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About Your
Presenter: Bethany

Bethany Ryers, CPA, MAS

Bethany is a Principal in the Baker Tilly Energy and Utilities Team and
has been with Baker Tilly US, LLP since 2006. She specializes in
providing auditing, accounting, and consulting services to utilities.
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.

Contact: ; 608-240-2382
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Baker Tilly Energy & Utilities Team

Energy and utilities:

1,700+ energy and 80+ years of industry Serving clients
utilities clients experience nationwide

SUPPORTING ENERGY AND UTILITY CLIENTS WITH SPECIALIZED EXPERTISE



Agenda

01 / Basics of Financial Statement Analysis
02 / Items Impacting Metrics
03 / Detailed Analysis — Key Metrics

04, Communicating to the Governing Body
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Basics of Financial
Statement Analysis
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Financial Statement Analysis Tells the Story of Your Utility
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Foundations of Financial Analysis

02

Tools of Financial
Analysis

O1

Understanding of the
Accounting Model

* Regulatory Accounting Financial Ratios

Comparative Financial
Statements

e Historical Costs

* Estimates
Trend Analysis
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Revenue Requirement Refresher

Revenue Requirement Component 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
| reun |
Net plantin service $150,000,000
Rate of return 6%

Return on ratebase $9,000,000



Regulatory
Accounting ~ Why?

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

Allows Activity |

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

Contributions

Rate
Stabilization

Storm Damage

M

e Decommissioning

P Costs

Extraordinary
Maintenance
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Detailed Analysis —
Key Metrics

Days Cash on Hand
Rate of Return
Debt to Equity
Debt Coverage

@ pakertilly




Days Unrestricted Cash on Hand

Calculation Items to Consider
Option 1 * QOperating revenues vs. expenses
Unrestricted Cash * Designated accounts

(Operating expenses less depreciation) / 365

 Rate stabilization

Option 2:

Unrestricted Cash
Operating revenues / 365

14

@ bakertilly



Days Unrestricted Cash
on Hand

STATEMENTS OF NET POSITION
AS OF DECEMBER 31, 2025, AND 2024

Carrving Values—Cash and cash equivalents and current and noncurrent mvestments on December 31, 2025, and 2024,

2025
ASSETS:
Current assets:
Cash and cash equivalents:
General operating accounts 561,002,268
Restricted accounts 1,200 854
Investments:
General operating accounts 35,491 964
Restricted accounts 34,284 167
Accounts receivable — net 56,933,723
Accrued interest receivable 5,935,151
Fuel stock 8,078,572
Materials and supplies — net 56,758,776
Under recovered power costs 6,382,079
Prepaid assets 7,531 802

Hedging derivative instruments

Total current assets

274,299,356

2025 NONCUTent assets:
Capital Reserve & f  Rate ) Bond Service Spedial e
General Contingency Stabilization Bond Service Construction Reserve Purposes ) .
Operations |[Restricted) |Restricted) |Restricted) [Restricted) |Restricted) |Restricte zeneral operating accounts 335,280,532
Current: Restricted accounts 258,726,408
Cash deposits—net 52,243,513 5 - 5 - 5 s - 5 5 Net utility plant:
Money market funds—rcash and Mon-depreciable — at original cost 657,757,704
investments 53,758,755 - 1,765,385 - 135, Depreciable — at original cost, less deprediation 1,016,181, 744
LS. povernment securities, Under recovered power costs 30,430,245
;EE“‘E- sponsored enterprises 13 118020 - 5230 Monutility plant — at original cost, less depreciation 39,538,151
state ernment - - . .
e e o o Assets related to pension plans - restricted 29 188 088
Certificates of Deposit Account . .
Registry Service 12 168,002 ) ) ) Investment in The Energy Authority 31,845 405
Certificates of deposits— Long-term service agreement - GREC 3 7,500,000
maturity <12 months 1,209,942 - - - Other noncurrent assets 28,530,091
Total current 96,4594 232 - 33,829,437 - 2,355, Total noncurrent assets 2,436,079,358
Honourrent: Total assets 2,710,378,714
US. government securities, DEFERRED OUTFLOWS OF RESOURCES:
agencies, sponsored enterprises Related to pension plans 3,669, 795
& state government 335,280,532 19,565,653 31,703,058 - 67,245,444 106,233,166 Related to post-employment benefits 2 010.166
Money market funds - - - 28,167,536 6,806,411 Related to loss on advanced refunding 13,737,424
Total noncurrent 335,280,532 19,563,693 31,703,098 - 55,414,040 113,033,577 Related to derivative hedges 5 500 368
Total cash and investments 5431,774,764 519,569,633 531,703,098 533,829,437 555,414,040 5113,039,577 52,355, Total deferred outflows of resources

24,926,753




Days Unrestricted C

Assets and Deferred Outflows of Resources

Capital Assets
Plant in service
Less accumulated depreciation
Plant in service, net
Construction work in progress

Total capital assets

Moncurrent Assets and Investments

2025

F 1597817
(871,211)

26,606

a7.111

_—

723,717

—_—

ash on Hand

Assets and Deferred Outflows of Resources

Current Assets

2025

ffﬁsh
Investments:
Unrestricted funds:

$ 6628653 )

Cash and investments, restricted 125,770
Investments, unrestricted 4?,351]
. LY
Lease receivable 4.329
Capital improvement fund 21,990
ToG, 020
Equity interest in TANC 23,512
Equity interest in M-5-R Public Power Agency 16,898
Advance to TANC 26,863
Prepaid electricity supply 871,555
Total other assets and investments 1,296 B66
reamit Accotc
r:':ash and investments, unrestricted 111,377
Cash and investments, restricted 35,008
Interest receivable, unrestricted 1,471
Customer accounts receivable, net 39,792
Materialz and supplies 21,976
Prepayments 4 166
Other cumrent assets, net 25,708
Prepaid electricity supply 21,717
Total current assets 285,215

Total aszets

2,285,798

Eevepue and operating funds 23467 173
Rate stabilization 28,623,722
L.lll:t.unmmm |

\_ Other 9,852,548 /
Restricted funds 62 483 040
Power sales revenue receivables 22993 669
Accrued interest receivable 634 895
Lease receivable 4332
Fuel stock 8,491,971
Materials inventory 3,050 155
Prepaids 2,713,903
Other current assets 2,135,643
Total current assets 224 370,039

MNoncurrent Assets

Restricted investment funds 63,602 578
Future recoverable costs 2,106,357
Lease receivable 106,281
Tetal noncurrent assets 65,815 516

@ bakertilly




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

Highest Bond
S Wl ~ Rating=9-12
Unrestricted Reserves 7 s it G Month_s |

-

2021 2022 2023 2024 2025 2 B N et

Yearend balance 5 1940712 § 1481542 §5 1296356 § 1416212 §5 1,012403
Manths on hand 9.49 6.42 5.96 6.63 4.73

Includes unrestricted accounts and amounts included in the depreciation account shown as an other asset on
the statement of net position.

Unrestricted Reserves ~ GFOA Minimum_
” 2021 2022 2023 2024 2025 ~ "~ Recommendation—
Yearend balance § 1.383.527 § (1.278.440) § 1382302 § 314953 § 831,990 , =3 Months
Months on hand 13.39 12.28 12.58 3.01 7.95 =t 5
Including due from the
Village $ 1,042,691
Maonths on hand 9.97

17




Rate of Return

Calculation Items to Consider

* Returnincluded inthe revenue requirement
* How complete are your capital asset records?

» Utility basis of rate design — operating income

should match revenue requirement
Operating Income

Average Net Capital Assets

o Paymentin lieu of taxes / transfers

o Regulatory items

18 @ pakertilly



Rate of Return — What does it mean?

2023 2024 2025
Actual Rate of Return 2.10% 4.92% 4.30% Should be in the
Authorized Rate of Return 6.00% 6.00% 6.00% neighborhood of
Current rates effective July 2023. .
the Cost of Capital

(debt borrowing
rate + premium)

Considerimpact

of one time items
— extraordinary 2023 2024 2025
maintenance
Actual Rate of Return 2.16% 1.92% -0.36%
Authonzed Rate of Return 5.25% 5.25% 5.25%
Current rates effective June 2016.
@ bakertilly
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Debt to Equity

How much of
your
infrastructure is

financed by
debt vs. equity?

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

Debt

Net Position

Option 2: Calculates only based on infrastructure

NetInvestmentin Capital Assets

1-
Net Capital Assets
| Met investment in capital assets 9012513 9,185,528 ]
Fesinciad for
Debt service 200,510 163,580
Depreciation 482 110 412 T87
Unrestricted 1,036,473 1,047 642
20 Total net position 5 1073606 3 10809537

@ bakertilly



Debt to Equity — What does it mean?

Investment in Capital

Average in
the Utility

Equity, 52%

Industry =
50%

Where are

you in the
Investment in Capital Utility’s life

Equity, 83% Debt, 17%

cycle?

21 @ pakertilly



Debt Coverage

Calculation (in general) Items to Consider

* Required by bond resolution—generally revenue

Operating income + Depreciation bonds

Debt Service (Principal + Interest) » Resolution defines operating revenues and
operation and maintenance expense

* Resolution defines debt service (current year debt

service, maximum annual debt service, etc.)
Debt Coverage

* Required for revenue bonds — for management

Water 2021 2022 2023 2024 2025
Actuial  6.72 6.35 6.52 7.01 6.82 analysis could also include general obligation or
Required 1.20 1.20 120 1.20 1.20
other long-term debt
Sewer
Actual 4.08 -2.53 307 2.98 1.73
Required ™ 1.20 1.20 1.20 1.20 1.20

* Sludge hauling expenses in 2022 caused debt coverage to be negative.
Without the impact of the expenses the coverage would be 2.58.

22 @ pakertilly
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What does your Board care about?

i)
® e=
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What Should Be in
the Board Book?

 Traditional financial statements
« Key summary financials

» Budget reporting - Operating and
Capital

* Forecasts

» Metrics and key performance
iIndicator dashboards

« Performance based reviews

High Level
Quality, not




Sample Board Metrics

FINAMCIAL RATIO COMPARABLES

American Public Power 2018

Debt Service Coverage Mean: >79
Maoody's Debt Service Coverage =2.0
. Required Coverage - Bond
Target Level:  2.5p Covenant 1.25
DEFINITION/GOAL COMMENTARY
Description:
Ratio measures the utility's ability to meet its annual long-term debt Debt Service Coverage is a measure of cash flow to pay current
obligation. debt obligations.
Purpose: The debt service ratio shows how much cash the utility generates for
Indicates to lenders whether the Utility will be able to pay bacl loans  |every dollar of principal and interest owed.
with interest. YTO through September 30,2021 is low because there havent been any

principal payments, which are made in November and May.

Debt Service Coverage

300

250

2.00

1.50

1.00

0.50

- S

YTD 2021/22

T S

Series "Actual Coverage” Point "FY 2019/20 ‘

Fy 2018/19 FY

Value: 2.67

mActual Coverage Target Coverage  mRequired Coverage



Sample Board Metrics

Electric Water Unrestricted Reserves
Prior Year Current Year Prior Year Current Year
2021 2022 2023 2024 2025
=g oy 113 B T40E
Aclual Rate of Retum 4.56% 4.11% 2.32% 2.74% Yearendbalance 5 2860800 § 2384202 § 2400043 § 2353331 5 3,285,662
Operating results Debt Coverage *
2021 2022 2023 2024 2025
520,000,000 Actual 225 2.54 2.54 3.40 3.54
51B.046,998 518,065,879 Required * 125 1.25 1.25 1.25 125
518, 000,000 4165 871,843 515,935,5;&5;______,_.—--
415,667 480 -.__________--"". * Includes GO Motes issued in 2024 that do not have a debt coverage requirement.
516,000,000 516,796,610 . i 517,352,060 "* SDWL issuwed in 2024 are Junior Lien bonds and have a 1.10 debt coverage requirement
415,971 248 516,113,113
£14,000,000 515,006,000 Investment in Capital
512,000,000
Equizy, 5% Debrt, 31%
510,000,000
£5, 000,000
46,000,000 :
|
44, 000,000 !
o 52,230,862 52316116 %2385 614 $2,640,543 $2.724,047 ' o
% > 4 - - { i oy § e
$2.000.000 . - . — ' | { i Sp
. 51,360,253 51,650,031 %1,639,253 52,020,852 $1575,026 | 3 | Jhosncs i3
= B ' monitor £ =
21 ;22 2023 2024 2025 | L\RP Y .
i Oiperating revenues (electric] =l Opercting revenoes (water]  sslss{pergting epenses [electric]  sslesOperating expenses (water) | 4 L R/\ rE
;!
| GCOVERNANCE
;I } f“ '\\“\n) 2afl;
{ ' - 2 . Markey :f --:“
| Rt C3s "
| 1. “"i'""" "l (.
il H tnrqn”“ ‘: <
|
@ bakertilly
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Summary / Key Considerations

071 / what IS Important?
02 / Who are you comparing
03 / Policies on financial metric
04 / Presentation - Graphics
05 / Flexibility

@ pakertilly



Questions? ((

@ bakertilly
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