revenue. 
Consistent with expectations as a result of sewer rate simplification, billed 
revenue is at 100.00% of budget through September 30, 2019.  

Wholesale Sewer Collections:  The collections represent payments made by wholesale 
customers.  These receipts are deposited directly into a lockbox with a trustee for 
administration of the flow of funds defined by GLWA’s Master Bond Ordinance. 

Table 4 - Wholesale Sewer Collections shows collections by month for the 
past 12 months compared to collections for the prior year as well as the 
calculated difference between the periods.  The year-over-year rolling average 
from FY 2019 to FY 2020 remains consistent. 

The shift in wholesale sewer collection patterns is largely attributable to the 
timing of payments received.  There are several large accounts whose 
payments swing between the end of the current month and the beginning of 
the next month.   
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Table 3 – FY 2020 Wholesale Sewer Billings Report 

Table 4 - Wholesale Sewer Collections 
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All amounts are unaudited unless otherwise noted. GLWA Audit Committee December 19, 2019  

City of Highland Park Billings and Collections 
The City of Highland Park is provided water service pursuant to an emergency service basis. 
Sewer service is provided pursuant to a 1982 amended contract which indicates that the 
parties are guided in their legal relationship by a Michigan Supreme Court decision from 
1949.  

As of September 30, 2019, Highland Park had a delinquent balance of $41.6 million, including 
$32.2 million for wastewater treatment services, $1.7 million for industrial waste control 
services, and $7.7 million for water supply services.   

Table 5 - City of Highland Park Billings and Collections provides a life-to-
date balance summary of the billing and collection history for Highland Park 
with detail provided for fiscal year 2020 through September 30, 2019.   Please 
note the numbers below reflect the month the billing was sent and not the 
month the service was provided.  A life-to-date summary is provided as an 
appendix to this monthly financial report. 

 
Table 5 - City of Highland Park Billings and Collections  
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Wholesale Water & Sewer Accounts Receivable Aging Report 

The detailed accounts receivable aging is in the Appendix to this monthly report. This report 
reflects the wholesale receivables only and does not include DWSD.   

Table 6 - Wholesale Accounts Receivable Aging Report Summary is a 
summary of the total, current and non-current receivables by category as of 
September 30, 2019.   

Table 7 - Wholesale Accounts Receivable Aging Report, Net of Highland 
Park is the same summary without the past due balances for the City of 
Highland Park.  The $612,872 water balance that is 46-74 days past due is 
related to Westland and Inkster.  The check from Westland was lost in the mail 
and is going to be replaced.  Inkster paid in full in October.  The $4,531,500 
sewer balance that is 46-74 days past due is related to balances for three 
Wayne County accounts and were paid in full in October. 

Table 8 - Wholesale Accounts Receivable Aging Report, Net of Highland 
Park and WTUA is a summary without the past due balances for the City of 
Highland Park and net of pending credits for certain n Western Township 
Utilities Authority (WTUA).  Credits for billed services are pending receipt of 
a final agreement from Wayne County to effectuate a transfer retroactive to 
July 1, 2018. 

Table 6 - Wholesale Accounts Receivable Aging Report Summary 

Table 7 - Wholesale Accounts Receivable Aging Report, Net of Highland Park 

Table 8 - Wholesale Accounts Receivable Aging Report, Net of Highland Park and WTUA 

Note: percentages vary from 100% due to rounding. 
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Financial Report 
Trust Receipts & Disbursements 

for the Month Ended September 30, 2019 
 

All amounts are unaudited unless otherwise noted.  GLWA Audit Committee December 19, 2019  

 
The Monthly Trust Receipts & Disbursements Report includes the following. 

1. GLWA Trust Receipts & Disbursements – Net Cash Flows and Receipts 
2. DWSD Trust Receipts & Disbursements – Net Cash Flows, Receipts & Loan 

Receivable 
3. Combined System Trust Receipts & Disbursements – Net Cash Flows 

 

GLWA Trust Receipts & Disbursements 
Net Cash Flows and Receipts Basis:  The trusts established pursuant to the Master Bond 
Ordinance (MBO) outline a flow of funds that governs the priority of the application of cash 
receipts from both the regional wholesale (i.e. Great Lakes Water Authority or GLWA) and 
local retail (i.e. Detroit Water & Sewerage Department or DWSD) activities which are further 
separated by the water system and the sewage disposal system. 

This report provides an ongoing status of the net cash flow of both organizations (GLWA and 
DWSD) to fund their allocated share of Master Bond Ordinance requirements in accordance 
with the leases for the regional systems.   

Table 1 – GLWA Net Cash Flows from Trust Receipts & Disbursements 
provides a summary of cash receipt collections and required MBO transfers by 
fiscal year as well as a total of all activity for GLWA since inception at January 
1, 2016.   Fiscal year 2020 reflects three months of activity to date.   

Water fund activity exceeded required MBO disbursements by 20% through 
September 30, 2019 with a historical ratio of cash receipts exceeding MBO 
disbursements by 16% since January 1, 2016.    

Sewer fund cash receipts exceeded disbursements by 21% through September 
30, 2019 with a historical ratio of cash receipts exceeding MBO disbursements 
by 6% since January 1, 2016.  This ratio is expected to return to its average 
level consistent with prior years over the next several periods. 

Chart 1 – GLWA 12-Month Net Receipts – Water outlines monthly cash 
receipt trends across two points of reference for the regional water system—
current year and prior year.  The black line at the zero highlights the minimum 
goal for net receipts. 
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Chart 2 – GLWA 12-Month Net Receipts – Sewer outlines monthly cash 
receipt trends across two points of reference for the regional sewer system—
current year and prior year.  The black line at the zero highlights the minimum 
goal for net receipts. 

Table 1 – GLWA Net Cash Flows from Trust Receipts & Disbursements 
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Chart 1 – GLWA 12-Month Net Receipts - Water 

Chart 2 – GLWA 12-Month Net Receipts – Sewer 
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DWSD Trust Receipts & Disbursements 

Net Cash Flows and Receipts Basis:  The trusts established pursuant to the Master Bond 
Ordinance (MBO) outline a flow of funds that governs the priority of the application of cash 
receipts from both the regional wholesale (i.e. Great Lakes Water Authority or GLWA) and 
local retail (i.e. Detroit Water & Sewerage Department or DWSD) activities which are further 
separated by the water system and the sewage disposal system. 

This report provides an ongoing status of the net cash flow of both organizations (GLWA and 
DWSD) to fund their allocated share of Master Bond Ordinance requirements in accordance 
with the leases for the regional systems.   

Table 2 – DWSD Net Cash Flows from Trust Receipts & Disbursements 
provides a summary of cash receipt collections and required MBO transfers by 
fiscal year as well as a total of all activity for DWSD since inception at January 
1, 2016.   Fiscal year 2020 reflects three months of activity to date.   

Water fund cash receipts exceeded required MBO disbursements by 3% 
through September 30, 2019 with a historical ratio of 3% since January 1, 
2016.  

Sewer fund cash receipts fell short of required MBO disbursements by 9% 
through September 30, 2019 with a historic shortfall of 6% since January 1, 
2016.  DWSD has recognized this issue and proactively implemented plans in 
December 2019 to resolve the current shortfall.  On December 3, DWSD 
transferred $2.6 million from Sewer Operations & Maintenance back to the 
Sewer Receiving Fund.  In addition, beginning December 1, DWSD has formally 
requested to reduce budgeted, monthly Sewer Operations & Maintenance 
transfers by $1 million.  These two changes coupled with strong cash receipts 
for October will resolve the current $5.7 million Sewer shortfall. 

Table 3 – FY 2017 DWSD Loan Receivable - Sewer provides an activity 
summary of loan receivable established under the terms of the April 2018 
MOU addressing the cash shortfall from FY 2016 and FY 2017.   

Table 4 – FY 2017 DWSD Loan Receivable Payments - Sewer provides an 
activity summary of loan receivable payments to date on the FY 2017 Sewer 
Loan Receivable including the interest on the loan.  This payment is 
transferred directly to GLWA Sewer Improvement & Extension fund monthly. 

The Reconciliation Committee monitors this balance and repayment progress 
as part of its quarterly meetings.  

Table 5 – FY 2018 DWSD Loan Receivable - Sewer provides an activity 
summary of loan receivable established under the terms of the April 2018 
MOU addressing the cash shortfall from FY 2018. 
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Table 6 – FY 2018 DWSD Loan Receivable Payments - Sewer provides an 
activity summary of loan receivable payments to date on the FY 2018 Sewer 
Loan Receivable including the interest on the loan.  This payment is 
transferred directly to GLWA Sewer Improvement & Extension fund monthly. 

The Reconciliation Committee monitors this balance and repayment progress 
as part of its quarterly meetings.  

Chart 3 – DWSD 12-Month Net Receipts – Water outlines monthly activity 
trends across two points of reference for the local water system—current year 
and prior year.  The black line at the zero highlights the breakeven goal for net 
receipts. 

Chart 4 – DWSD 12-Month Net Receipts – Sewer outlines monthly activity 
trends across two points of reference for the local sewer system—current year 
and prior year.  The black line at the zero highlights the breakeven goal for net 
receipts. 

Table 2 – DWSD Net Cash Flows from Trust Receipts & Disbursements 
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Note 1:  The $29,300,000 for the DWSD loan receivable balance is calculated as follows. 

Table 3 – FY 2017 DWSD Loan Receivable - Sewer 

Table 4 – FY 2017 DWSD Loan Receivable Payments - Sewer 

Table 5 – FY 2018 DWSD Loan Receivable - Sewer 

Table 6 – FY 2018 DWSD Loan Receivable Payments - Sewer 

(1,285,466)          FY 2016 Shortfall
(28,240,606)        FY 2017 Shortfall
(29,526,072)        Subtotal

238,264                June IWC not due unti July
(29,287,808)        FY 2017 Shortfall-to-Date

29,300,000      FY 2017 Shortfall-to-Date, Rounded
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Chart 3 – DWSD 12-Month Net Receipts - Water 

Chart 4 – DWSD 12-Month Net Receipts – Sewer 
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Combined System Trust Receipts & Disbursements 

Net Cash Flows and Receipts Basis:  The trusts established pursuant to the Master Bond 
Ordinance (MBO) outline a flow of funds that governs the priority of the application of cash 
receipts from both the regional wholesale (i.e. Great Lakes Water Authority or GLWA) and 
local retail (i.e. Detroit Water & Sewerage Department or DWSD) activities which are further 
separated by the water system and the sewage disposal system. 

Table 7 – Combined Net Cash Flows from Trust Receipts & Disbursements 
provides a summary of cash receipt collections and required MBO transfers by 
fiscal year as well as a total of all activity for GLWA since inception at January 
1, 2016.   Fiscal year 2020 reflects three months of activity to date. 

Water fund cash receipts exceeded required MBO disbursements by 16% 
through September 30, 2019 with a historical ratio of cash receipts exceeding 
MBO disbursements by 13% since January 1, 2016.   

Sewer fund cash receipts exceeded required MBO disbursements by 9% 
through September 30, 2019 and with a historical ratio of cash receipts 
exceeding MBO disbursements by 1% since January 1, 2016. 
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Table 7 – Combined Net Cash Flows from Trust Receipts & Disbursements 
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