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The conditions precedent for the leasing of water and sewer operating assets
to GLWA have been completed; allowing for a January 1 bifurcation of DWSD

]
» Bondholder consents have been secured

» Shared services agreements between DWSDR and GLWA have been approved by the
BOWC, Mayor and the GLWA board

» Agreement on methodology for allocating pension funding and investment expenses to
GLWA / DWSDR has been completed

» Wholesale customers have agreed to the assignment of contracts from DWSDR to GLWA
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After the 1/1/2016 bifurcation of DWSD the remaining local system will be a
425 employee $466 million organization

|
DWSD Annual Revenue Distribution DWSD Employee Base Distribution
[ i Back Office
CltyGE/qmty S
0 g o
Pal}?::ﬁts Water Rates Facnllty Ops 13%
11% 23% 1%
Meter Ops
i 11%
Field
Operations
45%
Sewer Rates Customer
60% Service
o 27%
Total Revenue ~ $466 MM | Employees - 425 FTEs |

« Currently operating with approximately 394 FTE's
« Biggest headcount gaps in meter operations and customer
service
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DWSD has assembled an executive team with a broad array of experience to
move the operations forward

Team Member

Position

Background

Gary Brown

Executive
Director

BS Degree from Wayne State University

Master's Interdisciplinary Technology - Eastern Michigan University

26 Years - Detroit Police Executive

3.5 Years - President Pro Tem - Detroit City Council

18 Months Chief Operating Officer - City of Detroit (Bankruptcy)

2 Years Chief Operating Officer - Mayor Michael Duggan Administration

18 Months - Member of Root Cause Committee for DWSD under Judge Sean Cox
Vice Chair of Great Lakes Water Authority

Interim Director of DWSD

Rob Presnell

Chief Operating
Officer

Tier One Consulting background in Strategy, Operations and Technology

MBA from Ross School of Business at the University of Michigan

Served as Chief of Staff and Special Projects for Detroit COO during bankruptcy

Experience with both public and private entities delivering multi-million dollar transformation projects

Palencia Mobley

Deputy Director /
Chief Engineer

15 Years of Engineering Planning, Design and Construction Experience for municipal water and
wastewater utilities

Licensed for 10 Years as Professional Engineer in the State of Michigan

BS Chemical Engineering {University of Michigan) and MS Civil Engineering (Wayne State University)
Specializes in Asset Mgmt, and Capital Improvement Program Mgmi.

Focused on data driven decision making for optimal organizational efficiency

Marcus Hudson

Chief Financial
Officer

23 Years of Financial, Operational, and Strategy experience

MBA from University of Michigan

Extensive restructuring experience

CPA, CMA, Certified Turnaround Professional, Certified Insolvency & Restructuring Advisor
Served as VP of Purchasing / Supply Chain and Treasurer for $1 billion public company
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DWSD continues to collect retail revenues; however, collections are pledged to
GLWA and run through a “flow of funds” before DWSD can use for I&E

‘ DWSD I | GLWA Trustee I
Receiving Funds I = I
DWSD 0&M

.
IPAEUB  Customer Payments:
YOURBFELS » Kiosks

BASNSM - Customer Service Cash

& Checks . Operating Pension
* [VR Credit / Debit
» Lockbox
Debt Service

@ DWSD Bank Accounts I____: Non-Oper. Pension
DWSD O&M Account -, 18

\VIOIUL

DWSD Construction Account I

Available for I&E l
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DWSD and GLWA will continue to share certain back office functions; each ,gg
party will pay the other for services received O\
%)

EpLs

GLWA vs. DWSD Shared Service Costs

» On balance, DWSD will pay GLWA $5.3

GLWA Ops +  DWSD Ops million, most of this relates to IT
e ) ' - $10,000,000 services
_$II|n - T servers transferred to GLWA
: - $9,000,000 - :
. - Requisition and inventory
i - $8,000,000 management systems transferred
i to GLWA
! - $7,000,000 — Required IT personnel support
$5.8 million | i _ 6,000,000 » Payments for shared services will be
' AR netted on a monthly basis
- $5,000,000 — Invoices will be created listing all

\ $4.0 million shared service charges

% $0.6 million - $4,000,000 — CFO's of GLWA and DWSDR will
E - - $3 000,000 confer on appropriate net payment
i S for the month

5 million 4 . - $2,000,000 » The shared services agreements
5 $3.4 million; contain true-up provisions
: - $1,000,000
! e —  Cost allocations will be evaluated
| : _ L $0 by an independent third party
GLWA Services DWSD Services - Under or overpayments will be

seftled in cash
‘ Ops IT I

(1) Excludes approximately $38,000 in payment for procurement services
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DWSD’s ability to generate funds for system improvement will ride on our
ability to improve and sustain our collection rate above 85%

» DWSD lease payments can be used for

Impact of Collection Rates on Lease Payment one of three purposes
Tahili Hahility (7
$120,000 Availability & I&E Availability — Paydown of debt in support of rates
5 WorLd Class Rate : —  Improvement & extension of the
g . 22;’ million : local system
100,000 G ) _ i i
;."E : available for 1&E \ ! Monetization for construction
=T T > InFY 2016, DWSD used approximately
= $80,000 i E $22 million to support rates; without
T : ' improvement in collection rates this
= Current Rate ~ i E amount is likely to continue
S $60,000 | 8e% N i E - Volumes are flat to declining
= - $32 million i - Organization has already reduced
S $40,000 headcount significantly
g T T T — Costs are likely to rise, not fall
O $20,000 ' : : going forward-
: : : B World class collection rates exceed
: : ;’ 95%; achieving this rate would raise an
$0 : : " additional $56 million for investment
15% 78% 80% 83% 85% 88% 90% 93% 95% 98% 100% - Cut system replacement time from
Population Shift 50 years to 20
i Avaﬂab’e Water Funds | Ava”able Sewer FundS - |mpr0ve self funding V[abmty
D Additional I&E Availabilit —  Improve pipe leakage issues;
{1) All figures calculated asstming 4% maximum rate increase reducing customer costs
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Shut-offs will only take us so far — optimizing the collection rate requires
redefining DWSD as a customer oriented organization; this is our mission

Refocusing DWSD Priorties

» While shut-offs can be somewhat successful in driving increased collection; it's limited in
its ability to drive sustainable value

— Expensive to conduct
— Promotes conflict between the utility and the customer and a desire to “beat the system”
- Doesn't address root causes of non-payment including accessibility and affordability

» Reaching the goal of making DWSD a world class organization will require a different
approach: the customer has to be first. Accordingly, we are redefining the priorities of our
organization...

» ...First priority: Improve customer service
» ...Second priority: See our first priority

» ...Third priority: See the first two priorities
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To hit the ground running, we have already begun formulating projects
around the “three A’s” of customer management to support our mission

DWSD Project Focus / Thought Starters

Three A's

Purpose

Projects / Studies

Potential Impact

Accountability

Drive personal
accountability to
customers that have an
ability to pay

Upgrading of IT systems to
become PCI compliant

Linking of accounts to names and
social security numbers

Changes in account opening
process

Examination of landlord / tenant
requirements

Tie accounts fo responsible
parties; decreasing ability to
“walk away” from bad debt
Redirect bills to parties ultimately
responsible for properties
Decrease bad debts built into
rate structure

for all customer classes
and ensure equitable
allocation of costs
between classes

Examination of rate allocations &
wholesale rate advocacy
Investment in green infrastructure
Investigation into broader fund
source for plumbing retrofit
Revision of drainage charges

Accessibility Improve convenience of Leverage of DTE payment Kiosk Increased customer payment
paying for customers infrastructure touch points
Increase customers Upgrading / improving of IVR Quicker / focused response to
ability to contact DWSD system customer complaints
Centralized complaint system Improvement in cash collections
Affordability Minimize cost of service Blue Ribbon Panel study Lower costs for low usage

customers

Improve efficiency of system
Improve efficiency of extended
infrastructure; i.e., housing stock
Reduce allocation of fixed
charges to retail customers
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Though there is some low hanging fruit, implementation of projects and
“fixing” the department will take time

|
» Significant data clean-up issues must be resolved

— Billing / customer data
— Fixed asset data

» System upgrades / modifications required to billing system to support potential changes in
rate calculations

- Multiple rates blocks
— Impervious area charges
» System requirements for integration into DTE kiosks yet to be defined

» Cost studies required to support changes in rate structure and allocation methodology

» Legal review of any proposed changes in landlord / tenant arrangements and drainage
revisions
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Appendix: Detroit Resident Dynamics
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In hopes of facilitating an affordability solution, we have analyzed the Detroit

customer base to answer several basic questions

DETROIT RESIDENTIAL ANALYSIS OVERVIEW

The Data

Monthly CCF usage of 128,000 Households out of 217,000 retail customers with focus on 1"

pipe size and lower

- Eliminated churches

— Eliminated residential businesses
— Eliminated outliers

Househalds grouped into 1,017 census tracts for regression analysis

Questions

Why Its Important

What We Found

What are the drivers of
water usage?

Determines focus, design, and potential

effectiveness of varying water affordability programs

Income, household population,
structural age major drivers of usage

What is the basic level of
water use in the typical
Detroit?

Points to most basic level of monthly usage; i.e.,
lifeline usage

Determines potential starting point for inclining
blocks

Base water usage appears to
approximate 2.5 CCF for a household
of two at the lowest income levels

What is the distribution of
water usage for Detroit
customers

Determines reach of potential solutions; i.e., who is
aided by water affordability programs and who isn't
Determines magnitude of potential issues
Highlights other issues that may be important to
providing affordable rates

Wide distribution of water usage
across and within income classes
suggesting “cheap” water isn't the
sole issue

What is the probability of
customer payment given
income and water prices?

Highlights other issues that may be important to
providing affordable water

Strong relationship between income
and probability to pay and days
outstanding
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City of Datroit Water & Sewerage Department

Local Water & Sewer System Budget
January 1, 2016 through June 30, 2016

Initial Budget for

Budget Submission to

Exhibit A

Comments

Includes Pension Reimbursement
Includes $5.65 million of Allocated Expansas

WRAP paymant
Nei Lease Payment to 1AE
Budget Stabiiration

Includes Pension Reimbursemerit
Includes $82.3 million of Allocated Expenses

tncludes $5.6 million of Budgel Stabilization
Inctudes WRAP & Share of Lease Payment
Additional Reserves From Lease payment

New DWSD Funds {1) BOWC Approved Budget CashonDay1 FRC
Appropriation Categories [2) Budget FTEs Budget
Water Reveriyes
20173 - WDWSD-R Operating Revenue 3 - s 49703100 § 36,547,876 S 886,250,976
20176 - WOWSD-R Non-Operating Revenue = - - -
Total Water Revenaes H S s 40,703,100 $ 36547876 & 86250976
Water Expendiiures
20166 - WDWSD-R Administration H - 4342006 % - $ 4,342 008
20167 - WOWSD-R Operations - 18.404.738 - 18.404,738
20188 - WDWSD-R Compliance - 2,194,735 - 2,194,725
20169 - WDWSD-R Finance - 860,259 - B60. 259
20170 - WDWSD-R Customer Sve - 4412992 - 4,412,992
20171 - WOWSD-R Planning : - e 27169 _ - 27,169
Tolal Water O&M $ - - H) 30,241,900 § - 1 30,241,900
20172 - WOWSD-R Debl Svc & Amort s - 16,192,900 15,100,000 31,282,800
20173 - WDWSD-R Operating Revenue 211,100 111,382 322,482
20174 - WDWSD-R Long-Term Planning 1,893,700 20172981 22.066.681
20175 - WDWSD-R Reserves - 1,163.500 1.163.513 2327013
Total Waler Non-O&M - 19,461,200 36.547.878 56,000 076
Total Water Expenditures Budget | F— $ 49700100 5§ J6.447.876 § BG.260.876
Capital Funds
13522 - Water Bond Fund Series 2011 Revenue 15 000,000 15 CHeD, Do
13522 - Water Bond Fund Senes 2011 Expense 15,060 000 15 (H00, D00
Sewer Rovenues
20184 - SDWSD-R Operating Revenue L - s 122622500 % §5967,279 § 178,589,779
20187 - SDWSD-R Non-Operating Revenue - - - -
Total Sewerage Revanues : § 122622500 $  G5.067.279 § 175589779
Sewer Expenditures
20177 - SDWSO-R Admimistration $ - - 1 3307762 S - 3,307,762
20178 - SOWSD-R Operations - - 90,282.218 - 90,282,218
20179 - SDWSD-R Compliance - - 2,045,909 - 2,045,909
20180 - SDWSD-R Finance - - 689,218 - 689,218
20181 - SDWSD-R Customer Svc - - 4.412,992 - 4412992
Total Sewer O3M H . - H 109,738,100 § - 3 100,738,100
20183 - SOWSD-R Debt Svc & Amon H - s 16.760200 & 35.100,000 51,860,200
20184 - SOWSD-R Operating Revenue - 3,643,300 6,542 518 10,185,818
20185 - SDWSD-R Long-Term Planning - 1,480 900 11 529,026 13,008,326
20186 - SOWSD-R Reservas - - 2.795.735 2,785,135
Total Sewer Non-0&M - 21884400 55.967,279 77,851,679
Total Sawerage Expsndituras Budgal s § 122622800 §  SE967.279 5 1ILEER.T8
Capital Furkis
13723 - Water Bond Fund Senes 2015 Revenue -
13723 - Water Bond Fund Senes 2015 Expense -
Total Watar & Sewer O&M - 3 - - H 130,984,000 - [ 130,980,000
Total Water & Sewer Non-D&EM 3 - 3 A1, 46600 § 92,515,154 § 133,860,764
Total Budgsted Expenditures - 172,325,600 92,515,154 264,840,764

Note 1: All amounts ara zero as this is lhe initial budget.
Note 2: “R" indicates the local “retail” systemn.
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Cliy of Detroll Water & Sawarage Depariment

Compatison of FY16 Budgets
BOWC Approved Full Year St Year GLWA
Budgst CAWSD Half Year Budgel Siub Year DWSO-R Budger™ Budger
FIEs  __ Buger
Yeater Ryvenves
C4B26 - Revenus - Water Recerng 3 407093800 200048945 3 d9TENI00 3 1545
04827 - Reverws - Wate Oparsuon -Mamenance 94 TO0 AT 350 - 47,350
0018 - Dett Senrce and Llantenancy 1,035,700 SVI,850 - S17,850
00164 - Water System Improvements AB4 500 202250 - 202,270
00553 - Waler Extracr dnuty Repinr snd Replacement 170.500 45.250 - 85250
12140 - Water Batvd Fund Senes 2007 - - - a8
Totad Yater Revenues I} s . 1 W M 1Y | S SEG— .} N R W1 AL Y
DOCAS - Admrawsiraban 105 % 227801280 § 11, 40062596 % 4288173 3 7001450
00085 = Furancaal Servces L) 4152832 2078416 350280 $.218,154.00
DO0AT - Assal Mantsnance 293 35851009 17,925,504 r| 17.925,504.48
DO0AA - Water Cperaons. 151 51,702,082 20,851,041 TH. 404 TIY 10,446,301.20
12443 « Ink & Systerms & O 68 29990065 99353 2184728 1280479752
12758 - Publec Aftart 187 11 &75. 13 5,737,659 4412692 324 66710
13314 « Process and Cuskty Contral 14 Ja3 TR 391, - 351, 068.00
Totel Waler CRM LU LR 8 M 3ezesA0 VI § §7,740.T44
25167 - Dabxt Sernce and Mantsnance 3 193,342 £00 3 20,8231 £00.00 1 16,192,900 ] 80.484,500
QOB - Watw System Impsovements 20,566.100 10283050 TR0 § £.388,150
Q4826 - Water Recerving £.841.200 990600 21000 § TR 500
QABZT - Water Oparshion -Mantenance 2250 D 11.250.000 $ 11,250,000
0583 - Water ¥ Reper - - s -
5733 - Reserve Depotst 2EXIN0  § 1LMLSH00 3 1183500 148,450
Torsf Water Non-O4M 24101000 3§ 120,517 000.00 19481200 3 TO1.055 00
3 -
Total Water Expanditures Budget Lo myreersy B POLEMREM A AMTDOI00 e 1S21M44
Capital Funds™
13522 - ¥Water Bond Fund Sanes 2011 - Revenus 3 MWI54TS50 8 101 79273000 % 15000000 % B THLTS0
13522 - Waster Bond Fund Sehes 2011 + Erpema 03557 500§ 104 792,750.00 15000000 % B4.T98 750
Scwer Revenues
00438 - State Revenus Shanng - Stats Ravels H 0 ] - 3 a 3 -
D&324 - Revenue - Sewerage Recernng 521302247 % 283 651 124 22 627 00 141 028 628
04329 - Revernn - Siwir sg0 Opetstan - MENSANCE 135900 3§ &7 550 67 950
OGEES = Interest and Band Aedempion. 187300 § 6U345¢ £93650
DO1ES - Sewerdde Syilern Imprevenants H5400 § 182,700 t02 700
00443 - Exyamarchnary Repars and Replacement AT % $22.2%0 122350
11771 - Sewserege Bond Furd Sanes 2015 Sen Taptal Fund sacko Sew T Fund sacson
Total Sewwtigs Rivenues U7~ VI TYY T | Y5 1| % : [y S} L 7o X G WML L
Sroyr Expenaituiey
00089 « Ararwitl e = ] 10N |Es224 3 Ia¥TTE 3 11T 4%
0090 - Frnancaal Sermcey. . simin 311462 609210 § 2425 402
00161 - Asset Marntenance “ 19.314 387 9657 194 =i G657 1M
00162 - Wastewater Plard Cpesrss o 442 ngesgan 58,345 200 Rt T 19 836 995
12849 - & Bystems & - 28,857,005 4440503 - 13 14 444, 509
12759 « Publc Aftaary. - 10,728,750 533375 4412097 § #3083
13315 - Process and Quakty Conyol 1805 434 BOZ2719 o 3 s02 119
Tois! Sawer DM 1] 218, “r o1 10034601 a w0 ¥ S9.382.737
(X163 = Intevest andd Bond Redemenon H 253460400 3 126TH 20000 635M 213 % 55,169 947
00169 - Sewsrage Sysiem Impravemaents W/R800  § 12,979,150.00 AL ] 11 298 250
QREZD Sttt B Recaremy 2690800 § 1304 400.00 E 1,305 400
02829 - Sewnrage Operation - Matisnance T S00000 8 13,750.000.00 3843300 15,108 700
05735 « Sewerage Reserve Depost 04400 8 1,602 20000 - 1,502,200
$2139 - Sewerage Bond Fund Sarmes J007 = [ . B .
Totel Sewer Non-OH LM NI 156.370.950.00 71653413 82712537
Tota) Seweraga Expenditures Budgel L iy i b ERADA 5 S S .} ¢ X R WL} & . W iL]
Capital Funds™
13723 « Sewetage Bond Fund Senes 2015 - Revenus 3 8,000,000 3 3.000.000 ] - 3.000.000
13723 - Swwersge Bond Fund Senss 2015 - Expanse 3 6000000 ' § 2,000.600 - 3,000,000
1350 4 AL B [N TR TR0 4 10,523,481
;3 EELTIEBO0 % L7850 § 3110413 3 123,760,297
10,234,008 HEEIT A 172,325,400 IHINMME
209 547 500 104,793,750 15,000,000 45, 731.750
* Hoted thad the Tnenreal Budgel by the City haa v fughvlaesd summary and detsded amounts of FTEs. The Lolal from the detasled kst i shown here 1 compangon. The
fughrievel cummanes tised 1 181 FIEL for Waler and 68) FTEs for Sewer
**The captal fuds e identfied m 4 Leparats sechon of the BOWC approved budget. Capatal funas. h non-O8M Eudget in the FAC approved budget.
"Ths s & guacekne only. Thers may be ] betwern

S Tive GULWA buddgd Hepresents the budpet smourtd fo ba reroed ol

Exhibit A

20173 - WDWSD-R Cperstng Revenue
20178 - WOWSD-R Hon-Operstng Revinua

20172 - WDWSO-R Debt Svc & Amort
20174 - WDOWSO-R Long-Term Plarmang
20113 - WOWSO-R Opersting Reverue

20175 - WDWSD-R Reserves
Toral Water Nan-OL

Totad Water Expenditures Budge

Capilad Funds

13522 « Wated Bord Fund Senes 2011 Reverne
13522 - Wt Band Fund Senes 2811 Esperas

Syew; Hevenuey
20184 - SIWSD-R Operaeng Reverue
20187 - SIWSO-R  Hon-Operatng Revenus

Totad Sewnrage Revenues

TO9TT - SOWSD-R Advunestration

201840 - SDWSED-R Finanes

20178 - SOVWST-R Operstions.

20121 - SEAWSD-R Customer Svc
Feiad Sewer OAM

20187 - SDWSD-R Detl Svc & Amorl
20185 - SDWSD-R Long-Twm FPlanreng

20184 - SDVWSD-R Operaung Revenus
20188 - SDWSD-R Reserves

Tetad Sewsr Non-OLM

Total Sewetage Enpunditures Budget



