
PUD BOC 2018 Budget 
Planning Workshop

7 August 2017 – 2nd in Series



AGENDA

 Purpose

 BPA Discussion on new Rates

 Overview of Budget Process and PUD Policies

 General update of financial situation

 Budget Costs Development 

 Capital Plan

 Revenues - Rates

 Board Guidance

 Timelines

 Conclusion



Purpose

 To continue the 2018 Budget process – update board

 To review current PUD policies – Board discussion/action

 To review current 2017 Budget 

 To go over projected costs and revenue

 To go over Capital Plans to include new facility

 To discuss need for rate increase and EES recommendations

 To plan next steps and schedule



BPA  Cost of power FY 2018-2019
Cost of Supply; spill surcharge; transmission charges; CARC





BPA  FY 2018-2019   -(hand-out)



BPA Power Supply and Transmission

 2017 Budget for cost of power: 14,032,759

 BPA estimated BP-16: 14,161,588 

 BPA estimate BP-18: 14,885,086

 2% spill charge: 329,000

 2017 Budget Transmission: 1,910,034*

 BPA-T estimate BP-16: 1,535,075

 BPA-T estimate BP-18: 1,539,369

 BPA-T WUCC/Peak DUES 40,000

 Total difference: 569,338  increase over budgeted 2017

 Difference from BPA 1,096,792



BPA Rate Increase

 Originally Projected at 2.3 for Supply and 1% for Transmission; recently 
received projected Supply at 5.1% and Transmission as a decrease.

 BP-16 =  $ 15,696,663;  BP-18 = $ 16,424,455  delta – $ 727,792

 Potential increase to comply with court order spill – 2% on conservative side 
or about 300,000.  This would be calculated and billed monthly starting May 
of 2018 until October, than monthly (?)

 CRAC adjustment – not going to happen in 2018

 Year end true up of $138,000 for excessive consumption for FY 2017.

 Staff Recommendation: Estimate 2018 budget of 16,500,000 from BPA for 
power and supply;  add a line for spillage for approximately 300,000.



BPA Cost of Power – 2018  (hand-out)

BPA Charges for 2018

18-Jan 18-Feb Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-17Total

Total Power Charges 1,667,973 1,660,114 1,409,325 1,282,599 930,025 1,019,804 1,068,598 959,829 1,020,676 1,242,558 1,254,700 1,438,377 14,885,086

Total PF Load (Tier 1 and Tier 2) 
[MWh] 42,001 35,823 36,681 30,959 27,517 23,757 24,120 24,046 24,260 28,940 36,975 43,335 378,413

Total Transmission Charges 161,254 159,398 156,746 121,089 97,612 100,387 101,436 97,846 88,885 122,309 147,488 184,918 1,539,369

Total Charges (Power + Transmission) 1,829,227 1,819,512 1,566,071 1,403,688 1,027,637 1,120,191 1,170,034 1,057,675 1,109,561 1,364,867 1,402,188 1,623,295 16,424,455

WECC/peak Dues from prior 5,000 4,000 4,000 3,100 2,700 2,400 2,400 2,500 2,400 3000 3,300 5000 39,800

Spill Charge - 40 million 85,167 67,194 59,002 65,347 59,202 338,912

Total BPA charges $1,834,227 $1,823,512 $1,570,071 $1,406,788 $1,115,504 $1,189,785 $1,231,437 $1,125,523 $1,171,163 $1,367,867 $1,405,488 $1,628,295 $16,869,659



2018 BUDGET OVERVIEW - GUIDANCE
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 acts as PUD Ex-Official Treasurer

 Governmental Accrual basis of method of accounting.



Comparison of ratio’s:

YE 2016 Financial 
Policy 

Requirement

PUD 
2016

US TOTAL State – WA Customer 
Size

Current 
Power 

Supplier

Average, 
considering 
all ratios:

TIER 1.25 1.48 2.62 3.24 2.71 2.79 2.57

TIER (2/3) 1.48 2.79 4.27 2.85 2.87 2.85

OTIER 1.10 1.09 1.94 3.0 2.01 2.29 2.07

OTIER (2/3) 1.09 2.10 3.2 2.14 2.40 2.19

DSC 1.25 1.57 2.06 2.88 2.08 2.45 2.21

MDSC 1.38 1.94 2.70 1.96 2.30 2.06

ODSC 1.10



Other PUD Policies – Allocation of Funds

 General Fund – Taxes – Policy is to Lower until zero when lake is paid off
 Water/Electrical Resources – Peterson Lake

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

 Currently $500,000; could raise back to $625,000

 Enterprise Funds Allocation –
 Electrical (83%)

 Telecom – excess capacity to electrical

 Water/Sewer (17%)

 Capital Budgets
 Electrical

 Water/Sewer

 General 



Budget – 2017  (hand out 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)





2017 Financial Auditing Update

 RUS Field Accountant Audit of Original A8 Loan was approved with only one 
comment – which is being rectified – ***

 State Audit Scheduled September-October for 2016 financials

 Will have Utilibiz here at end of the month to assist in financials, work orders, 
assets, and Budget

 Using Moss-Adams for review of processes and financials

 Adding utility accountant position.



Cost Considerations 2018 Budget
Areas that effect Budget 



Cost Components of Budget 
 Power – Transmission and Supply - BPA

 Debt – RUS/ other

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

 Depreciation – water assets

 Operations and Maintenance – A & G – Customer Accounts

 Personnel and benefits

 Contractors/Consultants – (Expense, e.g., Tree Trimming, call service,  Legal)

 Materials 

 Vendors – L/G; NISC; PURMS; Memberships

 Misc.  - Outreach, training, safety, education, conservation

 General Plant – Facilities, equipment & fleet

 Capital Budgets 



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 – LUD’s 

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

 New Facilities 

 Meter Replacement program

 Navy circuit – Substation – capital budget unplanned (MI-II)

 Water/sewer – (Brinnon, Shine Plat, Quilcene)

 Telecom ?



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

 Water assets are being updated and will provide accurate figures for Audit 
and depreciation 

 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;  est. 2018  $ 2,200,000 

 Electrical

 Utility Tax - 3.873%

 Privilege Tax – 2.14% 

 City of PT - 6%

 Water

 Utility Tax

 Telecom

 Utility Tax 



Other Expenses -

 Personnel & Benefits 
 Contractors/consultants
 Materials
 Plant – Distribution and General
 Other

 Communications

 Training 

 Travel

 HR/ recruiting 

 Records managment

 Memberships

 Safety

 Recruiting 



Other Expenses - Personnel

 2016 Personnel Costs were $ 4.5 million

 2017 Personnel Budget $ 5.5 million

 2018 Personnel Costs projected at  $ 6.2 million

 Includes 3% (3.5%) COLA  (2017/2018)  – PERS up 1% 

 New Personnel – not in 2016 (communications specialist, HR*, CFO*, financial 
accountant, Electrical PE*, Lead Foreman, telecom**, SCADA, groundman, 
conservation specialist, substation lineman**, water/sewer operator, staking 
engineer**, engineer EIT*, CSR*) apprentices.    All but 3 in 2018 budget at 
beginning of year 

 Increased Medical and Benefits  (used 5%)

 New Benefits include deferred comp for all employees, extra holiday  



Other Expenses

 Contractors/Vendors   - tree trimming – professional (legal, accounting, 
auditing, engineering, training) – meter reading – Billing accounting system

 Materials/equipment – vehicles/computer/ O & M materials 

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

 Telecom –

 Currently funded out General Fund, but will quickly exceed budgeted amount.  
Considering part of Electrical – excess capacity 

 Should take over from Noanet by next year.  Revenues are unclear



Capital Costs - Work plan  (hand-out)

 Capital Expenses -

 Budget (Electrical)

 2017  $3,737,500

 2018  $5,040,000

 New Building  (0.00) not included

 Meters (currently $ 1,200,000) 

 MI-II (not directly in budget)

 Water Capital Plan to be refined

 Depreciation.  $ 5,104,044 estimate but going up.



Facility Options – 2018 Budget

Alternative 1 – Split Facilities Alternative 2 – Consolidated Facilities

Phase 1 $2.09 – $2.31 million $1.66 – $1.83 million

Phase 2 $2.40 – $2.65 million $1.97 – $2.18 million

Phase 3 $3.95 – $4.37 million $3.95 – $4.37 million

Phase 4 $6.49 – $7.17 million $6.49 – $7.17 million

Phase 5 $5.01 – $5.54 million $5.01 – $5.54 million

Total $19.94 – $22.04 million $19.08 – $21.09 million



Revenues
Rate Study -EES



Electrical Revenues

 Electrical Revenues for the past 2 years are:

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

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

 Actual to date, plus budgeted:   $ 35,562,251

 Budget 2018   –

 2017 Budget * 1.03 for growth/no rate =    34,163,505 * 1.03 = 35,188,410

 EES study update (next slide)

 Additional

 Fees and charges; borrow money; raise rates



EES update of revenues based on rates

Total Revenues byt Class

Revenues at 
Proposed 

Rates Revenues at June 2017 Rates

Increase in 
January and 
June 2018

Increase in 
January 2018 Increase 2019 Increase

2017 2018 2019 2018 2019

Rate 7 -Residential $21,829,869 $22,089,286 $22,172,880 $22,543,086 $22,854,681 3.3% 1.0%

Rate 24 -General Service (<50 kW) $4,450,367 $4,292,143 $4,308,517 $4,603,881 $4,667,658 3.4% 1.0%

Rate 25 -Small Demand $2,128,914 $2,193,958 $2,201,583 $2,240,656 $2,270,927 5.2% 1.0%

Rate 26 -Large Demand $852,322 $887,045 $890,411 $895,954 $908,347 5.1% 1.0%

Rate 31 -Large Demand Primary $962,520 $993,748 $993,748 $1,011,775 $1,021,892 5.1% 1.0%

Rate 29 -Irrigation $3,469 $3,470 $3,470 $3,540 $3,575 2.0% 1.0%

Rate 43 -Interruptible Schools $468,122 $474,912 $476,670 $502,235 $509,135 7.3% 1.0%

Street & Hwy Lighting $187,204 $187,204 $187,204 $193,756 $195,694 3.5% 1.0%

PTP $2,733,002 $2,841,476 $2,841,476 $2,841,476 $2,869,891 4.0% 1.0%

Total $33,615,789 $33,963,243 $34,075,959 $34,836,359 $35,301,802 3.6% 1.0%

Note: 2018 Increases include a customer charge increase in January and energy and demand charge increases in June.



EES Study



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 -



Summary of Changes

 Expenses:

 BPA potentially 16,900,000 versus EES 16,363,000 – $540,000  additional

 Personnel Costs could be over million (6.2 versus 5.2) more than budgeted for 2017 
– $1 million increase

 Capital – new building; meters; completion of substation – $ 5,000,000

 Normal inflation plus new projects (telecom)



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



PUD Fund Balance 



Draft 2018 Budget using current 
figures 



Combined Draft 2018 budget



Draft Electrical 2018 Budget





Draft Budget 2018 Water



Conclusions
 BPA rates are up 5.1 percent and could include another 2% 

 PUD Personnel actual costs will be more than 1 million higher than 2017

 Current EES COS shows a need for increased revenues regardless of 1st two 
bullets – based on the then capital plan.

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

 Currently, new Facilities are not in 2018 Budget; approx. 1.8 million

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

 Draft 2018 Budget using current rates will not make TIER in 2018

 Can reduce expenses, increase revenues (rates, borrowing, fees) or both



Next Steps 
 Staff completes draft budget; Assuming we will follow current policies

 Do not change TIER  target of 1.25

 Tax Revenues are lowered by 5,000 dollars

 Leave pro-ration of costs between water and electrical the same

 Staff changes Tax Revenues to fund only Lake and Telecom department

 Draft budget to include EES recommended rate increases

 Draft budget to Board by August 29th and on file 1st September

 Facility workshop is 30th of August – expand to discuss budget?

 Budget workshops in September, October 

 1st Monday in October is Budget hearing



Board recommendations/questions
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