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TRANSMITTAL LETTER 
 
December 18, 2020 
 
Board of Directors 
Great Lakes Water Authority 
 
Dear Directors, 
 
We are pleased to present the Comprehensive Annual Financial Report (“CAFR”) for the Great Lakes 
Water Authority (“GLWA” or “Authority”) for the fiscal year which ended June 30, 2020.  This is 
GLWA’s fourth full 12-month fiscal year of operations since the Authority’s operational effective date 
of January 1, 2016.  Having four full years of financial information allows the GLWA team to 
demonstrate delivery of the high level of performance that we have pledged. 
 
GLWA’s financial statements were prepared in accordance with U.S. generally accepted accounting 
principles ("GAAP"), as promulgated by the Governmental Accounting Standards Board ("GASB") and 
audited by a firm of independent certified public accountants engaged by the GLWA Board of 
Directors.  This is consistent with the GLWA Articles of Incorporation and By-laws which require an 
annual audit of the Authority’s financial statements by independent certified public accountants. 
 
Responsibility for the accuracy of the data and the completeness and fairness of the presentation, 
including all disclosures, rests with GLWA management.  To the best of my knowledge and belief, the 
information contained in this report is accurate in all material respects and is reported in a manner 
designed to present fairly the financial position and results of operations of GLWA.  All disclosures 
necessary for the reader to gain an understanding of GLWA's financial activity have been included. 
 
GLWA management is responsible for establishing and maintaining an internal control structure 
designed to ensure that its assets are adequately safeguarded against loss, theft, or misuse and to 
maintain accurate and reliable financial records for the preparation of financial statements and the 
representations made by management. The internal control structure is designed to provide 
reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable 
assurance recognizes that: 1) the cost of internal controls should not exceed the benefits derived 
from the controls; and 2) the evaluation of costs and benefits requires management's exercise of 
judgment. To the best of my knowledge and belief, GLWA’s internal accounting controls adequately 
safeguard its assets and provide reasonable assurance of the proper recording of financial 
transactions in accordance with GAAP. 
 
Baker Tilly US, LLP, Certified Public Accountants, has been retained by GLWA to serve as its 
independent auditors and has issued an unmodified ("clean") opinion on GLWA's financial 
statements for the year ended June 30, 2020 with comparative amounts for June 30, 2019. 
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GAAP requires that management provide a narrative introduction, overview and analysis to 
accompany the basic financial statements in the form of Management's Discussion and Analysis 
("MD&A"). This letter of transmittal is designed to supplement the MD&A and should be read in 
conjunction with it. GLWA’s MD&A is located immediately following the independent auditors' 
report. 
 
Overview of GLWA 
 
GLWA is the result of a monumental collaboration among regional leaders.  Working to meet the 
needs of sustainable and affordable infrastructure, a memorandum of understanding was agreed 
upon on September 9, 2014 to form a regional water authority. Subsequently, GLWA was 
incorporated by the City of Detroit (“City”) and the counties of Macomb, Oakland and Wayne on 
November 26, 2014 pursuant to Act 233, Public Acts of Michigan, 1955, as amended.  At the time of 
GLWA’s incorporation, the City, through its Detroit Water and Sewerage Department (“DWSD”), was 
providing water supply services within and outside of the City through a water supply system and 
drainage and sewage disposal services within and outside of the City through a sewage disposal 
system. 
 
On June 12, 2015, the City and GLWA executed the Regional Water Supply and Sewerage Disposal 
System Leases (the Regional System Leases), transferring the regional water and sewage disposal 
facilities from the City to GLWA for an initial term of 40 years.  In addition, the City and GLWA entered 
into a Water and Sewer Services Agreement whereby GLWA provides water and sewer services to 
the City; the City then supplies these services to Detroit retail customers via the DWSD. 
 
The above agreements required the satisfaction of several conditions before becoming effective.  By 
January 1, 2016 (the operational Effective Date), those conditions were met and GLWA, under the 
terms of the Leases, became responsible for the assets, all bonded indebtedness, and operations for 
the regional water and wastewater systems. 
 
GLWA leases the regional water and sewerage disposal facilities from the City for an allocation of $50 
million per year to fund capital improvements for the City’s retail system and/or debt obligations. 
GLWA also funds a Water Residential Assistance Program (“WRAP”) to assist low-income residential 
households in enrolled member partner communities. 
 
Biennial budgets are prepared annually and approved by the Board of Directors.  Included with the 
biennial budget is a five-year financial plan.  A five-year capital plan is also prepared annually and 
approved by the Board of Directors. 
 
At GLWA, we define “member partner” as the, city, township, village, drainage district, authority or 
other public body corporate recognized by the state of Michigan that holds a wholesale water or 
wastewater services contract with GLWA and includes its staff and consultants. Our member 
partners are actively engaged with GLWA and supported by a facilitated outreach program to ensure 
open, ongoing, and proactive relationships. 
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Water System  
 
Our regional water system is one of the largest in the United States, both in terms of water produced 
and population served.  The system currently serves an area of 1,698 square miles with an estimated 
population of nearly 3.8 million or approximately 38 percent of Michigan’s population.  The water 
system has 88 member partners across 112 communities. 
 
The water supply system consists of three intake facilities, five water treatment plants, 19 booster 
pumping stations, 32 water storage reservoirs and a conveyance system with over 816 miles of 
transmission mains.  The facilities have the treatment capacity of 1,720 million gallons per day. 
 
The long-term strategy for the water system focuses on reliability, flexibility and cost effectiveness.  
The 2015 Comprehensive Water Master Plan has identified the ability to reduce the number of water 
treatment facilities in full operation at GLWA. Initially, for long-term capital expenditure avoidance, 
the plan has identified the repurposing of the Northeast Water Treatment Plant. To repurpose this 
facility into a reservoir and pump station, several capital projects, as identified Table IV-10 of the FY 
2021 - 2025 CIP, have been identified and are required to be completed. 
 
Below is the Water System service area map. 
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Wastewater System 
 
Our regional wastewater system is also one of the largest in the United States, both in terms of 
treatment capacity and population served.  The wastewater system currently serves an area of 944 
square miles with an estimated population of nearly 2.8 million or approximately 28 percent of 
Michigan’s population.  The wastewater system has 19 member partners across 79 communities. 
 
The wastewater system consists of one of the largest single-site water resource recovery facilities in 
the United States, three major interceptors, nine pump stations, eight Combined Sewer Overflow 
(“CSO”) Control Facilities, including five retention treatment basins and three flow-through type 
facilities, as well as a conveyance system with 195 miles of trunk sewers and interceptors. 
 
The long-term strategy for the wastewater treatment and sewage disposal system is a focus on 
regional efficiencies.  The 2020 Wastewater Master Plan (“WWMP”) was adopted by the Board in 
September 2020. The WWMP was created with incredible energy, insight, and direction from a broad 
cross section of our member partners working collaboratively with our team members and 
consultants and other regional stakeholders. The focus, approach and outcomes of the plan 
demonstrate the true spirit of the One Water Partnership that GLWA and our member partners are 
committed to for the benefit of southeast Michigan. The 40-year master plan focuses on water quality, 
leveraging the entire region’s existing infrastructure, maximizing the use of dynamic wet weather 
operations, strategic use of green infrastructure, addressing changes in weather patterns and rain 
event intensities, extensive system modeling including surface water and wastewater treatment, 
evaluation of resource recovery options and energy reduction opportunities.   
 
Below is the Wastewater System service area map. 
 



v 
 

 
 
Key Financial Highlight – Bond Refunding Savings  
 
As interest rates continued to decline during FY 2020, the possibility of a successful advance 
refunding transaction later became a reality - despite the challenges presented by the COVID-19 
Pandemic.   
December 2019 - The bond financing team is assembled, and initial planning meeting is held. 
 
Early March 2020 – Presentations were made to each rating agency with successful outcomes. 

 
Standard & Poors affirmed GLWA’s senior lien water system at AA- and its second lien water 
system rating at A+. Both the water and sewer senior and second lien bonds were assigned a 
stable outlook.  S&P cited several strengths: as a wholesaler serving a large area, GLWA is not 
dependent on any single entity to fulfill its financial commitments, comprehensive budgeting 
practices, and a Capital Improvement Plan (“CIP”) that is forward-looking and not tied to any 
regulatory compliance mandates. Both the senior and second liens were assigned a stable 
outlook. The rating agency upgraded GLWA’s senior lien sewer system rating by one notch to 
AA- and its second lien sewer system was increased by one notch to A+. 
     
Moody’s Investors Service upgraded both GLWA’s water system and sewer system senior lien 
ratings one notch to A1 and both its second lien ratings one notch to A2. Moody’s cited 
GLWA’s strong operating trends, healthy liquidity, and an “experienced management team 
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[that] remains committed to measured revenue growth through annual revenue requirement 
increases, while at the same time maintaining an affordable rate structure ...”. The ratings 
outlook for both water and sewer senior and second lien bonds remain stable.   

 
Fitch Ratings also upgraded both system bond ratings, raising GLWA’s ratings for its water 
system and sewer system senior lien bonds by one notch to A+, and its second lien bonds by 
one notch to an A. The credit outlook for both water and sewer senior and second lien bonds 
are stable. In its report, Fitch said the improvement in its credit outlook for GLWA, “reflects 
sustained improvement to the Authority’s financial profile,” citing stable charge setting 
practices, accumulation of cash reserves, and prospects for achieving or beating expectations 
help to insulate GLWA from potential credit risks. Fitch also cited GLWA’s plans to use pay-
as-you-go capital funding to moderate debt levels as a key factor in this outlook adjustment.  

 
Mid/Late March 2020 – The World Health Organization declared a pandemic on March 11, 2020, 
following the outbreak of COVID-19, a respiratory disease caused by a novel strain of coronavirus. 
Then, on March 13, 2020, President Donald Trump declared a national emergency to unlock federal 
funds to help states and local governments fight the pandemic. Subsequently, on March 28, 2020, 
President Trump, at the request of Michigan Governor Gretchen Whitmer, declared that a major 
disaster exists.  This crisis created to a volatile municipal bond market and varying concerns by credit 
analysts of water sector financial outlook. GLWA was, therefore, in position to pause the 
contemplated refunding and new money transaction.  
 
Concurrently, GLWA was proactively managing through the COVID-19 challenges utilizing an 
emergency management plan framework while focusing on GLWA’s long-term operational and 
financial stability. In addition to expense reductions to offset potential reductions in water sales, at 
the recommendation of the Authority’s administration, the GLWA Board of Directors voted to defer 
the previously approved service charge increase from July 1, 2020 until October 1, 2020 to support 
member partner communities who are facing increased expenses and/or cashflow needs due to the 
pandemic.  
 
Late April 2020 - As the market showed favorable signs of stability, GLWA prepared to return to the 
bond market.  The recently upgraded ratings remained in place, despite the events of the prior 45 
days. On April 29, 2020 S&P issued a ratings bulletin, Great Lakes Water Authority, MI Ratings 
Unaffected by COVID-19 Pandemic, stating that the AA- rating on the senior lien water supply system 
bonds and the A+ rating on the second-lien revenue bonds had not been affected by the COVID-19 
pandemic. S&P noted that GLWA took actions to maintain budgetary balance to date and has 
identified further actions depending on the length of the declared emergency in Michigan and the 
United States.   
 
May 2020 - GLWA executed a successful refunding transaction on May 12, 2020, of $463.1 million of 
Water Supply System Revenue Bonds (with $377.5 million in refunding bonds and $85.6 million for 
the DWSD local system in new money achieving a very favorable arbitrage yield of 2.98% for 30-year 
debt and generating nearly $100 million for local system water system capital improvements).  The 
net present value savings from the refunding transaction was $66.5 million for the water fund. There 
was outstanding investor participation with over $1.6 billion in orders for the combined preliminary 
pricing total of $443 million in bonds (3.6x oversubscribed). This resulted in a mid-day repricing and 
allowed us to achieve even greater savings for the refunding and to further lower the borrowing rate 
for the new money bonds for DWSD capital improvements. 
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June 2020 - A second successful refunding was completed on June 16, 2020 of $687.5 million of 
Sewage Disposal System Revenue Bonds. The net present value savings from the refunding 
transaction was $122.9 million for the sewage disposal fund. Like the water system transaction, there 
was outstanding investor participation with over $4.3 billion in orders for the total of $687.5 million 
in bonds (6.3x oversubscribed).  Given the taxable (rather than tax exempt) nature of the bonds, 
investors from Canada, Norway, Britain and Taiwan also participated in the transaction. 
 
Pattern of Delivering What We Promise - This financial achievement, which occurred with maintaining 
system reliability and quality during an emergency event, demonstrates the strength, stability, and 
best-in-class performance that the regional stakeholders and leadership team envisioned when the 
concept of a regional authority emerged in 2014.  Further, we believe that our transparency and 
accessibility in addressing questions from rating agencies, as well as investors, contributed to 
successful outcomes in uncertain times.  The result is rating agency improvements since the 
operational effective date of the Authority.  Moody’s Investor Services has increased the ratings 5 
notches and both Standard & Poor’s and Fitch Ratings have increased the ratings 4 notches. 
 
One Billion in Savings Reached - Within a relatively short period of time, the path toward financial 
stability through optimizing the debt portfolio has resulted in over $1 billion in cashflow savings over 
the remaining life of the debt at the time of the refunding – with nearly 72% of those savings achieved 
since the operating effective date of GLWA.  In addition, restricted cash for debt reserves has 
decreased nearly $160 million.  These savings have a material impact on GLWA’s ability to control 
annual charge adjustments at an amount well below the consumer price index.  Further, the required 
level of restricted cash has declined as the structure of the outstanding debt has been optimized as 
part of a long-term strategy as shown in the table below.  This frees up additional cash for capital 
improvements. 
 

 
 

FY 2020 FY 2019 FY 2017

Total Since 
Inception 

January 1, 2016

Period Ended 
December 31, 

2015 FY 2015
Total FY 2015 to 

FY 2020

Cash Flow Savings

Water Fund 103,077$ 30,880$ 185,424$ 319,381$           16,390$             138,696$           474,467$             
Sewer Disposal Fund 221,040   54,049   123,711   398,800             21,884               106,813             527,497               

Total Cash Flow Savings 324,117$ 84,929$ 309,135$ 718,181$           38,274$             245,509$           1,001,964$          

Economic Gain - Net Present Value Savings

Water Fund 66,489$   24,897$ 120,781$ 212,167$           13,003$             56,956$             282,126$             
Sewer Disposal Fund 122,881   34,519   71,155     228,555             13,226               56,589               298,370               

Total Economic Gain 189,370$ 59,416$ 191,936$ 440,722$           26,229$             113,545$           580,496$             

Cumulative Savings from Bond Refunding Transactions  ($000)

GLWA
DWSD (Implementation period of 
Memorandum of Understanding)
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FY 2020 Results 
 
GLWA is committed to ensuring the long-term sustainability of the water and sewage disposal 
systems.  Beyond the FY 2020 bond refunding program noted, below are key financial highlights from 
FY 2020. 
 
1. Liquidity - Strong liquidity with 1,086 days cash on hand for the water system and 593 days for 
the sewage disposal system as shown on the Schedule of Days Cash in the supplementary 
information. 
 
2. Debt Service Coverage - Excellent debt service coverage for both the water and sewage disposal 
funds.   The water fund reports debt coverage for senior lien bonds at 1.98 times and all bonds at 1.43 
times.  The sewage disposal fund reports debt coverage for senior lien bonds at 2.16 times and all 
bonds at 1.30 times.  Detail for all debt types can be found in the Debt Service Coverage schedule in 
the statistical section.  
 
3. Revenue Stability – Predictable wholesale budgeted with actual revenues within 0.46 percent 
($1.4 million) more than budget for the water system and 0.14 percent ($0.4 million) less than budget 
for the sewage disposal system.  The Schedule of Revenue Requirements in the Supplementary 
Information section provides more information related to the basis for which we establish service 
charges compared to actual results. 
 
4. Controlled Operations Spending Results in Positive Overall Budget Variances – Both the 
water and wastewater operations controlled their spending within 5% as shown in the Schedule of 
Operations and Maintenance Expense for each system in the Supplementary Information section. 
Both systems had overall positive budget variances of $7.5 million for the water fund and $11.3 
million for the sewage disposal system as shown in the Schedule of Revenue Requirement for each 
system in the Supplementary Information section. Generally, the overall positive budget variances 
will be directed toward future years’ pay-as-you go capital funding. 
 
 
Solid Foundation for Sustainability 
 
As GLWA matures as an organization, the connections that our team members have with each other, 
and with our many stakeholders, is evident.  This is most noticeable when you see the passion of 
multi-disciplinary teams, working through the development of a long-term plan that encompasses 
engineering, operations, finance, and many others to chart the course for the future – while never 
forgetting about the end-consumer and the environment.  Below are topics that we cover when 
talking about GLWA.  At the core of each item is a connection between our stakeholders and a 
foundational element of sustainability. 

June 30, 2020 June 30, 2019 June 30, 2018 June 30, 2017 June 30, 2016 June 30, 2015 June 30, 2014

Water Fund 4,361$            16,353$          20,970$          21,547$          46,541$          46,333$          77,920$          
Sewer Disposal Fund 18,903            52,206            64,830            65,975            89,587            89,237            105,556          

Total Debt Reserves 23,264$          68,559$          85,800$          87,522$          136,128$        135,570$        183,476$        

Restricted Cash Required for Debt Reserves  ($000)
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Stable Revenues with Modest Charge Adjustments - GLWA balances steady and controlled Operations 
and Management budget requests for the short-term, while continuing to focus on increasing cash 
reserves for capital investment and decreasing long-term liabilities.  This provides stability in the 
cost of supply for our member partners. See Schedule 3 in the Statistical Section which provides the 
history of charge adjustments. The water and sewer system charge structure, developed 
collaboratively with member partners, supports a high degree of financial stability.  The Water 
System revenues are set using a methodology with a basis of 60 percent fixed monthly charge and 40 
percent commodity consumption using a 36-months historical average usage. Proof of that stability 
gained is that actual wholesale customer revenue for 2020 was 98.9% of budget despite a reduction 
in water sales volumes of over 5% compared to the 2018 volumes, upon which the budgeted 2020 
sales volumes were based.  The sewer system charge revenues are 100 percent fixed monthly billing 
based on each member partner’s share of the annual forecasted revenue requirement.  As we are 
presently looking forward to the FY 2022 financial planning cycle, a new, further simplified sewer 
charge methodology will be implemented which was developed by GLWA team members, advisors, 
and member partners over the past two years.  This was recently presented to the Board of Directors 
on November 25, 2020. 
 
Bondholder Protections - All GLWA and DWSD customer payments are deposited to Bond Trustee 
Accounts and are disbursed in accordance the Master Bond Ordinance (MBO) flow of funds. 
 
Defined Contribution Benefit Plans - All employee benefit plans are defined contribution which 
provide shorter term vesting and flexibility for the employee while creating zero risk on unfunded 
liabilities for GLWA. 
 
Flexible Capital Program - The majority of the GLWA FY 2021 –2025 five-year capital improvement 
plan (“CIP”) is driven by optimizing the system and fostering innovation.  There are no projects in the 
water system or sewer system CIP which have costs that will be incurred during FY 2021 to 2025 
that are driven by mandated permit requirements.  The water system CIP calls for $701.6 million of 
major capital expenditures over the next five fiscal years (2021-2025) and the sewer system CIP calls 
for $554.6 million of capital expenditures over the same time period.  The staff from Michigan 
Department of Environment, Great Lakes, and Energy (“EGLE”) regularly engage with GLWA on 
capital project matters to ensure alignment and open dialog to achieve optimal results. 
 
Regulatory Stability – GLWA’s National Pollutant Discharge Elimination System (“NPDES”) permit 
was issued July 1, 2019.  A key feature is that it enables an integrated planning framework as well as 
gray infrastructure construction deferred for two permit periods to allow GLWA time to demonstrate 
strategies from the wastewater master plan. 
 
Payment Assistance Program - The Water Residential Assistance Program (WRAP) set aside $4.1 
million of resources to support customer assistance needs in the region for the year ended June 30, 
2020.  Services include payment assistance, consumption audit, basic plumbing repairs, conservation 
education, and limited lead fixture replacement.  This means that qualified households can receive 
payment assistance, as well as take steps to sustainably reduce their bills in the future.  Embracing 
the spirit of continuous improvement, in late FY 2020, we assessed the program to identify better 
performance measures and ensure that eligible residents throughout the service can readily access 
the program.  During FY 2021, we are working with service agency partners to expand the base of 
constituency served to address these goals. 
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Workforce Development - As a significant number of employees in the water service sector prepare 
for retirement, GLWA is focused on workforce development and succession planning.  In September 
2020, the Apprenticeship Program for Electrical Instrumentation Control Technicians (EICT-I) 
graduated 20 apprentices from the three-year training program for EICT-I certification.  Nineteen 
accepted full-time positions with GLWA.  This program, which operates in conjunction with the U.S. 
Department of Labor, was expanded in January 2019 to include a new three-year apprenticeship 
program for 20 maintenance technicians. In February 2020, a five-year EICT-E (electrician) 
apprenticeship program was launched. 
 
Business Inclusion and Diversity Initiative - On November 25, 2020, the GLWA Board of Directors 
approved an amendment to the procurement policy the establishes the submission of a diversity plan 
for all procurements over $1 million to ensure that the vendor community is aligned with GLWA’s 
values for a diverse vendor base.  The amendment also provides incentives to business located in our 
state, services area, and in economically disadvantaged communities among out member partner 
communities.  The launch of the Business Inclusion & Diversity (“BID”) program significantly 
strengthens the Small Business Initiative and the Strategic Alliance Memorandum executed with the 
United States Small Business Administration (“SBA”) in 2018 to meet the needs of the small business 
community and engagement in GLWA business opportunities.  
 
Governance Structure that Supports Collaboration - GLWA’s Board of Directors consists of six 
members.  Two members are appointed by the mayor of the City of Detroit, one member is appointed 
by each chief executive of the three counties (Macomb, Oakland, and Wayne), and one member is 
appointed by the governor of the state of Michigan.  The governor’s appointee represents other 
suburban customer areas outside the tri-county service area, and that appointee must reside within 
that geographic area. 
 
One Water Partnership - In September 2017, the first One Water Partnership Agreement was signed 
by GLWA and its member partners. This historic agreement outlines the mutual commitments to 
working together for the greater good of the region and details the responsibilities of all parties to 
moving the agreement forward. A critical addition to the agreement is the development of a multi-
jurisdictional, multi-agency approach to infrastructure renewal and investment. 
 
Recognition Among Our Peers 
 
Leading Utilities of the World Membership – In 2019, GLWA was invited to become a part of the 
Leading Utilities of the World (“LUOW”) initiative. LUOW is a network of the world's most successful, 
forward-thinking and innovative water and wastewater utilities. Created to help drive performance 
across the service sector, GLWA is one of just 49 global utilities inaugurated into the initiative since 
it was founded in 2017. These utilities represent a “gold standard” of utility innovation and 
performance. The network provides a platform to share ideas and challenges, and to inspire 
innovation.  
 
The basis for GLWA’s acceptance into the network included key achievements: a) Network Operation 
via public agency collaboration to address service redundancy for the city of Flint and communities 
in Genesee, Lapeer and St. Clair Counties; b) Environmental Impact Improvements with the 
retirement of six incinerators at the Authority’s Water Resource Recovery Facility and resulting 
beneficial reuse of biosolids via a public-private partnership Biosolids Dryer Facility; c) completion 
of the Rouge River Outfall project addressing a long-term water quality improvement objective at a 
fraction of the cost of prior approaches; and, d) in the area of Human Resource 
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Development/Stakeholder Engagement, GLWA’s apprenticeship programs and One Water Institute 
supporting GLWA and member partners’ team member development needs. 
 
Platinum Award for Utility Excellence - In October 2020, GLWA received the Platinum Award for 
Utility Excellence from the Association of Metropolitan Water Agencies (“AMWA”). The national 
award recognizes the exceptional performance of public drinking water utilities where management 
vision and employee commitment create sustainable utilities producing ample supplies of clean, safe 
drinking water.  To be invited by AMWA to apply for the Platinum Award, a utility must first win the 
association's Gold Award, which GLWA received in 2017. It must then, over the next three years, 
exhibit measurable progress in implementing the industry standard 10 Attributes of Effective Utility 
Management and Keys to Management Success, as well as a distinctive level of management expertise 
and expanded utility achievement.  
 
Partnership for Safe Water (“PSW”) Award - GLWA’s Water Works Park received the “2019 Directors 
Award for Water Treatment” from PSW, a program developed by the EPA, American Water Works 
Association (“AWWA”), and associated partner organizations to guide water systems toward 
improving water quality by optimizing system operations. GLWA was one of six select groups in the 
nation honored in this category for its long-term commitment to innovation, outstanding 
performance achieved and environment and public-health protection. The PSW awards program 
recognizes utilities who demonstrate an outstanding commitment to delivering superior quality 
drinking water to customers, directly aligning with GLWA’s commitment to providing water of 
unquestionable quality. In 2016, three GLWA facilities including Lake Huron, Northeast and 
Southwest received this important designation from PSW. 
 
Hub Utility – In April 2019 GLWA was invited to participate as a national hub model in Hub Utility  
program which was initiated by the Environmental Protection Agency.  The concept is peer-to-peer 
assistance to assure safe, sustainable water services.  Demonstrated successes to-date include joint 
capital planning and execution; the One Water Institute, for GLWA team members and member 
partners’ staff a no- or low-cost,  that provides academies for operations, technology, safety, and 
leadership training; local distribution system artificial intelligence platform leveraging GLWA’s live 
network data; real-time data and dashboards for coordinated wastewater operations; providing 
GLWA’s corrosion study for use by local systems to comply with lead and copper rule; joint 
emergency planning and exercises (local, state, and federal); and several others, with the list 
continuing to grow. 
 
Utility of the Future Today – A group of five national professional organizations, led by the National 
Association of Clean Water Agencies (“NACWA”) has recognized GLWA as a Utility of the Future 
Today for the third consecutive year.  The award is given to water systems for transforming 
operations through innovations and technology.  GLWA won in 2020 for its commitment to and 
innovation in watershed stewardship. 
 
Government Finance Officers Association Distinguished Budget Presentation Award – The Government 
Finance Officers Association of the United States and Canada (“GFOA”) presented a Distinguished 
Budget Presentation Award to Great Lakes Water Authority, Michigan, for its Biennial Budget for the 
biennium beginning July 1, 2019. To receive this award, a governmental unit must publish a budget 
document that meets program criteria as a policy document, as a financial plan, as an operations 
guide, and as a communications device. 
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Government Finance Officers Association Certificate of Achievement for Excellence in Financial 
Reporting - GFOA has awarded the Certificate of Achievement for Excellence in Financial Reporting 
to Great Lakes Water Authority for its comprehensive annual financial report (“CAFR”) for the fiscal 
year ended June 30, 2019. The CAFR has been judged by an impartial panel to meet the high standards 
of the program, which includes demonstrating a constructive "spirit of full disclosure" to clearly 
communicate its financial story and motivate potential users and user groups to read the CAFR. The 
Certificate of Achievement is the highest form of recognition in the area of governmental accounting 
and financial reporting, and its attainment represents a significant accomplishment by a government 
and its management. 
 
COVID-19 Pandemic 
GLWA has implemented a COVID-19 response policy to maintain the health and safety of its team 
members, the quality and continuity of its operations, provide water of unquestionable quality and 
safe and sanitary wastewater services to the region.  GLWA will utilize the best available information 
and resources to respond to the COVID-19 pandemic to offer protection to its team, engage the 
vendor community to align with all safety protocols, and always preserve the quality and continuity 
of its essential operations.   
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Great Lakes Water Authority
Detroit, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities, and each major fund of
the Great Lakes Water Authority, as of and for the year ended June 30, 2020, and the related notes to the
financial statements, which collectively comprise the Great Lakes Water Authority's basic financial statements as
listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control over financial reporting relevant to the Great Lakes Water
Authority's preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the
Great Lakes Water Authority's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

1
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities, and each major fund of the Great Lakes Water Authority as of
June 30, 2020 and the respective changes in financial position and cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and the required supplementary information as listed in the table of contents be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the management's discussion and
analysis and the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Great Lakes Water Authority's basic financial statements. The supplementary information as listed
in the table of contents is presented for purposes of additional analysis and is not a required part of the basic 
financial statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the supplementary information is fairly stated in all material respects, in
relation to the basic financial statements as a whole.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Great Lakes Water Authority's basic financial statements. The introductory and statistical sections
are presented for purposes of additional analysis and are not a required part of the basic financial statements.
Such information has not been subjected to the auditing procedures applied in the audit of the basic financial
statements, and accordingly, we do not express an opinion or provide any assurance on it.

Prior-Year Comparative Information

We have previously audited the Great Lakes Water Authority's 2019 financial statements, and we expressed
unmodified audit opinions on the respective  financial statements of the business-type activities, and each major
fund in our report dated December 20, 2019. In our opinion, the summarized comparative information presented
herein as of and for the year ended June 30, 2019, is consistent, in all material respects, with the audited
financial statements from which it has been derived.

2



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 18, 2020
on our consideration of the Great Lakes Water Authority's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Great Lakes Water Authority's internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the Great Lakes
Water Authority's internal control over financial reporting and compliance.

Baker Tilly US, LLP
Madison, Wisconsin
December 18, 2020
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June 30, 2020

The management of the Great Lakes Water Authority (GLWA or Authority) presents this discussion and 
analysis of GLWA’s financial position and changes in financial position as of and for the fiscal year ended June 
30, 2020. The Management’s Discussion and Analysis (MD&A) should be read in conjunction with GLWA’s
basic financial statements and the related notes to the financial statements in addition to the transmittal letter 
provided in this report.  

Introduction to the Great Lakes Water Authority

The regional water system is one of the largest in the United States, both in terms of water produced and 
population served. The Water System currently serves an area of 1,698 square miles located in eight Michigan 
counties and an estimated population of nearly 3.8 million or approximately 38% of Michigan’s population. 
Suburban wholesale service contracts comprise approximately 82% of the population served by the Authority 
while the retail water customers served by the City of Detroit Water and Sewerage Department (DWSD) 
comprise the remaining 18%.

The regional sewage disposal system is also one of the largest in the United States, both in terms of treatment 
capacity and population served. The Sewage Disposal System currently serves an area of 944 square miles 
located in three Michigan counties and an estimated population of nearly 2.8 million or approximately 28% of 
Michigan’s population. Suburban wholesale service contracts comprise approximately 76% of the population
served by the Authority, while retail sewer customers served by DWSD comprise the remaining 24%.

GLWA began operations on January 1, 2016. This fiscal year ended June 30, 2020 report represents the fourth
full twelve-month report for GLWA. Comparative information for the fiscal year-ended June 30, 2019 has been 
provided for Total Business-Type activities in the basic financial statements. Three years of data is provided 
in condensed format in this management’s discussion and analysis. 

Creation of a Regional Authority

The creation of a regional water authority was an outcome of the City of Detroit’s Chapter 9 Bankruptcy.
Collaboration among regional stakeholders, supported by mediation proceedings, resulted in a “Memorandum 
of Understanding Regarding the Formation of the Great Lakes Water Authority” signed on September 9, 2014 
by the mayor of the City of Detroit, the chief executives of Wayne, Oakland, and Macomb counties, and the 
governor of the State of Michigan. The agreement established a framework for a regional water and sewer
authority to be established pursuant to Act 233, Public Acts of Michigan, 1955, as amended. The purpose of
GLWA is to operate, control, and improve the regional assets of both the Water System and Sewage Disposal
System owned by the City and which were operated by DWSD. The purpose of DWSD is to be the service
provider for the retail system, which is largely the City of Detroit customer base, including a few retail customers
located just outside the City of Detroit. 
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Subsequently, on June 12, 2015, the City of Detroit and GLWA entered into a Regional Water Supply Lease, 
a Regional Sewage Disposal Lease (collectively the “Regional System Leases”) and a Water and Sewer 
Services Agreement (“WSSA”). Prior to implementation of the Regional System Leases, several conditions 
precedent were necessary to establish the financial and legal parameters before GLWA could assume control 
of the Regional Systems. Those conditions precedent included execution of the Regional System Leases, 
WSSA, a Shared Services Agreement, and a Detroit General Retirement ("GRS") pension agreement; 
adoption of a Master Bond Ordinance ("MBO") for both the Water System and the Sewage Disposal System; 
confirmation from the Michigan Department of Environmental Quality (now known as the Michigan 
Environment, Great Lakes and Energy Department)  that all permits were secured for the Leased Facilities; 
certification from the bond trustee that no less than 51 percent of bondholders of the outstanding DWSD Water 
Bonds and DWSD Sewer Bonds, respectively, consented to the adoption by GLWA of the Master Bond 
Ordinance ("MBO") for the Water System and the Sewage Disposal System and to the assumption by GLWA 
of the outstanding DWSD Water Bonds and DWSD Sewer Bonds on the Effective Date; certification from the 
feasibility consultant that GLWA had the ability to issue at least one dollar of additional indebtedness at each 
level of lien priority pursuant to the Additional Bonds Test set forth in the MBO for each system; legal opinions 
that each Regional System Lease is valid, binding, and enforceable and that the rates adopted by DWSD for 
fiscal year 2016 for the wholesale and City customers were binding and effective; and all necessary consents 
to the assignment of the wholesale customer contracts. On December 17, 2015, the GLWA Board of Directors 
determined that all conditions precedent were satisfied to commence operations on January 1, 2016.

Since GLWA assumed the outstanding bonded indebtedness, retail customer revenues are pledged for 
payment of outstanding bonded indebtedness assumed by GLWA. For this reason, pursuant to the terms of
the Regional System Leases, DWSD is GLWA’s agent for retail billing, collections and enforcement. 
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Activity for the Regional System Leases was recorded based upon GASB 69, Government Combinations and 
Disposals of Government Operations. Accounting for the regional system leases under GASB 69 resulted in 
the following Statement of Net Position categories.  An explanation of those categories and how they relate to 
the establishment of the Authority’s opening Statement of Net Position is below.

Capital Assets: Capital assets acquired were recorded at “acquisition value” based upon an inventory 
valuation performed by a certified appraisal firm as of January 1, 2016. This resulted in an overall increase 
in capital asset value from the predecessor entity’s historical cost. Accordingly, the depreciable lives were
reviewed and, in several cases shortened, which has increased annual depreciation expense.

Bonded Indebtedness: The outstanding bonded indebtedness of the predecessor entity was assumed in 
its entirety by GLWA. GASB 69 also required debt to be recorded at acquisition value.

Net Pension Liability: The net pension liability represents the Regional Systems’ share of the frozen,
defined benefit City of Detroit GRS pension assigned to DWSD in the City of Detroit’s Chapter 9 Bankruptcy 
Plan of Adjustment. On January 24, 2017, the parties agreed that 70.3 percent of the liability was allocable 
to the GLWA regional operations and 29.7 percent to DWSD and is the basis of allocation for future pension 
contributions. That net pension liability is further subdivided between the Water System and the Sewage
Disposal System for each entity.

Obligation Payable: The obligation payable represents the Regional Systems’ share of the B and C Note 
Obligations assigned to DWSD in the City of Detroit’s Chapter 9 Bankruptcy Plan of Adjustment. The B 
and C Note Obligations refers to the debt service on City of Detroit Financial Recovery Bonds dated 
December 10, 2014. Those bonds were issued to satisfy claims relating to the City’s pension obligation 
certificates and postemployment healthcare benefits. GLWA’s portion of the liability was estimated at 71.42 
percent of the total DWSD liability.

Beginning Net Position: The acquisition value of assets acquired exceeded the liabilities assumed by 
$736.5 million in total with $457.9 million attributable to the Water System and $278.6 million attributable 
to the Sewage Disposal System. In accordance with GASB 69, the opening capital assets were adjusted 
by an amount to establish a total net position of zero as of January 1, 2016.

Contractual Obligation Receivable: This represents DWSD’s allocable portion of the long-term bonded 
indebtedness assumed by GLWA on January 1, 2016. This receivable is amortized annually in an agreed
upon amount that approximates debt service. If new debt is issued on behalf of DWSD, the receivable is 
increased.

Lease Payable: The lease payable is the net present value of the lease payment of $50 million per year 
for 40 years payable to the DWSD with $22.5 million paid to the DWSD local water system and $27.5 
million paid to the DWSD local sewer system based on a 4.17% borrowing rate for both systems.
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Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial 
statements. The basic financial statements are comprised of the following: 

The statement of net position presents information on the Authority’s assets, deferred outflows of resources,
liabilities, and deferred inflows of resources, with the residual reported as net position.

The statement of revenues, expenses and changes in net position presents information showing how the 
Authority’s net position changed during the year. All changes in net position are reported as soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, 
revenues and expenses are reported for some items that will result in cash flows in future fiscal periods.

The statement of cash flows provides information about the Authority’s cash receipts, cash payments and net
changes in cash and cash equivalents resulting from operating, investing and capital and non-capital financing
activities for the fiscal year.

The notes to the financial statements provide additional information that is essential to a full understanding of 
the data provided in the basic financial statements.

This report also contains other supplementary information in addition to the basic financial statements 
themselves. These schedules provide additional financial, budgetary, statistical, trend, and economic 
information that may be helpful to the readers of these financial statements.

The Authority presents a combining statement for each system in the supplementary financial information
classified into three categories that align with the Authority’s strategic and budgetary focus of managing capital 
investment for both the Regional Water System and Regional Sewage Disposal System: 1) operation and 
maintenance (low capital investment), 2) improvement and extension (moderate capital investment and 
financial mechanism to lower borrowings and the related cost of capital over the long term), and 3) construction 
projects (high capital investment). The water and sewage disposal funds together comprise the activity of 
these three categories of the Authority in total. The separate water and sewage disposal funds are required 
by the MBO. A separate credit rating is established for each fund and services provided to the member partner 
communities by each system are separate and distinct (although many may geographically overlap). 

Financial Analysis

Summaries of the basic financial statements and related commentaries are presented below.

Net Position

Net position is defined by the accounting standards as the residual of all other elements presented in a 

 A net deficit occurs when the liabilities and deferred inflows
exceed assets and deferred Deferred inflows and deferred outflows generally relate to financing 
activity and GLWA’s share of the GRS pension obligation. In total, GLWA ended June 30,2020 with a $221.6
million net deficit. The net deficit for the water fund was $96.4 million and $125.2 million for the sewage disposal
fund. The deficit for June 30, 2019 was $76.9 million for the water fund and $123.9 million for the sewage 
disposal fund for a total deficit of $200.8 million.
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In fiscal year 2019 the calculation of the components of net position was reassessed which is the main reason 
for the large net position variances between 2019 and 2018. The Regional System Leases liability was 
analyzed pursuant to the application of GASB 69 to record the acquisition and the net position components of 
the acquired water and sewage disposal systems.  In previous years the liability for the Regional System 
Leases were entirely included in the unrestricted deficit calculation. Starting with fiscal year 2019 the Regional 
System Leases payable are now allocated among the net position components based on the net position 
components as of the operational effective date of January 1, 2016. The impact is a reclassification within net 
position categories only. 

There are three general components of a net position or deficit: 1) net investment in capital assets (in its 

2020 2019 2018 Amount Percent Amount Percent

Assets
Current assets 1,071,115,533$ 985,511,094$ 880,121,228$ 85,604,439$ 8.7% 105,389,866$ 12.0%
Restricted assets 87,325,090 245,163,552 341,961,047 (157,838,462) -64.4% (96,797,495) -28.3%
Capital assets 4,408,912,610  4,534,188,908  4,690,263,860  (125,276,298) -2.8% (156,074,952)  -3.3%
Other noncurrent 
assets 1,105,369,288  1,058,739,534  992,399,584 46,629,754 4.4% 66,339,950 6.7%

Total assets 6,672,722,521  6,823,603,088  6,904,745,719  (150,880,567) -2.2% (81,142,631) -1.2%

Deferred outflows of 
resources 217,096,999 273,596,423 332,991,599 (56,499,424) -20.7% (59,395,176) -17.8%

Liabilities
Current liabilities 308,601,229 326,966,513 283,126,328 (18,365,284) -5.6% 43,840,185 15.5%
Long-term debt 5,474,913,736  5,630,571,800  5,714,095,283  (155,658,064) -2.8% (83,523,483) -1.5%
Net pension liability 132,909,889 131,981,165 178,961,907 928,724 0.7% (46,980,742) -26.3%
Other liabilities 1,085,096,155  1,099,963,158  1,113,876,457  (14,867,003) -1.4% (13,913,299) -1.2%

Total liabilities 7,001,521,009  7,189,482,636  7,290,059,975  (187,961,627) -2.6% (100,577,339)  -1.4%

Deferred inflows of 
resources 109,876,014 108,541,496 126,432,107 1,334,518 1.2% (17,890,611) -14.2%

Net position
Net investment in 
capital assets (311,137,102) (228,867,586) 350,745,726 (82,269,516) 35.9% (579,613,312)  -165.3%
Restricted for debt 
service        105,282,969 146,977,835 125,235,904 (41,694,866) -28.4% 21,741,931 17.4%
Restricted for capital 
acquisition      - - 243,238,577 - 0.0% (243,238,577)  -100.0%

Restricted for 
payment assistance 
program             8,988,078 8,001,369 5,771,110 986,709 12.3% 2,230,259 38.6%
Unrestricted (deficit)   (24,711,448) (126,936,239) (903,746,081) 102,224,791  -80.5% 776,809,842 -86.0%

Total net position (221,577,503)$ (200,824,621)$ (178,754,764)$ (20,752,882)$ 10.3% (22,069,857)$ 12.3%

Change 2020 vs 2019Fiscal Year Change 2019 vs 2018
Net Postion
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simplest form, capital assets acquired less debt incurred to acquire those assets); 2) restricted (such as legally 
required bond reserves or net proceeds from bonds restricted for capital spending); and 3) unrestricted.

Net investments in capital assets is the largest component of the net position with a deficit balance of $311.1
million ($197.8 million deficit in the water system and $113.3 million deficit for the sewage disposal system).
The balances on June 30, 2019 were a deficit of $166.5 million for the water system and a deficit of $62.4 
million for the sewage disposal system for a total net investment in capital assets deficit of $228.9 million. The 
decrease for 2020 to 2019 of $82.3 million ($31.3 million for the water system and $51 million for the sewage 
disposal system) is due to depreciation expense being larger than the acquisition of assets and repayment of 
debt. Most of the overall decrease for 2019 to 2018 of $579.6 million, with $227.3 million for water system and 
$352.3 million for the sewage disposal system, relates to the reclassification of a portion of the Regional 
System Leases to this category of net position. The decrease related to the Regional Lease system 
classification change was $664.8 million, with $307.1 million for the water system and $357.7 million for the 
sewage disposal system. Increases during the year were attributable to the acquisition of assets and 
repayment of debt which were offset by depreciation expense.  These increases resulted in a positive increase 
of $85.2 million, with 79.8 million for the water system and $5.4 million for the sewage system. The deficit in 
the net investment in capital assets is representative of numerous cumulative historical financial activities via 
the predecessor entity.   Those primarily related to terminated capital projects which have been subsequently 
addressed by other projects or approaches. 

Net position restricted for debt service represents amounts that are required by the related MBO or other third-
party agreements to be used for the repayment of debt. The total amount restricted at year end was $105.3 
million, with $19.5 million in the water system and $85.8 million for the sewage disposal system. The amounts 
at June 30, 2019 were $29.7 million in the water system and $117.3 million for the sewage disposal system 
for a total of $147 million.

Net position restricted for capital acquisition primarily represents unspent bond proceeds which have been 
offset by the outstanding balance of bond issues related to the unspent proceeds. Balances reported at June 
30, 2018 were $140.7 million in the water system and $102.5 million in the sewage disposal system for a total 
of $243.2 million. For June 30, 2019 and 2020 there is no balance shown as the unspent bond funds were 
offset by the bond liability from which they were funded.

Unrestricted net position (deficit) is generally defined as the net result of the other components of net position. 
The remaining unrestricted deficit totals of $24.7 million, with $78.1 million positive net position for the water 
fund offset by a deficit of $102.8 for the sewage disposal fund. The overall improvement in the unrestricted net 
position from current operations was $ 102.2 million of which $21.6 million was in the water system and $80.6
million in the sewage disposal system.  The amounts of unrestricted net position at June 30, 2019 was $56.5
million for the water system and a deficit of $183.4 for the sewage disposal system for a total of $126.9 million. 
One of the factors driving the improvement from 2019 to 2018 is $776.8 million unrestricted net position is the
change made in allocating a portion of the Regional System lease liability to the net investment in capital 
assets.  The overall improvement in the water system was $344.1 million and the sewage disposal system 
was $432.7 million.  The improvement related to the change in the classification of a portion of the regional 
system leases was $664.8 million, with $307.1 million for the water system and $357.7 million for the sewage 
disposal system. This unrestricted deficit is representative of numerous cumulative historical financial activities 
via the predecessor entity. The largest dollar amounts were driven by swap termination fees paid by debt. 
Operations for FY 2019 contributed to $112 million in improvement, with $37 million in the water system and 
$75 million in the sewage disposal system.  

Addressing this deficit is a top priority for the GLWA Board and management but recognizes that it will take 
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time. The Authority forecasts that it will be in a positive net position by the end of the ten-year planning horizon 
in FY 2030. GLWA continues to optimize its operations, focus on financial planning with a biennial budget, 
annually update the five-year capital and financial plan, semi-annual updates of the ten-year financial plan, 
and applying core principles of in asset management.  Evidence of those efforts are demonstrated by key 
financial performance measures.  These include strong days cash on hand, debt service coverage well above 
the minimum requirements, achievement of revenue targets, and positive operations and maintenance 
expense budget variances. The performance measures in the table below are presented in the Supplementary 
Information section and the Statistical section of this report.

Financial Performance Measure
Water Fund
(Unaudited)

Sewage Disposal Fund
(Unaudited)

Days cash on hand  
(Schedule of Days Cash – Liquidity)

1,086 days 593 days

Debt service coverage for all bonds
including junior lien state revolving fund
loans
(Debt Service Coverage-GAAP Basis) 

1.43x 1.30x 

Revenue target
(Schedules of Revenue Requirement)

$1.4 million or
0.46% positive

budget variance

$0.4 million or 0.14% 
negative budget variance

Operations & maintenance budget
(Schedules of Operations and Maintenance 
Expense)

$5 million or 
3.94% negative
budget variance

$7.4 million or
4.07% positive

budget variance
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Changes in Net Position 

The following is a comparative summary of the business-type activities changes in net position for the last three 
years, followed by a detailed discussion of the significant changes by activity.

Overall, GLWA’s financial performance is steady and in line with forecasts. During FY 2020, the ten-year 
forecast was presented in October 2019 and again later in the fiscal year for inclusion in the official statements 
for the water and sewage disposal bond refunding transactions. This commitment to long-term forecasting 
informs current decisions with a focus on improved net position.  

2020 2019 2018 Amount Percent Amount Percent

Operating revenues 800,889,221$ 801,078,783$ 811,894,703$ (189,562)$ 0.0% (10,815,920)$ -1.3%

Operating expenses 593,153,157 606,544,905 618,232,739 (13,391,748) -2.2% (11,687,834) -1.9%

Operating income 207,736,064 194,533,878 193,661,964 13,202,186 6.8% 871,914 0.5%

Nonoperating 
expenses (234,448,946) (216,603,735) (269,581,735) (17,845,211) 8.2% 52,978,000 -19.7%

Income (loss) before 
contributions and 
special item (26,712,882) (22,069,857) (75,919,771) (4,643,025) 21.0% 53,849,914 -70.9%

Capital contributions 5,960,000 - - 5,960,000 100.0% - 0.0%

Change in net 
position (20,752,882) (22,069,857) (75,919,771) 1,316,975 -6.0% 53,849,914 -70.9%

Net position, 
beginning (200,824,621) (178,754,764) (102,834,993) (22,069,857) 12.3% (75,919,771) 73.8%

Net position, end of 
year (221,577,503)$ (200,824,621)$ (178,754,764)$ (20,752,882)$ 10.3% (22,069,857)$ 12.3%

Fiscal Year Change 2020 vs 2019 Change 2019 vs 2018
Changes in Net Postion
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Water Fund

Operating revenues are primarily from wholesale water charges of $312.7 million (93.6% of Water System
revenues). There was not much change from 2020 to 2019 as the wholesale customer charge adjustment was 
budgeted at 0.3%. The slight decrease in water customer charges revenue from 2019 to 2018 was due to 
several factors.  First, an intended outcome as the result of entering into a 30-year contract with the City of 
Flint in November 2017 which provided a favorable service charge and a credit for an agreement to transfer 
their interest in the Karegnondi Water Authority (KWA) rights; second, the known transition for the Genesee 
County Drain Commission (GCDC) to an alternate source (KWA) with an emergency backup service 
agreement with GLWA; third, a general downward trend in water usage consistent with that seen by other 
water utilities and very mild weather conditions in the summer of 2019.  

Local system revenues of $21.3 million account for 6.4% of the total operating revenue. The increase in 2020 
local system charges is due to increases in max day and peak hour demands which was slightly offset by and 
adjustment to remove volumes and demands associated with a proposed change in account status for certain 
GLWA sewer facilities that were previous served as retail customers of DWSD. Local system charges 
increased in FY 2019 due to Phase 1 of the Units of Service Study (USS). The USS is a study to determine 
the usage of non-mastered metered customers prepared by an outside engineering firm. Pursuant to the terms 
of the WSSA with DWSD, a $20.7 million credit is applied against allocated water revenue requirements in the 
charge methodology. This credit replaces a previous ownership benefit that was in place prior to the Effective 
Date of the Regional System Lease.

2020 2019 2018 Amount Percent Amount Percent

Wholesale customer 
charges 312,701,777$ 93.6% 311,399,136$ 323,117,344$ 1,302,641$ 0.4% (11,718,208)$ -3.6%
Local system charges 21,295,500 6.4% 20,181,400 15,130,600 1,114,100 5.5% 5,050,800 33.4%
Other revenues 256,300 0.1% 21,340 64,200 234,960 1101.0% (42,860) -66.8%

Total operating 
revenues 334,253,577 100.0% 331,601,876 338,312,144 2,651,701 0.8% (6,710,268) -2.0%

Operating expenses 263,282,730 78.8% 263,959,730 254,602,752 (677,000) -0.3% 9,356,978 3.7%

Operating Income 70,970,847 21.2% 67,642,146 83,709,392 3,328,701 4.9% (16,067,246) -19.2%

Nonoperating expenses (90,498,763) -27.1% (84,088,425) (107,670,603) (6,410,338) 7.6% 23,582,178 -21.9%

Change in net position (19,527,916) -5.8% (16,446,279) (23,961,211) (3,081,637) 18.7% 7,514,932 -31.4%

Net position, beginning (76,881,640) (60,435,361) (36,474,150) (16,446,279) 27.2% (23,961,211) 65.7%

Net position, end of 
year (96,409,556)$ (76,881,640)$ (60,435,361)$ (19,527,916)$ 25.4% (16,446,279)$ 27.2%

Change 2019 vs 2018
Water Fund Changes in Net Position

Percentage of 
Operating 
Revenue

Fiscal Year Change 2020 vs 2019
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GLWA provides services to 88 member partners across 112 communities. Revenue and charge stability are 
important goals for GLWA and its member partners. Established via an engaged, collaborative process, the 
water charge structure is based on the following. 

1. 40% is based on the average annual usage for each customer from their 36 prior months of usage ending 
September 30th each year

2. 60% is based on fixed monthly charges

Fiscal year 2020 revenue billed was 100.5% of the amended budget meeting the goal of revenue stability and 
was net of the KWA credit. Fiscal year 2019 revenue billed was 99% of budget and was net of the KWA credit.

Operating income after operating expenses (including depreciation) equals $71 million or 21.2% of operating 
revenue. Operating expenses are detailed below.

2020 2019 2018 Amount Percent Amount Percent

Operating expenses 
before depreciation and 
amortization

Personnel 43,946,225$ 16.7% 42,085,546$ 41,845,295$ 1,860,679$ 4.4% 240,251$ 0.6%
Contractual services 46,097,405 17.5% 43,083,078 35,794,549 3,014,327 7.0% 7,288,529 20.4%
Utilities 27,719,754 10.5% 26,247,858 26,871,081 1,471,896 5.6% (623,223) -2.3%
Chemicals 5,569,437 2.1% 5,088,827 4,804,768 480,610 9.4% 284,059 5.9%
Supplies and other 
expenses 12,034,192 4.6% 11,797,279 9,543,615 236,913 2.0% 2,253,664 23.6%
Capital adjustment 26,780 0.0% - - 26,780 100.0% - 0.0%
Capital program 
allocation (2,164,003) -0.8% (2,054,913) (713,779) (109,090) 5.3% (1,341,134) 187.9%
Shared services 
allocation (696,952) -0.3% (6,425,729) (9,615,146) 5,728,777 -89.2% 3,189,417 -33.2%

Total operating 
expenses before 
depreciation and 
amortization 132,532,838 50.3% 119,821,946 108,530,383 12,710,892 10.6% 11,291,563 10.4%

Depreciation 127,183,228 48.3% 140,571,120 143,991,815 (13,387,892) -9.5% (3,420,695) -2.4%

Amortization of 
intangible asset-raw 
water rights 3,566,664 1.4% 3,566,664 2,080,554 - 0.0% 1,486,110 71.4%

Total Operating 
Expenses 263,282,730$ 100.0% 263,959,730$ 254,602,752$ (677,000)$ -0.3% 9,356,978 3.7%

Percentage of 
Operating 
Expense

Change 2019 vs 2018
Water Fund Operating Expenses

Fiscal Year Change 2020 vs 2019
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Operating expenses of $263.3 million represent 78.8% of total operating revenue which consists primarily of 
depreciation expense and operations and maintenance activities. Depreciation is the larger category of
expense at $127.2 million or 48.3% of operating expense. Given the nature of GLWA’s water operations, it is 
expected that personnel, contractual services, and utilities would represent the higher dollar amount.  

Contractual services include field services contracts for timely repairs to minimize disruption in service, 
technology related services for both operational and enterprise data networks, and outsourcing of janitorial, 
fleet, and other functions. The increase in contractual services of $3.0 million from 2020 to 2019 is a result of
variances throughout various cost centers.  The major variances which total $1.7 million are detailed below: 

Decrease of $1.9 million in the Field Services cost center as a result of a true up of construction activity 
reclass of $1.0 million in 2019 and decreased costs of $ 0.9 million for the 14 Mile water main condition 
assessment pilot study.  Both of these projects were for the betterment of the system and therefore 
paid with I&E funds.
Decrease of $4.5 million at Springwells and Northeast water plants for reduced activity of sludge 
removal. 
Increase of $8.1 million in allocated contractual centralized services.  See the Centralized Services 
and Administrative Services section for a discussion of these variances.  The discussion follows the 
Sewage Disposal Fund discussions.

Contractual services increased $7.3 million from 2019 to 2018 which is mainly due to the following items:
Increase of $4.5 million for the Springwells water plant contractual services mostly due to the mobile 
dredging-alum sludge hauling contract which began in FY 2019. 
Increase of $1.4 million in the Southwest water plant due to an increase of $3.1 million for the mobile 
dredging-alum sludge hauling contract which began in FY 2019 and a decrease of $1.7 million for the 
dewatering system installation project (SW-548) that incurred costs in FY 2018 but not in FY 2019. 
Increase of $0.8 million in the Northeast water plant for the mobile dredging-alum sludge hauling 
contract which began in FY 2019.
Increase of $2.1 million in the Improvement and Extension (I&E) fund for projects that were for the 
betterment of the system and therefore paid with I&E funds.  These projects included water main 
condition assessment, blow off valve condition assessment and Geographic Information System (GIS) 
data development.

 Decrease of $0.9 million in the allocation of the administrative services cost. See the Centralized 
Services and Administrative Services section for a discussion of these variances. The discussion 
follows the Sewage Disposal Fund discussions.
Decrease of $1.6 million in the allocation of the centralized services costs. See the Centralized 
Services and Administrative Services section for a discussion of these variances. The discussion 
follows the Sewage Disposal Fund discussions.

Capital program allocation increased from 2019 to 2018 due to the implementation of a user-friendly software 
tracking system in 2019 for personnel time spent on capital projects.

The $5.7 million decrease in the FY 2020 shared services allocation is due to a $4 million true up decrease for 
2018 and 2019 shared services.  The remaining decrease is due to less services required by DWSD. The $3.2 
million decrease in the shared services allocation for FY 2019 is due to less services required by to DWSD as 
some of the Information Technology services were terminated during the year in accordance with an agreed 
upon transition plan. 
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Net nonoperating expense of $90.5 million is primarily related to interest expense of $133.5 million. The interest 
expense from debt service is $111.3 million with the remainder related to the Regional Water System Lease, 
obligation payable and raw water rights lease. The largest offsets to the nonoperating expense are interest 
revenue on the obligation receivables of $22.9 million, which is related to the terms of the Regional Water 
System Lease, and investment earnings of $13.7 million.  

As a result of the short-term nature of the GLWA portfolio, it is heavily impacted by changes in the Fed Funds 
interest rate. Earnings increased in FY 2018 and FY 2019 as the Federal Reserve increased interest rates. 
The rate peaked in June 2019 at a range of 2.25 – 2.50%. Earnings dropped in FY 2020 as the Federal 
Reserve cut the Fed Funds interest rate to 0%.

The decrease in interest expense in 2020 and 2019 is a result of a reduction in long term debt as well as the 
savings being realized from bond refunding transactions in 2016, 2018 and 2020.

The legacy pension variances are a result of income being realized in 2019 versus an expense. The main 
reason for the income in 2019 was a change in actuarial assumptions that decreased the total pension liability.
The decrease in 2020 is also related to a significant decrease in investment earnings on the plan assets.

2020 2019 2018 Amount Percent Amount Percent

Earnings on 
Investments 13,744,774$ -15.2% 14,754,401$ 6,129,530$ (1,009,627)$ -6.8% 8,624,871$ 140.7%
Interest on loan and 
obligations receivable 22,945,866 -25.4% 22,921,380 23,351,220 24,486 0.1% (429,840) -1.8%
Interest expense (133,537,621) 147.6% (136,704,033) (139,343,204) 3,166,412 -2.3% 2,639,171 -1.9%
Legacy pension income 
(expense) (7,220,716) 8.0% 6,014,441 (8,933,691) (13,235,157) -220.1% 14,948,132 -167.3%
Other 13,568,934 -15.0% 8,925,386 11,125,542 4,643,548 52.0% (2,200,156) -19.8%

Total Nonoperating 
Expenses (90,498,763) 100.0% (84,088,425) (107,670,603) (6,410,338) 7.6% 23,582,178 -21.9%

Water Fund Nonoperating Revenue (Expenses)
Fiscal Year Change 2020 vs 2019 Change 2019 vs 2018

Percentage of 
Nonoperating 

Expense
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Sewage Disposal Fund

Operating revenues are primarily from wholesale sewer charges of $266 million (57% of Sewage Disposal
System revenues). The decrease from 2020 to 2019 in the wholesale customer charges is a result of a credit 
to a member on their wholesale charges of $5.9 million for a capital contribution as shown on the capital 
contribution line item. The decrease also relates to an increase in bad debt charges of approximately $518,000.
The increase from 2019 to 2018 is a result of the budgeted wholesale charge increase of 1.3%

Local system revenues of $185.8 million account for 39.8% of total operating revenues. The variances in the 
local system charges line up with the budgeted increases of 2.5% for FY 2020 and 1.2% for FY2019. Pursuant 
to the terms of the WSSA with DWSD, a $5.516 million credit is applied against sewer charges in the charge 
methodology. This credit replaces a previous contractual arrangement that was in place prior to the Effective 
Date of the Regional System.

The remaining 3.2% of operating revenue is due to other charges such as industrial waste charges and 
pollutant surcharges which are charged to non-residential users. The decrease in the industrial waste charges
are due to decreases made in the charges for both FY2020 and FY2019.  The decrease in the others revenue 

2020 2019 2018 Amount Percent Amount Percent

Wholesale customer 
charges 266,003,286$ 57.0% 272,772,460$ 268,978,831$ (6,769,174)$ -2.5% 3,793,629$ 1.4%
Local system charges 185,807,300 39.8% 181,159,300 178,969,200 4,648,000 2.6% 2,190,100 1.2%
Industrial waste charges 7,854,593 1.7% 9,106,274 14,334,979 (1,251,681) -13.7% (5,228,705) -36.5%
Pollutant surcharges 6,448,508 1.4% 5,932,550 6,908,404 515,958 8.7% (975,854) -14.1%
Other revenues 521,957 0.1% 506,323 4,391,145 15,634 3.1% (3,884,822) -88.5%

Total operating 
revenues 466,635,644 100.0% 469,476,907 473,582,559 (2,841,263) -0.6% (4,105,652) -0.9%

Operating expenses 329,870,427 70.7% 342,585,175 363,629,987 (12,714,748) -3.7% (21,044,812) -5.8%

Operating Income 136,765,217 29.3% 126,891,732 109,952,572 9,873,485 7.8% 16,939,160 15.4%

Nonoperating expenses (143,950,183) -30.8% (132,515,310) (161,911,132) (11,434,873) 8.6% 29,395,822 -18.2%

Income (loss) before 
contributions and 
special item (7,184,966) -1.5% (5,623,578) (51,958,560) (1,561,388) 27.8% 46,334,982 -89.2%

Capital contributions 5,960,000 1.3% - - 5,960,000 100.0% - 0.0%

Change in net position (1,224,966) -0.3% (5,623,578) (51,958,560) 4,398,612 -78.2% 46,334,982 -89.2%

Net position, beginning (123,942,981) (118,319,403) (66,360,843) (5,623,578) 4.8% (51,958,560) 78.3%

Net position, end of 
year (125,167,947)$ (123,942,981)$ (118,319,403)$ (1,224,966)$ 1.0% (5,623,578)$ 4.8%

Change 2019 vs 2018
Sewage Disposal Fund Changes in Net Position

Percentage of 
Operating 
Revenue

Fiscal Year Change 2020 vs 2019
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line item from 2019 to 2018 relates to $3.7 million of insurance proceeds in FY2018 related to operations cost
incurred for the cleanup of the fire damage at the WWTP.

GLWA provides services to 19 member partners across 79 communities. Wholesale contract charges are 
based on a “share” percentage of the annual revenue requirement billed one-twelfth each month. The shares 
are established based upon historical flows and are formally revisited every three years. The result is no 
revenue shortfall or overestimation.

Operating income after operating expenses (including depreciation) equals $136.8 million or 29.3% of operating 
revenue. Operating expenses are detailed below.

Operating expenses of $329.9 million represent 70.7% of total operating revenue which consists primarily of 
depreciation expense and operations and maintenance activities. Depreciation is the larger category of 
expense at $152.9 million or 46.4% of operating expense. Given the nature of GLWA’s wastewater operations, 
it is expected that personnel, contractual services, and utilities would represent the higher dollar amount.

Personnel cost increase in FY 2020 is mainly due to increase in the allocation from both Centralized and 
Administrative charges. See the Centralized Services and Administrative Services section for a discussion of 
these variances.  This discussion follows the Sewage Disposal Fund discussions.

Contractual services include operation and management of the Biosolids Dryer Facility (BDF), timely repairs 
for the Water Resources Recovery Facility (WRRF), staff augmentation for operations, technology related 
services for both operational and enterprise data networks, and outsourcing of janitorial, fleet, and other 
functions. Contractual services increased $4.7 million in FY 2020 which is due to the following:

2020 2019 2018 Amount Percent Amount Percent

Operating expenses 
before depreciation

Personnel 60,320,195$ 18.3% 56,503,053$ 53,680,162$ 3,817,142$ 6.8% 2,822,891$ 5.3%
Contractual services 63,350,953 19.2% 58,660,680 64,082,761 4,690,273 8.0% (5,422,081) -8.5%
Utilities 23,432,981 7.1% 25,147,527 26,823,299 (1,714,546) -6.8% (1,675,772) -6.2%
Chemicals 8,672,406 2.6% 8,187,033 8,073,045 485,373 5.9% 113,988 1.4%
Supplies and other 
expenses 23,393,081 7.1% 25,323,636 24,982,773 (1,930,555) -7.6% 340,863 1.4%
Capital adjustment - 0.0% 2,258,351 - (2,258,351) -100.0% 2,258,351 100.0%
Capital program 
allocation (1,183,398) -0.4% (1,325,842) (969,671) 142,444 -10.7% (356,171) 36.7%
Shared services 
allocation (1,036,758) -0.3% (713,633) (292,965) (323,125) 45.3% (420,668) 143.6%

Total operating 
expenses before 
depreciation 176,949,460 53.6% 174,040,805 176,379,404 2,908,655 1.7% (2,338,599) -1.3%

Depreciation 152,920,967 46.4% 168,544,370 187,250,583 (15,623,403) -9.3% (18,706,213) -10.0%

Total Operating 
Expenses 329,870,427$ 100.0% 342,585,175$ 363,629,987$ (12,714,748)$ -3.7% (21,044,812)$ -5.8%

Percentage of 
Operating 
Expense

Change 2019 vs 2018
Sewage Disposal Fund Operating Expenses

Fiscal Year Change 2020 vs 2019
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Increase of $2.2 million for CSO condition assessment beginning in FY 2020. 

Decrease of $1.9 million due to various contract reductions in the following cost centers:  Chief 
Operating Officer Wastewater, Wastewater Operations, Wastewater Process Control and Baby Creek 
Combined Sewer Overflow. 

Increase of $4.4 million in allocated contractual centralized services.  See the Centralized Services 
and Administrative Services section for a discussion of these variances.  This discussion follows the 
Sewage Disposal Fund discussions.

                         

Contractual services decreased $5.4 million in FY 2019 from FY 2018 mainly due to the following items: 

Decrease of $2.1 million relating to a generator rental incurred in fiscal year 2018 for backup electrical 
service for the wastewater treatment plant which was not incurred in fiscal year 2019.

Decrease of $3.0 million in the allocation of the administrative services costs. See the Centralized 
Services and Administrative Services section for a discussion of these variances.  The discussion 
follows the Sewage Disposal Fund discussions.

The supplies and other expenses decrease of $1.9 million in FY 2020 is mainly due to inventory reserve 
adjustments. 

The Capital adjustment in FY 2019 relates to projects, generally design phase engineering costs, which did 
not move into the construction phase and were expensed to operations.  

Capital program allocation increased in FY 2019 due to the implementation of a user-friendly software tracking 
system for personnel time spent on capital projects. 

The variance in the shared services allocation for both FY 2020 and FY 2019 are due to true-up adjustments 
related to previous years.  

2020 2019 2018 Amount Percent Amount Percent

Earnings on 
Investments 11,671,932$ -8.1% 11,763,401$ 5,266,255$ (91,469)$ -0.8% 6,497,146$ 123.4%
Interest on loan and 
obligations receivable 19,489,018 -13.5% 18,856,322 15,505,300 632,696 3.4% 3,351,022 21.6%
Interest expense (155,410,235)  108.0% (159,893,300)  (161,052,102)  4,483,065 -2.8% 1,158,802 -0.7%
Legacy pension income 
(expense) (12,922,789) 9.0% 10,763,940 (15,988,471) (23,686,729) -220.1% 26,752,411 -167.3%
Sewer lookback-MOU 
adjustment - 0.0% (6,527,200) - 6,527,200 -100.0% (6,527,200) 100.0%
Other (6,778,109) 4.7% (7,478,473) (5,723,114) 700,364 -9.4% (1,755,359) 30.7%
Total Nonoperating 
Expenses (143,950,183)  100.0% (132,515,310)  (161,992,132)  (11,434,873) 8.6% 29,476,822 -18.2%

Sewer Fund Nonoperating Revenue (Expenses)
Fiscal Year Change 2020 vs 2019 Change 2019 vs 2018

Percentage of 
Nonoperating 

Expense
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Net nonoperating expense of $144 million is primarily related to $155.4 million of interest expense.  Interest 
expense from debt service is $136 million with the remainder related to the Regional Sewage Disposal Lease 
and obligation payable. The largest offset to the expense is interest revenue of $19.5 million on the obligations 
receivable, which is related to the terms of the Regional Sewage Disposal Lease, and investment income of 
$11.7 million.

As a result of the short-term nature of the GLWA portfolio, it is heavily impacted by changes in the Fed Funds 
interest rate. Earnings increased in FY 2018 and FY 2019 as the Federal Reserve increased interest rates.  
The rate peaked in June 2019 at a range of 2.25 – 2.50%. Earnings dropped in FY 2020 as the Federal 
Reserve cut the Fed Funds interest rate to 0%.

Interest earnings on loan and obligation receivable have increased due to increases in the obligation receivable 
related to additional new money bonds and SRF loans and the loan receivable from DWSD due to budget 
shortfalls. 

The decrease in interest expense in 2020 and 2019 is a result of a reduction in long term debt as well as the 
savings being realized from bond refunding transactions in 2016, 2018 and 2020.

The legacy pension variances are a result of income being realized in 2019 versus an expense. The main 
reason for the income in 2019 was a change in actuarial assumptions that decreased the total pension liability. 
The decrease in 2020 is also related to a significant decrease in investment earnings on the plan assets.

The sewer lookback-MOU adjustment in 2019 was a one-time charge which was part of the 2018 MOU with 
DWSD.

Centralized Services and Administrative Services

The following table summarizes the activity in the centralized services and administrative services for FY 2018 
through FY 2020.

2020 2019 2018 Amount Percent Water Sewer Amount Percent Water Sewer

Centralized Services
Personnel 28,797,647$ 24,964,641$ 20,383,476$ 3,833,006$ 15.4% 1,585,442     2,247,564   4,581,165$ 22.5% 3,206,802    1,374,363    
Contractual services 59,999,485 47,549,831 49,342,452 12,449,654  26.2% 8,093,610     4,356,044   (1,792,621) -3.6% (1,606,577)   (186,044)      
Utilities 65,869 168,415 139,041 (102,546) -60.9% (52,444)         (50,102)       29,374 21.1% 26,943          2,431            
Supplies and other 
expenses 13,835,669 12,505,211 11,739,576 1,330,458 10.6% 753,733        576,725      765,635 6.5% 1,033,426    (267,791)      

Total Centralized 
Services 102,698,670  85,188,098 81,604,545 17,510,572  20.6% 10,380,341  7,130,231  3,583,553 4.4% 2,660,594 922,959

Administrative Services
Personnel 17,629,161$ 13,746,076$ 11,870,111$ 3,883,085$ 28.2% 1,941,542     1,941,543   1,875,965$ 15.8% 1,741,723    134,242       
Contractual services 10,125,848 10,133,886 14,055,182 (8,038) -0.1% (4,019)           (4,019)         (3,921,296) -27.9% (920,846)      (3,000,450)   
Utilities 28,220 59,510 21,158 (31,290) -52.6% (15,645)         (15,645)       38,352 181.3% 20,724          17,628          
Supplies and other 
expenses 1,172,887 1,179,715 913,865 (6,828) -0.6% (3,414)           (3,414)         265,850 29.1% 190,447       75,403          

Total Administrative 
Services 28,956,116 25,119,187 26,860,316 3,836,929 15.3% 1,918,464 1,918,465  (1,741,129) -6.5% 1,032,048 (2,773,177)  

Centralized and Administrative Services

Fiscal Year Variance Allocation
Change 2020 vs 2019 Change 2019 vs 2018

Variance Allocation
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Centralized services personnel costs increased $3.8 million and administrative services personnel cost increased 
$3.9 million in FY 2020. There was an increase in staff of 7 employees in the centralized services cost center and
5 employees in the administrative services cost center. Overall employee benefit costs also increased in FY 2020.
In FY 2019 centralized services personnel cost increased $4.6 million due to an increase in staff of 19 employees. 
Administrative services personnel cost increased $1.9 million due to an increase in staff of 18 employees.

Centralized contractual services increased $12.4 million in FY 2020. The major variances which total $10.2 million 
are detailed below:

Increase of $6.7 million in Capital Improvement Planning due to a full year of activity from AECOM.
Increase of $5.0 million is due to an AT&T contract renewal credit ($1.3 million) received in FY 2019 
and increase in billing rate for AT&T AVPN services.
Increase of $1.7 million related to COVID-19 deep cleaning performed at various GLWA facilities.
Increase of $1.5 million for increase in legal services.
Decrease of $2.1 million in Systems Planning upon completion of the Wastewater Master Plan in FY 
2020.
Decrease of $1.3 million in Systems Analytics with more engineering work performed in house.
Decrease of $1.3 million resulting from reduced IT needs related to our human resources information 
services system.  

Centralized services contractual services decreased $1.8 million in FY 2019. This variance is spread among many 
cost centers. The cost centers with the largest variances are detailed below:

Increase of $1.6 million in asset management. 
Increase of $0.7 million in energy research and innovation. 
Decrease of $2.4 million in the facility operations cost center. 
Decrease of $1.3 million in the information technology cost centers. 
Decrease of $0.8 million in systems operations control. 
Decrease of $0.5 million in systems analytics. 

Administrative contractual services decreased $3.9 million in FY 2019.  The majority of this decrease was due to 
a decrease of $2.9 million in legal services during the fiscal year.

Capital Assets and Debt Administration

GLWA’s investment in capital assets  is $4.4 billion (net of accumulated depreciation) with $1.8 billion assigned to the 
Water System and $2.6 billion assigned to the Sewage Disposal System. The investment in capital assets 
includes land, buildings, plants, transmission lines, vehicles and other equipment. Total net capital assets 
decreased in both 2019 and 2020. The net decrease is primarily attributable to depreciation in excess of current 
year additions. See Note 10 to the financial statements for more information on capital assets. The Authority 
implemented GASB 89 during FY 2018 and no longer capitalizes interest expense.



GREAT LAKES WATER AUTHORITY

Management's Discussion and Analysis

21

2020 2019 2018 Amount Percent Amount Percent

Land 61,801,364$ 62,813,656$ 63,151,369$ (1,012,292)$ -1.6% (337,713)$ -0.5%
Easements 354,843,720 354,843,720 354,843,720 - 0.0% - 0.0%
Construction in progress 303,220,406 368,747,744 288,051,906 (65,527,338) -17.8% 80,695,838 28.0%
Site improvements 69,475,012 60,997,618 71,714,835 8,477,394 13.9% (10,717,217) -14.9%
Buildings and structures 1,378,065,401 1,410,653,813 1,477,410,969 (32,588,412) -2.3% (66,757,156) -4.5%
Infrastructure 1,040,603,244 1,055,039,221 1,076,353,519 (14,435,977) -1.4% (21,314,298) -2.0%
Machinery and equipment 1,186,649,320 1,215,918,905 1,354,950,446 (29,269,585) -2.4% (139,031,541) -10.3%
Vehicles 3,477,294 1,999,598 2,164,263 1,477,696 73.9% (164,665) -7.6%
Leasehold improvements 10,776,849 3,174,633 1,622,833 7,602,216 239.5% 1,551,800 95.6%

Total capital assets (net 
of depreciation) 4,408,912,610$ 4,534,188,908$ 4,690,263,860$ (125,276,298)$ -2.8% (156,074,952)$ -3.3%

Change 2019 vs 2018
Capital Assets (Net)

Fiscal Year Change 2020 vs 2019
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Water Fund

There are nine major categories used for classification of capital assets for financial reporting purposes.

Water Fund additions in 2020 and 2019 were mainly due to transfers out of construction in progress to the 
applicable asset category. Total additions in FY 2020 to construction in progress was $76.3 million and 
transfers out of $125.1 million.  The total additions in FY 2019 to the construction in progress were $61.5 million 
with $28.4 million transferred to capital assets.  The table below summarizes major projects for the last two 
years. Comprehensive project plan details can be found within Capital Improvement Plan documents available 
at https://www.glwater.org/cip/ .

2020 2019 2018 Amount Percent Amount Percent

Land 34,166,736$ 34,166,736$ 34,166,736$ -$ 0.0% -$ 0.0%
Easements 258,632,397 258,632,397 258,632,397 - 0.0% - 0.0%
Construction in progress 126,197,521 175,031,085 141,885,762 (48,833,564) -27.9% 33,145,323 23.4%
Site improvements 83,676,052 75,140,791 72,997,639 8,535,261 11.4% 2,143,152 2.9%
Buildings and structures 584,306,009 570,825,066 565,935,211 13,480,943 2.4% 4,889,855 0.9%
Infrastructure 654,216,242 625,947,979 608,034,346 28,268,263 4.5% 17,913,633 2.9%
Machinery and equipment 681,905,655 614,916,708 608,518,357 66,988,947 10.9% 6,398,351 1.1%
Vehicles 3,217,111 2,347,827 2,204,434 869,284 37.0% 143,393 6.5%
Leasehold improvements 8,061,657 499,484 272,983 7,562,173 1514.0% 226,501 83.0%
Accumulated depreciation (625,253,253) (498,912,420) (358,844,277) (126,340,833) 25.3% (140,068,143) 39.0%

Total water fund capital 
assets (net of 
depreciation) 1,809,126,127$ 1,858,595,653$ 1,933,803,588$ (49,469,526)$ -2.7% (75,207,935)$ -3.9%

Water Fund Capital Assets
Fiscal Year Change 2020 vs 2019 Change 2019 vs 2018
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FY 2019 FY 2020 FY 2019 FY 2020
116002 Pennsylvania, Springwells and 

Northeast Raw Water Supply Tunnel 
Improvements FY 2024 61.2$ 8.0$ 8.3$ -$ -$ 18.5$

114011 Springwells Steam Condensate 
Improvements FY 2023 23.9 1.6 7.7 - - 10.0

111002 LHWTP Backflow Replacement FY 2020 8.3 4.9 1.7 - - 8.5
114003 Water Production Flow Metering 

Improvements at Northeast, Southwest 
and Springwell Water Treatment FY 2020 7.1 2.9 1.9 - - 8.2

122006 Wick Road Parallel Transmission 
Improvements FY 2022 22.3 0.3 5.5 - - 5.9

111007 Raw Sludge Clarifier and Pumping FY 2021 8.9 0.4 5.2 - - 5.9
122011 Park-Merriman Road Water 

Transmission Main FY 2021 7.6 0.8 4.2 - - 5.2
114001 1958 Filter Rehabilitation at the 

Springwell Water Treatment Plant FY 2020 97.3 7.4 3.1 - 77.0 -
122001 Parallel 42-Inch Main in 24 Mile Road 

from Rochester Station to Romeo 
Plank Road FY 2020 33.2 - - - 33.2 -

115004 Water Works Park Water Treatment 
Plant Chlorine System Upgrade FY 2020 8.8 4.2 0.3 - 7.0 -

122012 36-inch Water Main in Telegraph FY 2020 10.0 0.6 - 10.1 - -
114012 Springwells Water Treatment Plant 

1930 Filter Building-Roof Replacement FY 2020 3.9 2.8 - 3.9 - -
Other projects 27.6 38.4 14.4 7.9 64.0

Total 61.5$ 76.3$ 28.4$ 125.1$ 126.2$

Water Fund (millions)

Project 
Number Description

Expected 
Completion 

Date

Project
Plan

Estimate

Expenditures Amounts Placed in Service
CIP at 

6/30/2020
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Sewage Disposal Fund

There are nine major categories used for classification of capital assets for financial reporting purposes.

Sewage Disposal Fund additions in 2020 and 2019 were mainly due to transfers out of construction in progress 
to the applicable asset category. Total additions for FY 2020 to construction in progress was $73.8 million and 
transfers out of $90.5 million. The total additions for FY 2019 to the construction in progress were $82.1 million 
with $34.6 million transferred to capital assets.  The table below summarizes major projects for the last two 
years. Comprehensive project plan details can be found within Capital Improvement Plan documents available 
at https://www.glwater.org/cip/  .  

2020 2019 2018 Amount Percent Amount Percent

Land 27,634,628$ 28,646,920$ 28,984,633$ (1,012,292)$ -3.5% (337,713)$ -1.2%
Easements 96,211,323 96,211,323 96,211,323 - 0.0% - 0.0%
Construction in progress 177,022,885 193,716,659 146,166,144 (16,693,774) -8.6% 47,550,515 32.5%
Site improvements 51,282,571 39,620,707 38,584,812 11,661,864 29.4% 1,035,895 2.7%
Buildings and structures 1,156,168,738 1,138,610,722 1,133,361,703 17,558,016 1.5% 5,249,019 0.5%
Infrastructure 619,049,149 609,683,574 597,177,020 9,365,575 1.5% 12,506,554 2.1%
Machinery and equipment 1,242,297,233 1,188,042,500 1,170,781,940 54,254,733 4.6% 17,260,560 1.5%
Vehicles 3,621,907 2,589,611 2,328,916 1,032,296 39.9% 260,695 11.2%
Leasehold improvements 3,066,052 2,801,008 1,363,821 265,044 9.5% 1,437,187 105.4%
Accumulated depreciation (776,568,003) (624,329,769) (458,500,040) (152,238,234) 24.4% (165,829,729) 36.2%
Total sewage disposal 
fund capital assets (net 
of depreciation) 2,599,786,483$ 2,675,593,255$ 2,756,460,272$ (75,806,772)$ -2.8% (80,867,017)$ -2.9%

Fiscal Year Change 2020 vs 2019 Change 2019 vs 2018
Sewage Disposal Fund Capital Assets
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Intangible Asset and Related Obligation - Water Fund

Effective December 1, 2017, GLWA, the city of Flint, Karegnondi Water Authority (KWA), Genesee County Drain 
Commission (GCDC) and the State of Michigan entered into a long-term partnership agreement to satisfy a 
number of critical water service needs across the region.  Key provisions of a master agreement comprised of
seven separate exhibits includes:  1) A 30-year water service contract with Flint that establishes GLWA as the 
long-term water source for the city and credits the city of its debt service payment obligations on existing KWA 
bonds for the building of its water facilities; 2) a long-term lease to GLWA of the 72-inch line serving the city; and 
3) a 30-year contract for reciprocal, emergency water services between GLWA and GCDC.

The 30-year water service contract with the city of Flint includes a license to raw water rights on 17.46 MGD of 
the 18 MGD purchased by Flint as part of KWA bond obligation.  These licensed rights constitute an intangible 
asset under governmental accounting standards.  Therefore, the Authority has recorded an offsetting intangible 
asset and lease obligation of approximately $107 million associated with this agreement as part of the fiscal year 
ending June 30, 2018 financial statements. The Authority recognized $3.6 million of amortization expense during 
the current and previous year. The lease obligation for the raw water rights was reduced by $2.5 million in the 
current year and by $3 million during the previous year. 

FY 2019 FY 2020 FY 2019 FY 2020
211001 Rehabilitation of Primary Clarifiers, 

Rectangular Tanks, Drain Lines, 
Electrical/Mechanical Building and Pipe 
Gallery FY 2021 54.9$ 20.3$ 7.5$ -$ -$ 52.9$

211004 Pump Station 1 Rack & Grit and MPI 
Sampling Station 1 Improvements FY 2020 28.3 2.0 1.1 - - 27.6

222002 Detroit River Interceptor (DRI) 
Evaluation and Rehabilitation FY2025 81.7 8.0 9.5 - - 20.2

213007 WRRF Modification to Incinerator 
Sludge Feed Systems at Complex -II FY 2021 20.0 8.5 6.1 - - 16.9

232001 Fairview Pumping Station - Replace 
Four Sanitary Pumps FY 2022 37.3 1.9 10.8 - - 14.3

214001 WRRF Relocation of Industrial Waste 
Control Division and Analytical 
Laboratory Operations FY 2021 14.0 1.7 8.3 2.3 - 8.3

260201 Conveyance System Interceptor 
Rehab Program FY 2026 154.7 5.1 5.5 9.2 9.4 1.0

212006 WRRF Rouge River Outfall (RRO) 
Disinfection FY 2020 48.0 15.2 2.1 - 43.8 -

212003 WRRF Aeration System Improvements FY 2020 16.5 4.5 0.2 - 16.5 -
212002 WRRF Rouge River Outfall (RRO) 

Disinfection Design FY 2020 10.8 - - - 10.8 -
260113 Fire Remediation FY 2019 19.4 0.2 - 19.4 - -

Other projects 14.7 22.7 3.7 10.0 35.8

Total 82.1$ 73.8$ 34.6$ 90.5$ 177.0$

Sewage Disposal Fund (millions)

Project 
Number Description

Expected 
Completion 

Date

Project
Plan

Estimate

Expenditures Amounts Placed in Service
CIP at 

6/30/2020
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Long-term Debt

At year-end, the Authority had $5.3 billion of long-term debt. All of the outstanding bonds are revenue bonds, 
including capital appreciation bonds and state revolving fund loans.  Of the total, $2.3 billion is assigned to the 
Water System and $3 billion is assigned to the Sewage Disposal System.

During the year, the Authority refunded both water system and sewage disposal system bonds.  The details of 
these refunding transactions are described in Note 13. These transactions included debt reserve releases of
$10.5 million for the Water Fund and $33.6 million for the Sewage Disposal Fund. The transactions also achieved 
all necessary bondholder consents on the debt service reserve fund springing amendments for the potential 
future elimination of the Water System Bond Reserve Funds and the Sewage Disposal System Bond Reserve 
Funds once GLWA attains two AA category ratings.  

Water Fund

The total outstanding debt for the Water System is $2.3 billion, increasing by $51.1 million from the prior year.

The Authority issued $463.1 million in refunding and new money water system revenue bonds during the year 
ended June 30, 2020. The new money bonds totaling $85.6 million and were a pass-through to DWSD for local 
system improvements.  

Less than 1.7% of the total indebtedness is issued through the State of Michigan revolving fund loan program for 
the benefit of the Water System. The Water System received $16.1 million in new state revolving fund loans and 
received $4.7 million in loan forgiveness. The amount of state revolving fund loans pass-through to DWSD for 
local system improvements was $6.8 million.

Repayment of GLWA bonds issued are funded by charges to all member partners. Repayment of the debt service 
assigned to DWSD for Local System improvements are paid from retail customer collections by DWSD. 

2020 2019 2018 Amount Percent Amount Percent

Revenue bonds 4,840,155,000$ 4,824,710,000$ 4,868,890,000$ 15,445,000$ 0.3% (44,180,000)$ -0.9%
Capital appreciation 
bonds 11,335,000 14,780,000 17,250,000 (3,445,000) -23.3% (2,470,000) -14.3%
State revolving loans 488,984,795 504,037,930 501,113,442 (15,053,135) -3.0% 2,924,488 0.6%

Total outstanding debt 5,340,474,795$ 5,343,527,930$ 5,387,253,442$ (3,053,135)$ -0.1% (43,725,512)$ -0.8%

Change 2019 vs 2018
Outstanding Debt

Change 2020 vs 2019Fiscal Year

2020 2019 2018 Amount Percent Amount Percent

Revenue bonds 2,261,935,000$ 2,220,320,000$ 2,284,825,000$ 41,615,000$ 1.9% (64,505,000)$ -2.8%
State revolving loans 39,318,264 29,860,802 25,435,902 9,457,462 31.7% 4,424,900 17.4%

Total outstanding debt 2,301,253,264$ 2,250,180,802$ 2,310,260,902$ 51,072,462$ 2.3% (60,080,100)$ -2.6%

Change 2019 vs 2018
Water Fund Outstanding Debt

Change 2020 vs 2019Fiscal Year
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Sewage Disposal Fund

The total outstanding debt for the Sewage Disposal System is $3 billion, decreasing by $54.1 million from the prior 
year.

The Authority issued $687.5 million of sewage disposal system refunding revenue bonds during the year ended 
June 30, 2020.

Approximately 14.8% of the total indebtedness is issued through the State of Michigan revolving fund loan 
program for the benefit of the Sewage Disposal System. The Sewage Disposal System received $25.2 million in 
new state revolving fund loans.

Repayment of GLWA bonds issued are funded by charges to all member partners. Repayment of the debt 
service assigned to DWSD for Local System improvements is paid from retail customer collections by DWSD.

Credit Ratings

In March 2020 the Authority’s ratings were upgraded or affirmed. For both the Water Fund and the Sewage 
Disposal Fund, Fitch Ratings upgraded the ratings with senior lien debt at A+ and second lien at A, both with 
a stable outlook; Standard & Poor’s affirmed the Authority’s ratings with water senior lien debt at AA- and second
lien at A+, and upgraded the sewage disposal senior lien one notch to AA- and second lien at A+, all with a 
stable outlook; and Moody’s upgraded the Authority’s ratings one notch with senior lien debt at A1 and second 
lien at A2, all were assigned a stable outlook. 

Additional information on the Authority’s long-term debt can be found in Note 13. 

Economic Factors Affecting Next Year's Operations and Rates

On March 11, 2020, the GLWA Board adopted the biennial budget for the Authority for fiscal years 2021 and 
2022. That two-year financial plan remains true to a foundational commitment to control the budget within a 
4% revenue cap as further described below.  

Water Fund

For FY 2021 the budget increased by 0.6 percent. This translated into a system average charge increase of 3.2
percent and suburban wholesale member partner average charge increase of 3.1 percent depending on each 
customers usage in relation to other customers. 

2020 2019 2018 Amount Percent Amount Percent

Revenue bonds 2,578,220,000$ 2,604,390,000$ 2,584,065,000$ (26,170,000)$ -1.0% 20,325,000$ 0.8%
Capital appreciation 
bonds 11,335,000 14,780,000 17,250,000 (3,445,000) -23.3% (2,470,000) -14.3%
State revolving loans 449,666,531 474,177,128 475,677,540 (24,510,597) -5.2% (1,500,412) -0.3%

Total outstanding debt 3,039,221,531$ 3,093,347,128$ 3,076,992,540$ (54,125,597)$ -1.7% 16,354,588$ 0.5%

Change 2019 vs 2018
Sewage Disposal Fund Outstanding Debt

Change 2020 vs 2019Fiscal Year
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Sewage Disposal Fund

For FY 2021 budget increased by 1.3 percent. This translated into a system average charge increase of 2.0
percent and suburban wholesale member partner average charge decrease of 1.7 percent.  

COVID-19 Pandemic

Charge increases to member partners were to take effect on July 1, 2020.  Due to the COVID-19 pandemic 
the Board delayed implementation of charge increases until October 1, 2020 resulting in a revenue reduction 
of $3 million for the water system and $2.65 million for the sewer system.  In September 2020, the Board
passed a second delay of implementation to January 1, 2021, resulting in another revenue reduction of $3 
million for the water system and $2.65 million for the sewer system. These delays in implementation of 
increased charges along with a substantial decrease in investment earnings as a result of the pandemic will 
require budget amendments for FY 2021 which the Authority is working on. In addition to these revenue 
reductions, the Authority is incurring additional operating costs for cleaning and providing a safe workplace for 
our team members. The Authority is working with its insurance provider for possible insurance recoveries as 
well as requesting reimbursement of qualifying costs from FEMA.

Requests for Information

This financial report is designed to provide a general overview of GLWA’s finances for all those with an interest 
in the Authority’s finances. Questions concerning any of the information provided in this report or requests for 
additional financial information should be addressed to Great Lakes Water Authority, Office of the Chief
Financial Officer, 735 Randolph, Detroit, Michigan 48226. This report is also available on the Authority's 
website at www.glwater.org.
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