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Date: June 24, 2020 
 
To: Great Lakes Water Authority Audit Committee 
 
From:  Lisa L Mancini, Financial Planning & Analysis Manager 
 
Re:  FY 2020 Quarterly Budget Amendments through June 30, 2020 and Proposed 

Budget Amendment Resolution 
 
Background:  In accordance with the budget amendment policy, articles, and by-laws for 
the Great Lakes Water Authority, a quarterly budget amendment report is presented for 
review by the Audit Committee.  If budget amendments are required at the appropriation 
level as defined by the corresponding fiscal year budget adoption resolution,  the Audit 
Committee will review the proposed budget amendments and forward to the Board of 
Directors with a recommendation. 
 
Analysis:   The budget amendment report is organized in the following manner. 
 

1. Appropriation Level - Revenue Requirement - Water and Sewer Systems 
a. Supplemental Information - Fund Level - Water System and Sewer System 
b. Supplemental Information - Enterprise-wide  Core Groups 
c. Supplemental Information - Enterprise-wide Operations & Maintenance Account 

Type 
d. Supplemental Information - Enterprise-wide Operations & Maintenance 

Department and Account Level Amendments (see Addendum) 
 

2. Appropriation Level – Improvement & Extension Fund – Water and Sewer 
Systems 
 

3. Appropriation Level – Construction Bond Fund – Water and Sewer Systems 
 
A budget amendment resolution reflecting the budget amendments is also attached. 
 
Proposed Action: The Audit Committee recommends that the Board of Directors for the 
Great Lakes Water Authority adopt the proposed budget resolution for the FY 2020 budget 
amendments. 
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Appropriation Level - Revenue Requirement – Water System General Operating   
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Appropriation Level – Revenue Requirement – Water System General Operating Budget Amendment Explanation 
Revenues 
Suburban Wholesale Customer 
Charges 

As reported in the monthly Audit Committee binders, a negative demand variance from a) 
summer 2019 weather conditions and b) ongoing trend of reduced demand in off-peak 
months existed throughout most of the fiscal year.  Recent demand in June has narrowed 
the potential shortfall.  At this time, an amendment is proposed for the revenue shortfall 
forecast of approximately $4.6 million. 

Retail Services Charges No amendment is proposed. 
Investment Earnings Decrease in earnings due to market conditions since declaration of COVID-19 pandemic 

emergency. 
Other Revenues Amendment proposed based on activity to date.  This source of revenue fluctuates from 

year to year. 
Revenue Requirements (Expenditures) 
Operations & Maintenance Expense Expenses were reduced to align with charge revenue reductions.  Additional information 

related to the details of how this was accomplished is provided in this report. 
General Retirement System Legacy 
Pension 

Budget and funding are on a fixed schedule.  No budget amendment is required. 

Debt Service Decrease largely due to May 2020 refunding transaction. 
General Retirement System Legacy 
Pension – Accelerated Payment 

Budget and funding are on a fixed schedule.  No budget amendment is required. 

Extraordinary Repair & 
Replacement 

This is a formulaic requirement in the Master Bond Ordinance.  Based on adopted and 
amended budget, no adjustment is required. 

Water Residential Assistance 
Program Contribution 

Budget is fixed at time of budget adoption.  No amendment is required. 
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Appropriation Level – Revenue Requirement – Water System General Operating Budget Amendment Explanation 
Lease Payment Lease payment is established in accordance with terms of the lease.  No amendments are 

required for FY 2020. 
Operating Reserve Deposit This is a formulaic requirement in the Master Bond Ordinance.  Based on adopted and 

amended budget, no adjustment is required. 
DWSD Budget Shortfall Pending Represents budget shortfall attributable to decline in collections since declaration of 

COVID-19 pandemic emergency. The 2018 Memorandum of Understanding provides 
guidance related to repayment to the extent that the shortfall is not cured by other means 
before June 30th  of the subsequent year. 

Improvement & Extension Fund 
Transfer Pending 

Represents annual funding for pay-as-you-go capital improvement program.  Budget 
amendments to investment earnings, debt service, and DWSD budget shortfall affect this 
line item.  
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Appropriation Level - Revenue Requirement – Sewer System 
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Appropriation Level – Revenue Requirement – Water System General Operating Budget Amendment Explanation 
Revenues 
Suburban Wholesale Customer 
Charges 

No amendment is proposed. 

Retail Services Charges No amendment is proposed. 
Industrial Waste Control Charges Previously this line included pollutant surcharges.  The budget amendment is to reclassify 

those charges to a new line.  The net budget impact is zero. 
Pollutant Surcharges See explanation for Industrial Waste Control Charges. 
Investment Earnings Decrease in earnings due to market conditions since declaration of COVID-19 pandemic 

emergency. 
Other Revenues Amendment proposed based on activity to date.  This source of revenue fluctuates from 

year to year. 
Revenue Requirements (Expenditures) 
Operations & Maintenance Expense Enterprise-wide centralized services and administrative expenses were reduced to achieve 

corresponding revenue charge revenue reductions for the water system.  Additional 
information related to the details of how this was accomplished is provided in this report. 

General Retirement System Legacy 
Pension 

Budget and funding are on a fixed schedule.  No budget amendment is required. 

Debt Service Decrease largely due to forecast versus actual timing of state revolving fund loan draws, 
interest for a new money bond issue that was deferred, and an adjustment for a variable 
rate debt. 

General Retirement System Legacy 
Pension – Accelerated Payment 

Budget and funding are on a fixed schedule.  No budget amendment is required. 

Extraordinary Repair & 
Replacement 

This is a formulaic requirement in the Master Bond Ordinance.  Based on adopted and 
amended budget, no adjustment is required. 
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Appropriation Level – Revenue Requirement – Water System General Operating Budget Amendment Explanation 
Water Residential Assistance 
Program Contribution 

Budget is fixed at time of budget adoption.  No amendment is required. 

Lease Payment Lease payment is established in accordance with terms of the lease.  No amendments are 
required for FY 2020. 

Operating Reserve Deposit This is a formulaic requirement in the Master Bond Ordinance.  Based on adopted and 
amended budget, no adjustment is required. 

DWSD Budget Shortfall Pending Represents budget shortfall attributable to decline in collections since declaration of 
COVID-19 pandemic emergency. The 2018 Memorandum of Understanding provides 
guidance related to repayment to the extent that the shortfall is not cured by other means 
before June 30th  of the subsequent year. 

Improvement & Extension Fund 
Transfer Pending 

Represents annual funding for pay-as-you-go capital improvement program.  Budget 
amendments to investment earnings, debt service, and DWSD budget shortfall affect this 
line item.  

 
Supplemental Information – Operating Fund Level - Water System and Sewer System 

 
 
As shown in the table above, there are no budget amendments for transfers of resources between the water and sewer funds.  It 
is unforeseen that such an amendment would occur as each system is accounted for as a stand-alone entity.  The purpose of this 
table is to transparently report that funds from one system do not provide budget support to the other system. 
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Supplemental Information - Enterprise-wide Core Groups 

 
 
A subset of the operating funds are core groups that account for A) direct cost of water operations, B) direct cost of sewer 
operations, C) centralized services (e.g. field services, security, information technology, facilities, and fleet), D) administrative 
services (e.g. finance, public affairs, general counsel, and organizational development).  The costs of the latter two categories are 
allocated to the water and sewer systems based upon an internal cost allocation plan that is performed on an annual basis.  
Through the entire FY 2020, there are no amendments that cross the core groups.  For more activity within these groups, see 
Supplemental Information - Enterprise-wide Operations & Maintenance Department and Account Level Amendments (Addendum 
1). 
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Supplemental Information - Enterprise-wide Operations & Maintenance Account Type 

 
 
The table above presents the Operations & Maintenance budget by the major expense categories (account type).   
 
For additional detail and the explanation of the larger changes to the FY 2020 budget within these categories, see Supplemental 
Information - Enterprise-wide Operations & Maintenance Department and Account Level Amendments (Addendum 1).   
 
For an additional view of the Operations & Maintenance budget by expense category (account type) and by departmental level, 
see Supplemental Information - Enterprise-wide Operations & Maintenance Account Type and Departmental Level Amendments 
(Addendum 2).   
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Supplemental Information - Unallocated Reserve by Core Group 

 
 
An Unallocated Reserve account is established for each of the four core groups.  Budget is assigned to these accounts to cover 
expenditures not known at the time the budget is developed (merit increases, fluctuations within maintenance contracts and 
usage of utilities and chemicals, projects and initiatives not planned at the time the initial budget was developed, etc.).  It is 
GLWA’s internal budget directive for each area, group, and team to manage their needs to an amount within the initial budget.  
If required, an amendment is made from the unallocated reserve.  If an area does not require as much funding as was established 
in the original budget, that department’s budgeted expenses are reduced, and the unallocated reserve is increased. 
 
As we look toward the FY 2020 fiscal year-end, of the four core groups, the budget for Water System Operations is the closest to 
actual.  This group is being monitored closely. In running the activity report through June 21, 2020, the daily average actual 
expense is $177, 000 while the daily average budgeted expense is $180,000. 
 
For additional information on the FY 2020 changes to the unallocated reserve, see Supplemental Information - Enterprise-wide 
Operations & Maintenance Department and Account Level Amendments (Addendum 1).  
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Appropriation Level – Improvement & Extension Fund – Water System 

 
Appropriation Level – Improvement & Extension Fund – Water System Budget Amendment Explanation 
Revenues 
Water System Revenue Transfers In To match the amount available for transfer from FY 2020 revenue requirement based 

upon general operating fund performance. 
Earnings on Investments Has not been budgeted as there is a corresponding transfer of earnings back to general 

operating fund as allowed by the Master Bond Ordinance.  The net effect on the I&E Fund 
is zero as the earnings are budgeted and accounted for in the operating fund to lower 
revenue requirement for charges.  Amendment is for estimated amount. 

Net Use (Source) of Reserves This amount represents the net amount of revenues less expenses.  A negative amount 
represents an increase in reserves from current year activity rather than a use of reserves. 
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Appropriation Level – Improvement & Extension Fund – Water System Budget Amendment Explanation 
Expenditures 
Water System Revenue Transfers 
Out (Earnings on Investments) 

Has not been budgeted as there is a corresponding transfer of earnings back to general 
operating fund as allowed by the Master Bond Ordinance (so the net effect on the I&E Fund 
is zero).  Amendment is for estimated amount.  Amount offsets Earnings on Investments.  
Any variance between the two line items represents a timing difference. 

Capital Improvement Plan Projects – 
I&E Funded 

Represents projects in the Board adopted capital improvement plan (CIP) that do not meet 
the criteria for debt financing. 

Capital Outlay Overall decrease in spending than planned.  Partially driven by shift in organizational 
priorities as a result of the COVID-19 pandemic. 

Revenue Financed Capital – Transfer 
to Construction Fund 

Original budget presumed a certain level of capital spending which did not occur.  No 
transfer therefor necessary as sufficient bond funds exist and should be utilized first. 
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Appropriation Level - Improvement & Extension Fund – Sewer System 

 
 

Appropriation Level – Improvement & Extension Fund – Sewer System Budget Amendment Explanations 
Revenues 
Sewer System Revenue Transfers In To match the amount available for transfer from FY 2020 revenue requirement based 

upon general operating fund performance. 
Earnings on Investments Has not been budgeted as there is a corresponding transfer of earnings back to general 

operating fund as allowed by the Master Bond Ordinance.  The net effect on the I&E Fund 
is zero as the earnings are budgeted and accounted for in the operating fund to lower 
revenue requirement for charges.  Amendment is for estimated amount. 

Net Use of Revenues This amount represents the net amount of revenues less expenditures.  A negative amount 
represents an increase in reserves from current year activity rather than a use of reserves. 
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Appropriation Level – Improvement & Extension Fund – Sewer System Budget Amendment Explanations 
Expenditures 
Water System Revenue Transfers 
Out (Earnings on Investments) 

Has not been budgeted as there is a corresponding transfer of earnings back to general 
operating fund as allowed by the Master Bond Ordinance (so the net effect on the I&E 
Fund is zero).  Amendment is for estimated amount.  Amount offsets Earnings on 
Investments.  Any variance between the two line items represents a timing difference. 

Capital Outlay Overall decrease in spending than planned.  Partially driven by shift in organizational 
priorities as a result of the COVID-19 pandemic. 

Revenue Financed Capital – Transfer 
to Construction Fund 

No such transfer needed this year based upon level of binds funds available for capital 
improvement plan expenditures. 
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Appropriation Level – Construction Bond Fund – Water System 

 
 

Appropriation Level – Construction Bond Fund – Water System Budget Amendment Explanations 
Revenues 
Transfers from Improvement 
& Extension Fund 

The financial plan focuses on spending bond proceeds first for the capital improvement plan 
(CIP) then I&E funds.  The initial budget for FY 2020 anticipated a higher level of CIP spend than 
what has occurred.  Sufficient bond funds remain to pay for the actual expenditures; therefore 
no transfer will be needed for FY 2020. 

Bond Proceeds There were no water system bond proceeds for FY 2020. 
Grant Revenues 
(State Revolving Fund Loans) 

State revolving fund loan disbursements are on a reimbursement basis.  The amount and timing 
of funds fluctuates with project expenditures incurred.  Details related to the SRF projects are 
presented in the quarterly debt report.  The most recent quarterly debt report is presented in the 
May 2020 Audit Committee binder which provides details related to the SRF funding and 
associated projects. 

Earnings on Investments No amendment needed at this time. 

https://www.glwater.org/wp-content/uploads/2020/05/GLWA-Audit-Committee-combined-Binder-5.15.2020-Legistar-new.pdf
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Appropriation Level – Construction Bond Fund – Water System Budget Amendment Explanations 
Net Use of Revenues This amount represents the net amount of revenues less expenditures.  A “use of reserves” 

indicates a spend down of prior year reserves.  The amount has been amended to reflect 
eliminated need for I&E funds for FY 2020 (sufficient bond funds are available based upon a 
revised spend rate). 

Expenditures 
Capital Improvement Plan  After contracts are awarded at amounts variant from the CIP plan and more reliable 

anticipated spend data becomes available, the am ended budget for the current fiscal year may 
increase or decrease by way of “Capital Reserve” budget amendments. 

Capital Spend Rate 
Assumption Adjustment 

The Board of Directors adopts a capital spending ratio assumption (SRA) which allows the 
realities of capital program delivery to align with the financial plan.  The SRA is an analytical 
approach to bridge the total dollar amount of projects in the CIP with what can realistically be 
spent due to limitations beyond GLWA’s control and/or delayed for nonbudgetary reasons.  Those 
limitations, whether financial or non-financial, necessitate the SRA for budgetary purposes, 
despite the prioritization established.  Amendments to the spend rate assumption are made to 
align the projected financial use of resources with revised capital improvement plan spending 
forecasts.  The most recent quarterly construction work-in-progress report is presented in the 
June 2020 Audit Committee binder. 

 
 
  

https://www.glwater.org/wp-content/uploads/2020/06/GLWA-Audit-Committee-combined-Binder-6.19.2020-Legistar-email.pdf
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Appropriation Level – Construction Bond Fund – Sewer System 

 
 

Appropriation Level – Construction Bond Fund – Sewer System Budget Amendment Explanations 
Revenues 
Transfers from Improvement & 
Extension Fund 

The financial plan focuses on spending bond proceeds first for the capital improvement 
plan (CIP) then I&E funds.  Sufficient bond funds remain to pay for the actual 
expenditures; therefore no transfer will be needed for FY 2020. 

Bond Proceeds Based upon a) reduction in forecasted capital improvement program spend and b) 
increased availability of lower cost state revolving fund loans, the need for new bond 
proceeds for FY 2020 was eliminated. 

Grant Revenues 
(State Revolving Fund Loans) 

GLWA was able to utilize more of lower cost state revolving fund loans rather than 
requiring a new money bond transaction.  The most recent quarterly debt report is 
presented in the May 2020 Audit Committee binder which provides details related to the 
SRF funding and associated projects.   

Earnings on Investments Amount increased based upon higher investable balances available. 

https://www.glwater.org/wp-content/uploads/2020/05/GLWA-Audit-Committee-combined-Binder-5.15.2020-Legistar-new.pdf
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Appropriation Level – Construction Bond Fund – Sewer System Budget Amendment Explanations 
Net Use of Revenues This amount represents the net amount of revenues less expenditures.  A “use of reserves” 

indicates a spend down of prior year reserves.  The amount has been amended to reflect 
eliminated need for bond funds for FY 2020 (sufficient bond funds are available based 
upon a revised spend rate). 

Expenditures 
Capital Improvement Plan  After contracts are awarded at amounts variant from the CIP plan and more reliable 

anticipated spend data becomes available, the am ended budget for the current fiscal year 
may increase or decrease by way of “Capital Reserve” budget amendments. 

Capital Spend Rate Adjustment The Board of Directors adopts a capital spending ratio assumption (SRA) which allows 
the realities of capital program delivery to align with the financial plan.  The SRA is an 
analytical approach to bridge the total dollar amount of projects in the CIP with what 
can realistically be spent due to limitations beyond GLWA’s control and/or delayed for 
nonbudgetary reasons.  Those limitations, whether financial or non-financial, necessitate 
the SRA for budgetary purposes, despite the prioritization established.  Amendments to 
the spend rate assumption are made to align the projected financial use of resources with 
revised capital improvement plan spending forecasts.  The most recent quarterly 
construction work-in-progress report is presented in the June 2020 Audit Committee 
binder. 

 

https://www.glwater.org/wp-content/uploads/2020/06/GLWA-Audit-Committee-combined-Binder-6.19.2020-Legistar-email.pdf
https://www.glwater.org/wp-content/uploads/2020/06/GLWA-Audit-Committee-combined-Binder-6.19.2020-Legistar-email.pdf

