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She counts among her clients some of the largest public power 
systems in the United States and she has helping them with 
implementing the latest GASB statements. She is involved with a 
number of state electric, water, and wastewater organizations and is 
also a member of the AICPA and several state accounting 
associations. She is also an instructor for the APPA Accounting 
Education Institute series.
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mailto:Bethany.ryers@bakertilly.com


4

Baker Tilly Energy & Utilities Team



01 / Basics of Financial Statement Analysis

02 / Items Impacting Metrics

03 / Detailed Analysis – Key Metrics

04 / Communicating to the Governing Body

Agenda



Basics of Financial 
Statement Analysis

01



Financial Statement Analysis Tells the Story of Your Utility
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Foundations of Financial Analysis

01
Understanding of the 
Accounting Model

• Regulatory Accounting

• Historical Costs

• Estimates

02
Tools of Financial 
Analysis

• Financial Ratios

• Comparative Financial 
Statements

• Trend Analysis



Items Impacting 
Metrics

02

Revenue Requirement

Regulatory Accounting
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Revenue Requirement Refresher

Revenue Requirement Component Cash Basis Utility Basis

Operation and maintenance expenses $20,000,000 $20,000,000

Routine capital additions 5,000,000

Debt service 8,000,000

Depreciation expense 5,000,0000

Return on ratebase 9,000,000

Revenue Requirement $33,000,000 $34,000,000

Return on Ratebase Amount

Net plant in service $150,000,000

Rate of return 6%

Return on ratebase $9,000,000



Regulatory 
Accounting
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Criteria (GASB 62, paragraphs 476 – 500)

1. Rates are approved by a third-party regulator, or the 
utility’s governing body

2. Rates are designed to recover the utility’s costs of 
providing the services

3. Rates designed to recover the costs can be 
charged and collected from customers (level of 
demand)

Why?

Allows Activity 
to Match Rate 

Recovery
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Uses of Regulatory 
Accounting

Extraordinary 
Maintenance

Contributions Rate 
Stabilization

Storm Damage

Decommissioning 
Costs



Detailed Analysis – 
Key Metrics
Days Cash on Hand

Rate of Return

Debt to Equity

Debt Coverage

03
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Calculation Items to Consider

Option 1:

Unrestricted Cash

(Operating expenses less depreciation) / 365

Option 2:

Unrestricted Cash

Operating revenues / 365

• Operating revenues vs. expenses

• Designated accounts

• Rate stabilization

Days Unrestricted Cash on Hand
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Days Unrestricted Cash 
on Hand
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Days Unrestricted Cash on Hand



Days of Unrestricted Cash on 
Hand – What does it mean?

17

GFOA Minimum 
Recommendation 

= 3 Months

Highest Bond 
Rating = 9-12 

Months
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Calculation Items to Consider

Operating Income

Average Net Capital Assets

• Return included in the revenue requirement

• How complete are your capital asset records?

• Utility basis of rate design – operating income 
should match revenue requirement

o Payment in lieu of taxes / transfers

o Regulatory items

Rate of Return
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Rate of Return – What does it mean?

Consider impact 
of one time items 

– extraordinary 
maintenance 

Should be in the 
neighborhood of 

the Cost of Capital 
(debt borrowing 
rate + premium)
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Debt to Equity

Option 1:  Calculates for the whole entity (all assets)

Debt

Net Position

Option 2:  Calculates only based on infrastructure

Net Investment in Capital Assets

Net Capital Assets
1 -

How much of 
your 

infrastructure is 
financed by 

debt vs. equity?
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Debt to Equity – What does it mean?

Average in 
the Utility 
Industry = 

50%

Where are 
you in the 

Utility’s life 
cycle?



22

Calculation (in general) Items to Consider

Operating income + Depreciation

Debt Service (Principal + Interest)

• Required by bond resolution – generally revenue 
bonds

• Resolution defines operating revenues and 
operation and maintenance expense

• Resolution defines debt service (current year debt 
service, maximum annual debt service, etc.)

• Required for revenue bonds – for management 
analysis could also include general obligation or 
other long-term debt

Debt Coverage



Communicating to 
the Governing Body

04



What does your Board care about?



What Should Be in 
the Board Book?

• Traditional financial statements

• Key summary financials

• Budget reporting - Operating and 

Capital

• Forecasts

• Metrics and key performance 

indicator dashboards

• Performance based reviews

Less Words 
/ More 

Graphics

High Level 
Quality, not 

Detail



Sample Board Metrics



Sample Board Metrics
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01 / What is important?

02 / Who are you comparing to?

03 / Policies on financial metrics?

04 / Presentation - Graphics

05 / Flexibility

Summary / Key Considerations



Questions?
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