
PUD BOC Financial 
Update & 2018 Budget 
Initial Planning 

2 June 2017



AGENDA

 Financial Service Update 

 Discussion of 2018 Budget

 Current PUD Financial Policies

 Planning for 2018 

 Costs; BPA; Personnel; Capital

 Rate Increase for 2018

 PUD Board Guidance



Financial Service Update 
Where we been and where we are going



2016 Financial Update

 2016 Financials were submitted to the SAO = Saturday

 State Audit Scheduled September-October

 Accountability – Internal controls

 2016 Form 7 was submitted to RUS end of March 2017 as required

 RUS Field Accountant here next week to audit original grant funding

 RUS General Field Representative – here two weeks ago

 RUS cushion of account fund – 5% interest; RUS future borrowing – discussion with RUS

 Will return to audit system 

 Areas still being discussed 

 Accounting for Plant – RUS versus SAO; How to handle CIAC – RUS versus SAO



2018 BUDGET GUIDANCE
Initial Board Discussion



JPUD Budget Requirements

 RCW 84.52.020 - File Budget with County; November 30, 2017

 RCW 54.16.080 - Hearing 1st Monday in October

 RCW 54.16.080 - Budget on File 1st Monday in September 

 RCW 54.24.080 - Rates fair and nondiscriminatory and adequate to provide 
revenues

 RUS Loan Agreements

 TIER, OTIER, DSC, ODSC – ratio’s    (Form 7 – 31 March)

 PUD BOC Financial Policy



Review PUD BOC Financial Policy
 RUS Minimal Requirement

 OTIER/ TIER   1.1/ 1.25

 DSC/ ODSC - 1.25/ 1.1

 Reserves Accounts

 Minimum 90 days of expenses on Planned year’s Budget 

 100%-125% of the established minimum level

 Water/Sewer – 90 days, plus largest critical failure, plus capital replacement

 General Fund – ½ of annual amount

 Borrowing – at least 60% from revenues

 County as PUD Ex-Official Treasurer

 Governmental Accrual basis of method of accounting.



Other PUD Policies – Allocation of Funds

 General Fund – Taxes – Policy is to Lower

 Water/Electrical Resources – Peterson Lake

 2017 Budget Allocation - Telecom Start-up; Audit Expenses; Facility; Minutes

 Enterprise Funds Allocation 

 Electrical (83%)

 Telecom – excess capacity 

 Water/Sewer (17%)

 Capital Budgets

 Electrical

 Water/Sewer



Budget – 2017   
 Division of Funds

 Electrical/Telecom

 Water/Sewer

 General Fund

 Show Both as Cash and Accrual Method 

 Depreciation - Interest and principal -Capital and Expense

 Budget Considerations

 Predicted a negative cash flow of 1.6 million for Electrical; but predicted 1.6 
million surplus on the accrual method

 Water and General funds were break-even

 TIER predicted at 1.47   - OTIER 1.129 (combined)





Cost Considerations 2018 Budget
Areas that effect Budget and require Board Direction



Cost Components of Budget 

 Power – Transmission and Supply - BPA

 Debt – RUS/ other

 Taxes – B&O; City of PT; Privilege  

 Depreciation -

 Operations and Maintenance – A & G – Customer Accounts

 Personnel

 Contractors – Tree Trimming

 Vendors - Material

 Venders

 Memberships

 Capital Budget 



BPA Rate Increase

 Originally Projected at 2.3 for Supply and 1% for Transmission:  3% for JPUD

 BP-16 =  $ 16,119,600;  BP-18 = $ 16,580,897  delta – $ 450,000 increase 

 Likely will be higher, plan on 5% - 16,925,000 delta $ 800,000 increase

 Potential increase to comply with court order spill – 2% with 5% will be 7% 
increase or a total increase of 1.13 Million dollars or 17,250,000 dollars

 CRAC adjustment – will know soon if necessary probably not

 Year end true up of $138,000 for excessive consumption for 2016

 Potential sell of BPA Transmission System

 Staff Recommendation: Project 7% increase in JPUD BPA costs for PB-18; 
assume CRAC will not happen or will be covered by reserves for only one year 
- 2017





Jefferson PUD: Tier 1 Load vs LSTU
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Debt and Interest on Debt

 For Electric – around 6 million a year – ½ interest and ½ principal

 For General Fund – Peterson Lake

 For Water/Sewer – LUDs

 New Debt potential (increase interest and depreciation; but not expense)

 New Facilities

 Meter Replacement

 Navy circuit - Substation

 Water/sewer 



Depreciation 

 2017 Budget – $4,666,900   current rate is $5,104,044

 Used for accrual method of accounting not cash method

 In calculating RUS Ratio’s - capital costs (including Labor) are removed from 
Expenses – as are any principal payments but depreciation is treated as an 
expense

 RUS TIER Calculation:   Interest ($3M); TIER >1.25 
 TIER Margin = (1.25*3)-3 = $ .75 M

 RUS OTIER Calculation:
 OTIER Margin = (1.1*3)-3 = $ .30 M



Taxes 

 Tax are Function of Revenues

 2016 actual $ 1,893,390;     2017 Budget  $ 1,918,186 

 Electrical

 Utility Tax - 3.873%

 Privilege Tax – 2.14% 

 City of PT - 6%

 Water

 Utility Tax

 Telecom

 Utility Tax ?



Other Expenses

 Personnel

 Contractors

 Vendors

 Material

 Other

 Communications

 Training

 Travel

 Memberships



Other Expenses - Personnel

 2016 Personnel Costs were $ 4.5 million

 2018 Personnel Costs projected at  $ 6.5 million

 Includes 3% COLA  (2017/2018)  – PERS up 1% 

 New Personnel – not in 2016 (water engineer, communications, HR*, controller*, 
CFO*, financial manager, Electrical PE*, Lead Foreman, telecom, SCADA, 
groundman, conservation specialist*, substation lineman, water/sewer)

 Increased Medical and Benefits  (used 5%)

 New Benefits include deferred comp, retirement –



Other Expenses

 Contractors/Vendors   - tree trimming – professional – routine -

 Materials/equipment

 Other: training, memberships, communications, travel, IT 

 Telecom



Capital Costs - Work plan

 Capital Expenses -

 Budget 

 2017  $3,737,500:    meters $1,000,000; aging conductor $554,500; 

 completion of irondale sub-station; US Navy improvements;

 2018  $4,847,500

 New Building  (0.00)

 Meters (currently $ 1,200,000) 

 MI-II (not directly in budget)

 Depreciation.  $ 5,104,044



Electrical Revenues

 Our systems are heavy on residential home users and is heavy on a 
consumption charge – as result the weather plans a very critical role in our 
annual revenues.

 Electrical Revenues for the past 2 years are:

 2015 - $ 32,002,337;  2016 – $ 31,586,675

 Budget 2017 – 34,163,505 (includes 2,078,195 from rate increase)



Rate Study
ees



EES Study



Changes

 Expenses:

 BPA potentially 17,250,000 versus EES 16,363,000 – $ 900,000 more 

 Personnel Costs could be million plus (6.5 versus 5.2) more than budgeted 2017 –
$1.3 million increase

 Capital – new building; meters



EES Rate recommendation

 Residential – base to 17.00 Jan 2018 (3.3%)

 General Service –

 Schedule 24 – base to 19.00 Jan 2018 (3.4%)

 Schedule 25 – demand to $5.5 June 2018 and energy to 8.3/kWh (3.7%)

 Schedule 26 – energy to 7.35/kWh June 2018 (5.1%)

 Schedule 31 – demand to $8.50 June 2018 and 7.25/kWh (5.1%)

 Schedule 29 – energy 6.65 per kWh June  2018 (2.0%)

 Schedule 43 – demand $5.50/kW-month June 2018 (7.3%)

 Lighting/PTP -



Reserves
Policy 100 to 125% of 3 month’s annual budget – 9 to 11 million.



Reserve



Conclusions

 BPA rates are going up higher than expected for 2018-19

 PUD Personnel costs will be 2 million higher than 2016

 Current EES COS shows a need for increased revenues regardless of 1st two 
bullets

 Cold winter has help PUD increase reserves, but cannot count on cold weather 
(RUS) in the future

 PUD is on path to meet RUS ratio requirements for 2017

 PUD has not funded new building in any budget; 



Questions



Where Next
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