
May 25, 2016 
Brian Baker’s Comments on GLWA Water Budget & Charges 
 
Mr. Chairman -  
 
I first want to thank Nickie and her staff and Bart for all their hard work during this 
budget process.  As you know, one of my goals is to pass on a portion of the promised 
savings to our wholesale customers and ultimately the ratepayers, without impacting 
our excellent water quality and also improving infrastructure. 
 
A year ago, the ratepayers were told they had to fund a new $50 million/yr lease 
payment. With this 2-year budget, $150 million will now have been collected from 
ratepayers. We have to start to deliver and begin to offset this new burden on 
ratepayers and the budget is the mechanism for doing this.  
 
A 4% limit on the budget was also promised. But this is a limit, a not to exceed 
number.   
Unfortunately this budget uses that maximum and doesn’t reflect the savings that I 
have been looking for. 4% sounds low but it’s actually more than 13x the inflation rate 
this year. And we know that this 4% budget translates to a much higher wholesale 
water increase to many of our customers – many near 7% increase.   From what I have 
seen, less than a 4% increase is achievable. 
 
Not everything in the budget goes up 4%. Debt (50% of budget) not going up 4%.   
O&M (35%) shouldn’t magically goes up the full 4%.  A budget is based on what is 
needed, not some automatic maximum increase. Lease payment (LP) and Pension – 
both major costs - are fixed – not going up at all. Revenue Financed Capital (RFC) – the 
bottom line- is going up 100% - which is good.  However, remember the main reason 
RFC is not even higher is because of how the LP is being funded. We didn’t save 
money to offset the LP, but just borrowed more. 
 
In this budget, I identified more than $50 million in unbudgeted savings - savings 
opportunities that are not reflected in the budget, that would allow us to lower this 
year’s water rate increase and the time to permanently achieve the more than enough 
savings to offset a 10% rate increase next due to loss of Genesee all while still 
increasing bottom line and still give us a cushion for unplanned events. 
 

$14 million – Unbudgeted Flint revenue 
$13 million – Debt refinancing  
$10 million – Increased contingency 
$8 million – Biosolid savings 
$5 million – Debt overstated 

 
Excludes other promised savings: energy, contractors, procurement, personnel 
(30% vacancy vs 10% assumed) asset management, HP payments etc. 
 

Most of what we save should go toward bottom line, but at least some should go to 
our customers. By applying only $4 million of these $50 million of savings we could 
reduce water charge increase by 1% 



 
This would not have a negative effect on bond ratings.  The bond rating agencies 
would love to hear the story of how we are becoming more efficient and achieving 
savings. In fact they speak to this in their bond analysis. That would still leave us with 
$46 million – which is more than enough to offset the $18 million impact of losing 
Genesee next year –  
 
I suggest we formally direct an estimated, conservative amount of these savings into 
the Budget Stabilization Fund now to offset future large rate increases, and not wait 
until a promised quarterly amendment process which we have yet to see. 
 
But the key is that less of a rate increase this year is not mutually exclusive to 
smoothing our rates next year – both can be accomplished. And it still give us a 
cushion for additional unplanned events, and still improves and in fact doubles our 
bottom line/revenue financed capital by $30 million and gives management the time 
to achieve additional promised savings. 
 
We reduced sewer increase by 0.3% – but that was not a savings, only extending HP 
debt from 4 years to 5. If it’s too late to reduce the water rate increase, then is it was 
too late to reduce the sewer charge?  If it only pennies for water, it was only pennies 
for sewer.  If locals chose to not pass on the savings, shame of them – but they are our 
customers, we don’t control their retail rate. The locals can decide if when they want to 
pass on the savings, or use the savings toward infrastructure or for changing water 
quality regulations. Or to offset volume declines.  All of these issues impact them far 
greater than it impacts this authority’s budget. And almost none of local’s revenue is 
fixed – ours is close to 90% fixed.  I am sure if you asked the retail customer, even at 
this late date, they would gladly choose a reduction. 
 
We need to send a message that this is a new day, the budget doesn’t go up the 
maximum, and send a clear signal that savings is what we need to achieve. 
 
I have heard some say this is too risky.  DWSD lost billions in the past with SWAP, failed 
capital projects – true – but we knew that going in. We could have added protections 
and used a portion of the $2 billion LP toward that effort.  We are not going to make 
up for all losses immediately – but we are doubling RFC – a great start. But we also 
have to save money to offset these past errors.  I too agree that lack of financials is not 
ideal – but every unknown is not necessary a negative. And it is not ideal that the draft 
2015 audit will not be provided to us until next week.  But we have built in much 
greater revenue certainty with the floating 2 year water volume average now. And we 
have been told the sewer plant fire affects more the timing of CIP sewer 
improvements.  There are always GASB impacts – but we are already paying early for 
past pensions for next 9 years, which helps fund LT legacy costs. 
 
I wouldn’t suggest it if I didn’t have a way to pay for it, and still have plenty of cushion 
left and still conservative enough for possible unknowns.  So I will be voting against 
the water budget and wholesale charges. 
 
Thank you for the opportunity to comment and I appreciate everyone’s time and effort 
in reviewing the budget.  


