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Public Alliance for Community Energy

Finance fundamentals key to COVID recovery
Advice for utilities: Develop plan to meet financial targets, then stick to the plan
By Dawn Lund
Utility Financial Solutions, LLC

Current financial data on the
impact of COVID-19 on communityowned utilities reveals several national
trends and the need to factor in caseby-case issues during the analysis.
Above all, the data makes clear that
the best strategy for a strong recovery
is following the fundamentals of utility financial management: develop key
financial targets, make a plan to meet
those targets, and stay true to the plan.
Revenues during COVID-19
Since the beginning of the COVID crisis, there has been a decrease
in small commercial electricity sales
across the country while industrial
electricity sales are varying widely. In
general, decreases in industrial and
commercial electricity sales are not
being offset by increases in residential
electricity sales. Utilities that derive
most of their revenues from residential customers are likely to weather the
pandemic more easily.
A large number of utilities are experiencing an increase in customer delinquencies, reducing line extension
fees, delaying capital investments, and
postponing rate increases. To manage
expenses, some utilities are alternating
employee schedules, furloughing staff,
and restricting travel and training.
For many community-owned
utilities, there are utility policies and
practices that are compounding the
impact of COVID-19. Too many

governing boards and city councils
have avoided rate increases, even during strong economic periods. These
utilities often operate at a loss, spend
down cash, forego capital investments
in infrastructure—for aging water and
wastewater systems in particular, and
remain unprepared for a pandemic or
other emergency.
Yet, no matter the current financial condition of a utility, there is a
methodical path to recovery available
to all.
Slow and steady wins the race
Utilities should set a plan for
small, incremental rate increases over
time and stick to the plan. Small
incremental rate increases have a pow-

erful, compounding financial affect
for the utility; and allow customers
to prepare for rate changes and avoid
rate shock. Conversely, delaying rate
increases can financially devastate
utilities quickly and will require large
future rate increases.
Governing boards and city officials often resist the prospect of
announcing rate increases. Community-owned utilities are typically
concerned about increasing rates for
electric and water services, especially
for low income customers. As a result,
they keep rates artificially low and
train customers to think the utility
can continue to operate without rate
adjustments. Then, when a crisis like
COVID hits, the utility is strapped
for cash and officials are even more
concerned about raising rates during
an economic downturn.
Furthermore, cities short on
funds tend to lean on revenues from
the electric department to finance
shortfalls in the water or other departments. This places even more upward
pressure on electric rates. Utilities
must charge rates that will finance
each enterprise fund individually and
not use one to offset losses in another.
Even for utilities in the deepest
financial hole, there is always a way
out. First, it’s crucial to educate decision makers. Operating at a loss has
short and long-term consequences.
See ‘FINANCE’ on page 2

Finance fundamentals
Continued from page 1

The best strategy is to spread out
annual rate increases over multiple years. Utilities should make
a plan, publish the plan, and stick
to the plan.
One utility developed a plan
to increase rates 6.5 percent a
year for three years. This would
cost each rate payer only about $2
more per month. It would stabilize
a cash shortage situation. But the
utility did nothing during those
three years. Facing a negative cash
balance today, the utility will need
to turn to the bond market to finance a large capital improvement.
In addition, the utility is now
facing a 20 percent rate increase
to restore their cash position and
recover from the consequences of
delaying rate increases.
Bring in revenues to meet
three financial targets
When determining revenue requirements, utilities should set their
sights on three financial targets:
debt coverage ratio, minimum cash
reserves, and operating income.
Debt Coverage Ratio
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Debt coverage ratio is a
measurement of debt affordability
that is mandated by covenants
and established in the revenue
bond ordinance. The general
guideline is to generate sufficient cash to cover the utility’s
debt payments 1.25 times per
year. Utilities with insufficient
debt coverage can be considered
higher risk and face higher rates
for future bonds.
When setting rates, it’s important to build in a safety factor
when addressing debt coverage.
Power supply prices can fluctuate, unexpected emergencies can

arise, and the city may demand
larger financial transfers from the
electric department than anticipated. A good guideline is adding
a safety factor of 0.2 to the bond
coverage requirement.
Minimum Cash Reserves

Every utility needs sufficient
cash to pay bills, make debt
service payments, replace failed
or damaged equipment, finance
capital improvements, and pay for
increases in power supply costs.
Falling below a cash reserves
minimum should trigger action
from the decision makers such
as reduction in expenses, a rate
increase or bond issue for extraordinary capital improvements.
As the COVID crisis is
making clear, healthier utilities
establish cash reserve policies and
follow them. A cash policy does
not reference a specific dollar
amount. Instead, at least five
factors determine minimum cash
requirements:
• Operations and Maintenance Expenses — cash to cover
45-90 days of operations;
• Historical investment
in Assets — factoring in age of
system; likelihood of ice, wind or
other damage;
• Power costs — sufficient
funds to cover the month with
maximum costs;
• Annual Debt Payment;
• Total Five-Year Capital
Plan — funds for current year’s
construction costs.
The utility’s cash reserve
policy should follow a defendable methodology to give future
decision makers guidance and
accountability.

Operating Income Target—Fully
Funding Revenue Requirements

It’s vital for communityowned utilities to establish an
adequate operating income target
to help ensure current customers
are paying their fair share of the
use of the infrastructure and not
deferring the charge to future generations. If a utility has negative
operating income, current rate
payers are not paying their fair
share and future rate increases
will be much larger.
Power of Small Yearly Rate
Increases – Stick to the Plan
The need for rate increases
to keep up with inflation and
other costs is a persistent fact for
utilities. But there is a methodical
way to minimize the impact on
customers. Small, incremental,
increases of under 5 percent that
are advertised well in advance
and implemented on schedule are
powerful and typically digestible
for customers of all income levels.
Double digit rate increases will
generate complaints and ill will.
Utilities often research the
rates of neighboring utilities, eager
to charge less. A utility should
not use a survey of local rates as
a guide to setting their own. The
utility may mimic the poor decision-making policies of a neighboring utility that doesn’t meet its
core financial targets. Each utility
has unique revenue requirements
and rates should be set to meet or
work toward proper funding.
Currently, the electric utility
marketplace expects to see a return
to more normal revenue levels
this fall. Those utilities that work
toward meeting their financial targets will bounce back more quickly
and stay on track into the future.

This Month at NMPP Energy
NMPP Energy’s Pandemic
Response Team has been meeting regularly as we respond to
the evolving situation regarding
COVID-19. On July 6, the team
By Bob Poehling,
implemented the NMPP Energy
Executive Director
Return to Work Plan, which incrementally phases in employees to work in the office
over the course of several weeks. A few days later,
however, the mayor of Lincoln raised the risk level
from ‘moderate’ to ‘high’ in Lincoln and Lancaster
County following an increase in COVID-19 cases.
In response, NMPP Energy temporarily paused our
Return to Work Plan. We continue to monitor the
situation and will restart our Return to Work Plan
at a future date.
The majority of the NMPP Energy team continues to work remotely and are available to serve members. Please don’t hesitate to contact them to assist
you as you normally would via phone and email.
Here are some of the workstreams our team has
been involved with this past month:
Nebraska Municipal Power Pool

• Rate study work was performed for Grand
Island, Nebraska City, Pender, Kimball, Bayard and
North Platte in Nebraska and Lamar and Gunnison in Colorado and Carlisle, Iowa.
• Staff handled more than 30 calls for PowerManager software support while Soft Creek Software
handled more than 340 calls for the month of May.
• In conjunction with the Nebraska Power Association, staff, along with other regional utilities,
provided a presentation on electric rates to the Nebraska Legislature’s Natural Resources Committee.
• A news release regarding MEAN’s energy efficiency programs was prepared by communications
staff and distributed to MEAN representatives.
• Work continued to collaborate with Northeast Nebraska Community College to provide
NMPP members with accredited job training and
safety program opportunities.
Municipal Energy Agency of Nebraska

• Staff worked on several projects through
teleconference meetings and training opportunities.
Some of the projects included:
o Advance Metering Infrastructure

o Long-term forecasting in regional footprints
where MEAN operates
o Gunnison, Colo., solar project
o California Independent System Operator
Energy Imbalance Market
o Western Energy Imbalance Service training
• Unit Capability Testing continued with
testing in Benkleman, Crete, Oxford, Broken Bow,
Alliance, Chappell, Ansley, Burwell and West Point
in Nebraska.
• Electric Distribution Services were performed in Aspen, Center, Delta, Glenwood Springs
and Julesburg in Colorado.
• Community visits included Torrington,
Wyo., and Kimball, Lyman and Bridgeport in
Nebraska.
• The MEAN Committee meetings and Board
Meeting, scheduled for Aug. 12-13, will be held via
teleconference.
National Public Gas Agency

• In conjunction with natural gas hedging
parameters established by the NPGA Board earlier
this month, the final three winter swap contracts
were purchased to achieve the Board’s current
hedging goals.
• Staff participated in webinars focusing on leveraging alternative data and an update and on current and projected trends in the natural gas market.
• Staff attended via teleconference the Public
Gas Partner’s quarterly meeting.
• The first meeting of the Northern Natural
Gas Tariff Working Group was held in July.
Public Alliance for Community Energy

• ACE completed a review of this year’s
Choice Gas Program with its wholesale natural
gas provider and discussed next year’s Choice Gas
campaign.
• Preparations are underway for the upcoming
ACE Board meeting in August, which will be held
via teleconference.
• Feedback meetings were held with the Nebraska Public Service Commission and the Nebraska
Public Advocate regarding the Choice Gas program.
• Preparations are also ongoing for a feedback
meeting with ACE’s software developer and call
center representatives.
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City of Wisner earns
Project of the Year Award
NMPP Energy recently
awarded the City of Wisner,
Neb., with a Project of the Year
Award for its City Auditorium
Renovation Project.
The award is presented
annually to honor a project or
program in an NMPP Energy
member community that creates
a more cohesive community,
whether it’s a project created
for the entire community or
one that makes it easier for city
staff and employees to serve
their residents. The award is
typically presented at the NMPP
Energy Annual Conference held
in March, but that event was
canceled this year due to the
COVID-19 pandemic.
The City of Wisner participates in three NMPP Energy
organizations: the Nebraska Municipal Power Pool, the Municipal
Energy Agency of Nebraska, and
the National Public Gas Agency.
The City completed the renovation of its City Auditorium in
the Fall of 2019 and transformed
the public meeting facility from
an aging structure to a fully functional facility that will be used for
many years.
The project was a public and
private collaboration which included $1.2 million in donations.
The project was the culmination
of several years of meetings and
discussions, bringing together
stakeholders to renew a needed
space within the community.
The renovation included
updating the main social hall and
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Courtesy photos

(Above) Former Wisner
Mayor Al Vacanti discusses the
City’s Auditorium Renovation
Project with residents. (Top
photo) The renovations
included moderizing the
facility’s ceiling.

kitchen as well as removing the
ceiling to expose rafters overhead
to highlight the peak of the building. More natural lighting was
added as an expanse of windows
replaced a concrete wall. Updates
were also made to the heating
and electrical system, allowing the
facility to run more efficiently.
The auditorium, built in
1956, was last remodeled in 1996.
The recent remodeling project
makes the facility competitive
with the new community centers
in the surrounding area. The
award includes $200, which will
be donated to the auditorium
project.

Crete responds
to request
for mutual aid
The Nebraska Municipal Power Pool coordinated
a mutual aid effort for the
Village of Shickley, Neb.,
on July 9 after winds from
a storm caused wind damage to the Village’s electric
distribution system.
A utility crew from the
City of Crete, Neb., responded to help the Village
get the system and any power
outages restored.
The NMPP mutual aid
program was developed to
assist utilities in restoring
local electric distribution
systems after damage caused
by weather-related and
other emergencies. For more
information on the program,
contact Amanda Hansen at
ahansen@nmppenergy.org.

Pender upgrading
its local power plant
The Village of Pender, Neb., is
upgrading is local electric generating units that will provide a more
reliable backup power source for the
community in Northeast Nebraska.
The Village Board recently approved an approximate $550,000
investment to upgrade the power
plant, which includes improving
the plant’s cooling system so all
four generating units can run at
the same time. The upgrade work
began in June and is expected to be
completed this summer, according
to the Pender Times.

Well wishes for colleagues as they move on...
We have had some big headlines from Colorado and Iowa
recently.
Our friend Tim Whipple,
general counsel of the Iowa
Association of
Legislative
Municipal Utili- Notes
ties (IAMU), has
recently accepted a job as vice
president and
general counsel
of MidAmerican
Energy Company (MEC).
By Chris Dibbern
Mr. Wipple is
an amazing attorney and was very
helpful at IAMU. We wish him
the best at his new location.
Also a bright individual, Iowa
Utilities Board Member Nick
Wagner recently accepted a position with Black Hills Energy as

vice president, Colorado regulatory affairs and policy in Denver.
MEAN owns generation assets
with both MEC and Black Hills
and we hope our paths will cross
again in the future.
Colorado news
After a long battle, which is
not over yet, an administrative
law judge at the Colorado Public
Utilities Commission has issued a
ruling regarding the methodology
proposed by United Power to exit
or leave Tri-State Generation and
Transmission. Tri-State, which
serves more than one million customers in Colorado, Nebraska,
Utah, and Wyoming, wanted an
exit fee of over $1 billion and
United Power proposed closer to
$235 million in costs to exit.

ACE participates in workshop
focusing on Choice Gas program
ACE (Public Alliance for
Community Energy) staff,
along with ACE Board Andrew
Devine participated in June in
the Nebraska Public Service
Commission’s workshop focusing on the Nebraska Choice
Gas program.
The workshop was the
second in the docket seeking
input from Black Hills Energy
as administrator of the program
as well as from participating
natural gas suppliers. Key issues
were the elimination of a preenrollment period and pos-

sible expansion of the Choice
Gas selection period from its
traditional two-week period to
six weeks.
After the Commission
issues an order on the docket,
Black Hills Energy is expected
to communicate any program
changes to natural gas suppliers.

This is only the first measure
that will now go before the Colorado Public Utility Commission
(PUC). The PUC will likely review
the decision. Tri-State has argued
that there are costs left with other
members over the remaining 30
years of their contracts.
Both parties had a formula
for calculating their balanced
share of debt to capital. There is
not an exact science anticipating
forward-looking costs. Meanwhile,
Tri-State is on a new path to add
more wind and solar renewable
energy to its mix and eliminate
some of its coal emissions.
***
Chris Dibbern is general counsel
of NMPP Energy. Contact her at
cdibbern@nmppenergy.org or (800)
234-2595.

August meetings will be
held via teleconference
The Municipal Energy
Agency of Nebraska (MEAN)
committee meetings scheduled
for Aug. 12 and board meeting
scheduled for August 13 will be
held via teleconference due to the
COVID-19 pandemic. The ACE
(Public Alliance for Community
Energy) board meeting scheduled
for Aug. 12 will also be held via
teleconference.
For any questions regarding the meetings, contact Kim
Schafers (kschafers@nmppenergy.
org) for MEAN or Laurie Keiser
(lkeiser@nmppenergy.org) for
ACE or call (800) 474-4759.
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This

month’s

Featured Champion Businesses

Quanta Technology offers advisory services
for AMI, smart meters and grid modernization
Quanta Technology is
pleased to be featured in this
month’s NMPP newsletter. We
are an expertise-based, independent consulting and advisory
services company, specializing
in technology and strategy for
electric service providers. Our
services include the support of
smart meter/AMI deployments,
grid modernization programs,
and distribution system studies
for PV/DER interconnection
and reliability.
Quanta Technology has been
working with our clients in the
area of smart meters, AMI, and
grid modernization to facilitate
consensus at the stakeholder
level and secure funding for the
implementation of these key
infrastructure improvements. We
have helped several public power
clients with services ranging
from initial benefit-cost assessment to strategy and road map-

ping, procurement services
such as RFP development and
vendor evaluation, to project
support during deployment for
technical and non-technical
issues.
Our team is led by David
Hart (Vice President of Protection, Control and Automation)
and Bob Dumas (Principal Advisor, Lead AMI), industry experts
who have experience with more
than 120 AMI deployments
worldwide, including wide-ranging IT systems integration proj-

ects across multiple platforms
and vendors. Our team has
recently published a white paper,
“Grid Modernization for Public
Power and Cooperatives” which
is available as a free download on
our website (quanta-technology.
com) in the “Public Power and
Cooperatives” industry sector
section.
For more information check
out our website, quanta-technology.com, or email us at info@
quanta-technology.com.

A complete listing of NMPP Energy Champion Businesses is on page 7

Employment Opportunities
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City Superintendent
Due to retirement, the City of Neligh,
Neb., is accepting applications for the
City Superintendent. Under the guidance
of the Mayor and City Council, the City
Superintendent manages the electric, water, wastewater, solid waste, street, park
and pool departments. Ensures compliance with federal, state, and local regulations to provide routine, safe operations
of all public works. The ideal candidate
has knowledge and understanding of
utility systems and treatment, paving and
street repair, pool and park operations,
management principles including personnel management, workforce control and
budget, utility financing principles. The
candidate should easily convey knowledge to others through good written and

To submit an ad
NMPP members can advertise job
openings for free in the Essent
newsletter and on the NMPP Energy
Web site. The newsletter deadline
is the 15th of each month. E-mail
info@nmppenergy.org.
oral communication, have a high degree
or computer and organizational skills and
be self-motivated to plan, organize and
direct work objectives. Candidate must
be able to obtain state certification for
water and wastewater within one year.
Must possess or be able to obtain a Class

B CDL within three months. Competitive
salary dependent upon qualifications and
prior experience. Full benefits package.
The successful applicant must pass a
pre-employment drug test. Position open
until filled. Applications are available
at city website (www.neligh.org) and
may be picked up at the City office or
sent electronically by emailing dana@
neligh.org. Submit application, resume,
references and salary history in a sealed
envelope marked “City Superintendent”
to City Clerk, City of Neligh P.O. Box 87
Neligh, NE 68756. With questions call the
City office at (402) 887-4066. The City of
Neligh is an EOE.

See ‘EMPLOYMENT’ on page 8

Support NMPP member communities through the Champions Business Program
Champions are businesses and organizations that support
NMPP Energy’s effort to provide products and services
to members. Consider these businesses when your utility
or municipality has a business need. If your business is
interested in becoming an NMPP Energy Champion, call
Andrew Ross at (800) 234-2595.

Champions Business Directory of Services
Financial

Ameritas Investment Corp. (Ameritas.com)................................................................................................ Omaha, Neb.
D.A. Davidson & Co. (dadavidson.com/ficm).............................................................................................. Omaha, Neb.
First National Bank (Firstnational.com)......................................................................................................... Omaha, Neb.
UNICO Group, Inc. and Midlands Financial Benefits (unicogroup.com)........................................Lincoln, Neb.
Nebraska Energy Federal Credit Union (ne-fcu.org)......................................................................... Columbus, Neb.

Regulatory/Compliance

Air Regulation Consulting (airregconsulting.com)....................................................................................Lincoln, Neb.
NAQS Environmental Experts (naqs.com)...................................................................................................Lincoln, Neb.

Utility/Community

Dogwood Energy............................................................................................................................................... Columbia, Md.
EnergySolutions, Inc. (Energysolutions-inc.com)....................................................................................... Omaha, Neb.
Hometown Connections, Inc. (Hometownconnections.com)........................................................Lakewood, Colo.
Foundation for Educational Services (fes.org)...........................................................................................Lincoln, Neb.
GenPro Energy Solutions (GenProEnergy.com)......................................................................................Piedmont, S.D.
JK Energy Consulting, LLC (JKenergyconsulting.com)............................................................................Lincoln, Neb.
Border States (borderstates.com)......................................................................................................................... Fargo, N.D.
NovaTech (Novatechweb.com)..........................................................................................................................Lenexa, Kan.
PDS, Inc. (PDSinc.biz)............................................................................................................................................ Omaha, Neb.
Protective Equipment Testing Laboratory (petl.com)................................................................... Great Bend, Kan.
RESCO (Rural Electric Supply Cooperative) (resco1.com) ................................................................. Ankeny, Iowa
Sol Systems (solsystems.com)..................................................................................................................... Washington, D.C.
Sunbelt-Solomon Solutions (sunbelt-solomon.com).............................................................................. Solomon, Kan.

Computer/Technology

Proteus (Proteus.co)...............................................................................................................................................Lincoln, Neb.
Quanta Technology (quanta-technology.com)........................................................................................... Raleigh, N.C.
Salt Creek Software, Inc. (Saltcreek.com)......................................................................................................Lincoln, Neb.

Engineering

ABP Engineering LLC (abpengineeringllc.com)................................................................................ Bennington, Neb.
Exponential Engineering Company (exponentialengineering.com)........................................ Fort Collins, Colo.
Farrabee Mechanical Inc. (farabeemechanical.com).............................................................................Hickman, Neb.
Halker Consulting (Halker.com)................................................................................................................Centennial, Colo.
JEO Consulting Group, Inc. (jeo.com).......................................................................................................... Wahoo, Neb.
Lutz, Daily & Brain, LLC (ldbeng.com)...............................................................................................Overland Park, Kan.
Olsson (Olsson.com) .............................................................................................................................................Lincoln, Neb.
Shermco Industries (Shermco.com) ............................................................................................................... Omaha, Neb.

Insurance

League Association of Risk Management (larmpool.org).....................................................................Lincoln, Neb.

Legal

Chapman and Cutler, LLP (chapman.com)...................................................................................... Salt Lake City, Utah
Spiegel & McDiarmid (spiegelmcd.com)............................................................................................... Washington, D.C.

Telecommunication

Allo Communications (allocommunications.com).....................................................................................Lincoln, Neb.
Community Broadband Action Network (broadbandaction.com)............................................... Indianola, Iowa
River Oaks Communications Corp. (rivoaks.com).............................................................................Centennial, Colo.
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Employment (cont.)
Electric Superintendent
Broken Bow, Neb., Municipal Utilities,
a division of the City of Broken Bow, is accepting
applications for the position of Electric Superintendent. The Electric Superintendent reports to
the Board of Public Works, City Administrator,
Mayor and City Council, serves as the leader for
the Electric Department, manages all activities
in the Municipal Electric Department and Power
Plant, and assists in overall utility department
administration.
Candidates must possess excellent written,
verbal, organizational and interpersonal skills.
Minimum qualifications: College degree or
equivalent job experience with state certifications, five year’s previous utilities experience, possess working knowledge of civil and
electrical engineering, and the ability to operate
standard office equipment and software. Basic
requirements may be waived at the discretion of
the Mayor and Board of Public Works. Benefits
include vacation time, sick time, holiday pay,
retirement, and health insurance. Salary will be
negotiated based on qualifications and experience. Must be willing to relocate to the Broken
Bow area within seven months of hire date.
The City of Broken Bow is an EOE. Applications
will be accepted until the position is filled. Send

resume, a completed application, and three
references to Electric Superintendent Search,
Attn: City Clerk Stephanie Wright, P.O. Box 504,
Broken Bow, NE 68822. Application materials may be submitted electronically at clerk@
cityofbrokenbow.org. For questions, contact
Stephanie Wright at (308) 872-5831.
Water/Wastewater Supervisor
The City of Wahoo, Neb., is accepting applications for a full-time water/wastewater supervisor.
This position is responsible for supervising, performing, directing and coordinating the construction, maintenance and repair of water production
and distribution system and the wastewater
collection and treatment system for the City of
Wahoo. This department also provides some
services to surrounding communities. The
water/wastewater department has five full-time
employees (including this position). Position
requires after hours, on-call availability and
must be able to report to the work site within a
15-minute response time in normal weather conditions. Work is primarily performed outdoors,
and requires a considerable amount of physical
activity, and ability to operate hand and power
tools and equipment used in upkeep, repair
and maintenance of the water and wastewater

systems. Requirements: Associate’s degree or
completion of 60 semester credit hours from
an accredited college or university with major
work in water treatment and water supply, or a
related field, or an equivalent combination of
education, training and experience. Must have
four years’ experience in the field of wastewater
treatment, sewer collection, water distribution,
and water supply, including laboratory analysis,
with at least two years in a supervisory context.
Must have a valid Nebraska driver’s license and
may require a CDL. Must possess and maintain
a State of Nebraska Water Plant Operators License Grade III, and a State of Nebraska Class
II Wastewater Operator Certification, or be able
to obtain within 12 months. The pay range for
this position is from $28.00 to $35.47 per hour.
Application packets are available at City Hall,
by emailing morrow@wahoo.ne.us or online
at www.wahoo.ne.us under the Careers tab on
the home page or by calling City Hall at (402)
443-3222. The City is an Equal Opportunity
Employer. Applications should be returned to
City Hall, 605 North Broadway, Wahoo, 68066.
This position is open until filled.
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