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Jefferson County PUD No. 1 

Narrative to Accompany Monthly Financial Statements 

For Period Ending November 30, 2016 

 

Combined Income Statement 

This report provides an overview of the revenues and expenses from all sources of the PUD as of 

November 30, 2016. Overall, the District experienced a small loss of $48k during the month, which is 

significantly less than the $418k loss that was budgeted for November 2016.  On a year to date basis, 

net margins remain favorable and are ahead of last year and budget.  November’s financial results are 

discussed further in the Income Statement Comparison below. 

Income Statement Comparison Through November 2016 

This report is similar to the Combined Income Statement, however it provides a variance in dollars and 

percent between 2015 Year to Date and 2016 Year to Date. Notable variances include: 

Line 1. Operating Revenue – Continues to run ahead of last year and is up $957k, or 3.3%. The majority 

of the increase is found in Electric Commercial and Industrial sales, which are up by $1.7 million. Electric 

Sales to Public Authorities are up $130k. Electric Residential Sales are down $877k on a year to date 

basis and $69k in November 2016. Water Commercial Sales are up $343k but Water Residential Sales 

are down $409k year to date. 

Line 3. Cost of Purchased Power -  Includes demand and kWh purchases from BPA, cost of electricity to 

run the pumps for the water system, and wholesale water purchased for resale. Because electric sales 

are up, the cost to provide the wholesale power to the end users is also up, but continues to run about 

40% of Operating Revenue. 

Line 4. Transmission Expense – Overall this expense is up $159k. Transmission of electricity by BPA over 

the transmission power lines is down $64k in 2016.  Maintenance to the transmission lines is up $224k, 

primarily due to mowing the right of way from Discovery Bay to Port Townsend. 

Line 6. Distribution Expense – Operations – This line represents the routine costs to run the electric and 

water utility systems and get the energy and water to the end users. Year to date we have a decrease of 

14.2%, or $182k over last year. Routine operational expenses related to overhead and underground 

plant is up by $32k while electric meter operations and water operations are down by $199k. 

Line 7. Distribution Expense – Maintenance – This line represents the costs to prevent a breakdown of 

utility service or the costs to repair if a breakdown has occurred. If there are outages or equipment 

malfunctions, less “outside” labor is available to be charged to Line 6 Operations. If there are no storms 

or equipment malfunctions, less time will be devoted to maintenance and more to inspecting and 

testing the system which are Operations activities. Therefore, it is common to combine Line 6 and Line 7 

to determine whether or not there are any significant variations between 2015 and 2016. We found 

several significant changes that increased maintenance costs by $830k and they include: 
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 Maintenance of Overhead Lines is $122k less in November 2016 compared to November 

2015, and $102k less on a year to date basis.  In November 2015, one of the three FEMA 

storms hit the PUD’s service area. 

 Maintenance of Underground Lines is up by $146k on a year to date basis and up $26k 

in November 2016 compared to 2015. 

 Tree Trimming is up $726k on a year to date basis and $155k for the month due to 

clearing the right of way to help prevent future outages from trees getting into the 

power lines.  

 Sewer Plant Maintenance is up $108k because labor and related costs are charged here 

rather than Line 6. Operations. 

 

Line 8. Customers Accounts – Reported on this line are the costs to read meters, bill customers, collect 

payments, and expense estimated amounts that will not be collected from customers. Overall expense is 

down by $25k. 

 

Line 9. Customer Service and Informational Expense – On this line, we are to report the costs to provide 

customers with information so they can make decisions on how to best use the utility service in a safe 

and economical way. Historically we have been reporting costs and revenues associated with the BPA 

conservation program here.  In August 2016, we changed the accounting for this program to Non 

Operating Margins – Other (see Line 25.). 

 

Line 11. Administrative and General Expense – Year to date these costs are up $275k. Significant 

variances in 2016 compared to 2015 are: 

 Rents are $71k less in 2016 than 2015. During 2015, we were expensing the monthly 

rental of two trucks and a reel trailer to this expense. In 2016, we correctly charged the 

rental expense to the functions where the equipment was used, such as to construction 

or maintenance. 

 Office Supplies and Expenses plus Small Office Equipment purchases are down $51k 

 Outside Engineering Services are down $94k 

 General Liability and Property Insurance is up $50k 

 Legal Services are up $52k 

 Outside Accounting Services are up $199k due to costs of conducting a Cost of Service 

Study and accounting support for the Controller and Finance Director positions 

 Outside Audit Services are up $142k 

 Outside Human Resources/Labor Relation Services are up $49k. 

Line 12. Total Operation & Maintenance Expense – is up $2.0 million, or 10.5%. 

Line 13. Depreciation & Amortization Expense – Depreciation expense for 2016 is very similar to 2015. 

Line 15. Tax Expense – Other – State B&O Excise Taxes and State Utility Privilege Taxes are both up in 

2016 because these taxes are based on revenue and revenues are up.  

Line 16 – Interest on Long Term Debt – Is down because the principal amount on debt has been paid 

down. See the separate Schedule of Long Term Debt and Notes Payable for details. 
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Line 20 – Total Cost of Utility Service – up $2.1 million or 7.3%. 

Line 22 – Non Operating Margins – Interest – Is slightly above last year. See the separate Schedule of 

Cash, Liquid Investments and Special Funds for details. 

Line 25 – Non Operating Margins – Other – Included on this line are net revenues from PUD activities 

that are considered non operating, as well as amounts passed through from the Jefferson County 

Treasurer for Real Property Taxes, Timber Harvest Taxes, and Excise Tax Receipts.  Significant amounts 

recorded year to date in 2016 include: 

 Real Property, Timber Harvest and Excise Tax Receipts are $542k. 

 FEMA grant funding is $228k. 

 Net BPA Conservation and Rebate Program funding is $213k  

 Contribution of Aid in Construction is $432k 

 Forgiveness of debt on the Kala Point note payable in the amount of $545k 

 Forgiveness of debt on the Sparling Well/Quimper System note payable in the amount 

of $804k 

 Grant revenue in the amount of $59k for the Quilcene and Shine Plat feasibility studies 

Line 27 – Other Capital Credits and Patronage Dividends – Represents the 2015 patronage allocation 

from NISC. This cooperative also sent a check for 30 percent of the allocation. 

Line 29 – Net Margins – Overall increase of $148k, or 6.0% during 2016. 

 

Income Statement for November 2016 - Electric Utility 

This schedule shows the revenues and expenses for the electric utility only. Year to date, Net Margins 

are behind 2015 YTD and the 2016 Budget. TIER is 1.37 for the first eleven months of 2016, meaning 

margins without deducting interest on long term debt are sufficient to pay interest on long term debt 

1.37 times. 

 

Income Statement for November 2016 – Water Utility 

This schedule shows the revenues and expenses for the water utility only. For 2016, we are experiencing 

an operating loss of $232k, but have a positive Net Margin of $1.4 million.  The favorable variance 

between Net Margin and Operating Margin is primarily due to the forgiveness of debt on the Kala Point 

and Sparling Well/Quimper System notes payable.   

 

Income Statement for November 2016 – General Fund 

This schedule shows the revenues and expenses for the PUD that are to provide governance of the 

organization. Included are the Commissioner’s expenses and tax revenues from the Jefferson County 

Treasurer. 
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Balance Sheet for November 2016 

The Balance Sheet provides a snapshot of amounts owned, amounts due, and current and previous 

margins as of the last day of the month. The Variance column compares the balance of each as of 

November 30, 2015 with November 30, 2016. Noteworthy items include: 

Line 5 – Net Utility Plant – Has decreased $116k in value over the past 12 months. Wear and tear on the 

plant recorded as Depreciation Expense is slightly ahead of new plant constructed or added during the 

past year. 

Line 9 – Investments in Associated Organizations – Other – NISC, the vendor providing us with our 

software, is a cooperative and the $8k is our investment share. 

Line 25 – Other Current and Accrued Assets – On December 31, 2015, we recorded revenue that had 

been consumed by customers but not yet billed to them for electric, water, and sewer service. The PUD 

reads meters throughout the month and sends out utility bills every week. Because of this cycle billing 

process, we will always have some revenue at the end of each month that hasn’t been billed as of the 

last day of the month. At the end of 2015, we estimated that there was 18 days of revenue that we had 

not billed. During January 2016, we billed customers over $3.6 million of which 18 days amounted to 

$2.1 million from December 2015.   

Retirement Plan Liability (Line 28 – Other Deferred Debits, Line 45 – Accumulated Operating 

Provisions, Line 56 – Other Deferred Credits) –  Effective January 1, 2015, the PUD was required to 

comply with GASB Statement 68, Accounting and Financial Reporting for Pensions.   This pronouncement 

requires that we record the liability of the employees’ pension plan sponsored by the Washington 

Department of Retirement Services (PERS).  The valuing of this liability is complex. We used Moss Adams 

to evaluate the liability and then provide the five entries necessary to properly record on our books: 

 Deferred Inflow $535,591 

 Deferred Outflow $299,610 

 Net Pension Liability $2,381,676 

 Pension Expense $517,064 

 Prior Year Change in Accounting Principle $2,100,592 

A description of the plan’s liability calculations is included in the notes to the 2015 financial statements. 

Current Assets to Current Liabilities – This ratio measures the PUD’s ability to pay current bills with 

cash. This ratio has improved from 1.91 to 2.15 in the past 12 months.  

Margins and Equities to Total Assets – This ratio measures the value of assets that have been paid for 

through margins. The ratio increased from 17.21% to 18.63% in the past 12 months. 

Long-Term Debt to Total Utility Plant – This ratio measures the amount of utility plant that has been 

paid for through debt. The PUD has not been borrowing to pay for additions and improvements to its 

utility plant so the drop in this ratio from 77.69% to 72.88% would be expected. 

 



 

Page 5 

Statement of Cash Flows for Month Ending November 30, 2016 

This report is necessary to understand where cash is coming from and where it is being spent in three 

key areas: operations, investing, and financing.  

Cash Received from Customers – Customers provided $2.4 million during November for utility services 

and billed on accounts receivable from October 2016.  

Cash Received from Others – Increased $63k and includes interest income on investments and special 

funds; property and harvest taxes; contributions in aid of construction and system development 

receipts; plus changes in pre-paid expenses. 

Cash Paid to Suppliers & Employees – Net outflow of $2.1 million in cash. 

Cash Paid for Interest, Taxes & Other – Due to the timing of payments, cash actually increased cash by 

$77k. 

Net Cash – Investing Activities – There was an outflow of cash in the amount of $314k to pay for 

additions and improvements to utility plant. 

Net Cash – Financing Activities –$8k was paid on notes for the water division. 

Net Increase in Cash for the Month – was an inflow of $143k. 

 

Statement of Cash Flows for January - November, 2016 

This report uses the same concept as the monthly Statement of Cash Flows except that we can review 

where cash has been generated and where it was spent in the past eleven months. 

We have generated $9.4 million from operations, spent $4.5 million to add/improve plant and $4.0 

million to retire principal on long term debt. Overall, we generated $979k in cash since the first of the 

year. 

 

Schedule of Cash, Liquid Investments, and Special Funds 

This schedule provides a detail of the various liquid cash accounts, all of which are currently maintained 

by the Jefferson County Treasurer except as noted on the report.   

The Total Cash and Liquid Investments line of this schedule agrees with the Balance Sheet and 

Statement of Cash Flows. Line 13 of the Balance Sheet-Special Funds of $1,494,810 are those accounts 

with restricted access because of loan covenants.  This schedule also shows how much interest has been 

generated by each account. On LUD #14, #15, and #11, the interest earned is substantial in comparison 

with the account’s balance. The penalties and interest collected by the Treasurer for these assessments 

is booked as interest. Many of these accounts reported as Line 15 Balance Sheet-Cash-General Funds 

have a related account on Total Line 18 Balance Sheet-Temporary Investments. Each month, the 

Treasurer transfers the interest earned in the primary account to the investment account. Note that the 

investment account shows a higher balance than the related general funds cash account. 
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Schedule of Long Term Debt and Notes Payable 

This schedule provides detail of each loan, bond, and note payable. The principal amounts owed tie back 

to the Balance Sheet. Year to date interest expense ties back to Line 16., Interest on Long Term Debt, of 

the Combined Income Statement. The principal payments tie back to the year to date Statement of Cash 

Flows. Interest rates range from no interest to 6.75%. The average cost of debt is 2.8057%. 

 

TIER and DSC – 12 Month Rolling Average - Electric 

This chart shows the trends in Times Interest Earned Ratio (TIER) and Debt Service Coverage (DSC) on a 

12-month rolling average from December 2015 through November 2016.  The RUS requires that we 

meet an average TIER and DSC each of 1.25 in the two best years out of the three most recent years. We 

are also required to meet an average Operating TIER (OTIER) and Operating DSC (ODSC) of 1.1 in the two 

best out of three recent years. The calculations are the same on OTIER and ODSC except that Operating 

Margins are used rather than Net Margins. Over the past 12 months, we have remained above RUS’s 

requirements; however, the rolling 12-month trend has been going down. Some of this is explained by 

the seasonably and/or unseasonably mild temperatures from April through November.  However, as 

identified in the cost of service study, the downward trend in TIER is likely to continue until rates are 

increased. 

 

Financial Analysis and Ratios 

We will provide a variety of financial and operational ratios to assist the Commissioners and 

management in identifying how well we are doing. We can compare current results with past results 

and/or compare ourselves with others. Eight ratios are provided for November. A short description of 

what each analysis means and how it is calculated is included. 
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