METROPOLITAN UTILITIES DISTRICT
Inter-Department Communication

July 24, 2017
Subject: REPORT ON INCOME AND FINANCE FOR MAY 2017
To:

Committee on Accounts, Expenditures, Finance and Rates
cc: Board Members, Keep, Bucher, Doyle, Reisner, Schneider and Vice Presidents

From:

Joseph J. Schaffart, Vice President, Accounting

Statements: Board Schedules – Water, Gas and Consolidated, Infrastructure Replacement Program
Status Report, A-12, W-1, W-2, G-1 and G-2 for the month of May 2017 are transmitted herewith.
Water Department
May water sales revenues of $9.0 million were virtually the same as budget and favorable to prior
year by $.6 million, or 7.6%. Water volumes were 11.0% unfavorable to budget and 5.9% favorable
to prior year.
As noted above, May’s revenues were virtually the same as budget, though there were variances that
served to offset one another, as follows:
Decreased Metered sales of water due to volume decrease
Increased Other operating revenues due primarily to Meter Sales and other
miscellaneous
All other, net

Millions
($0.3)
$0.2
$0.1

As noted above, May’s revenues were $.6 million, or 7.6%, favorable to prior year due to:
Millions
Increased Metered sales of water due to volume increase, coupled with the impact
of a 2.5% rate increase
Increased Other operating revenues due primarily to Meter Sales and other
miscellaneous

$0.4
$0.2

May operating expenses of $7.4 million were $.4 million, or 4.9%, favorable to budget, as follows:
Millions
Decreased Primary Pumping operating expense due primarily to lower volumes
$0.1
Decreased Purification operating expense due to lower volumes

$0.1

Decreased Customer Accounting & Collecting

$0.1

Decreased WIR water service reconnects

$0.1

May operating expenses of $7.4 million were $.7 million, or 11.2% unfavorable to prior year, as
follows:
Millions
Increased Administrative & General expense
($0.1)
Increased Customer Accounting and Collecting

($0.1)

Increased Distribution maintenance expense – primarily mains (net of reduced WIR
water service reconnects)

($0.1)

Increased Purification operating expenses due to increased volumes

($0.1)

Increased Depreciation expense

($0.1)

All other, net

($0.2)

The activity discussed above, coupled with net interest and other expense of $0.6 million (which is
virtually the same as budget and prior year), resulted in May net income for the Water Department of
$1.0 million, which is $.3 million favorable to budget and $.2 million unfavorable to prior year.
The Water Department fund position at May 31st is $67.7 million, which is $2.9 million favorable to
budget, due primarily to the following variances:
Decreased Revenues
Decreased Operating/Non-operating Expenses
Decreased Depreciation and Amortization Expense
Increased Contributions in Aid of Construction
Reduced Capital Expenditures
Unbilled Revenue – increase in net balance vs. budget
All Other, net
Total Fund Position - Variance to Budget

Millions
($ 0.4)
1.8
( 0.2)
0.1
2.9
( 1.0)
( 0.3)
$ 2.9

At May 31, 2017, there was an Interdepartmental Receivable of $3.5 million from the Gas Department
related to the monthly settlement between the two departments.
The Water Department’s May capital expenditures were $2.9 million less than budget (as noted
above). Significant variances to budget through May 2017 include:
Millions Over
(Under) Budget
Florence – Minne Lusa High Service Pump Station Improvements
( $0.7)
Florence – Motor rewind #4 (timing)
( 0.5)
Florence – Intake structure improvements
( 0.3)
Platte South – Fluoride Fill Station (timing)
( 0.2)
Platte South – Basin Valve & Piping project (timing)
( 0.2)
Platte South – All other
( 0.2)
Mains - Infrastructure Related
( 0.1)
Mains - All other
1.1
Furniture, Equipment and Miscellaneous- primarily Water Quality
( 0.3)
testing equipment (timing)
Construction Equipment (primarily timing)
( 1.3)
Pumping and Purification-primarily underground booster pump station
( 0.6)
(timing)
All other, net
0.4
($2.9)
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Gas Department
May gas net revenues of $10.6 million were favorably impacted by a $4.3 million adjusting entry to
correct the unbilled revenue accrual. On a monthly basis, it is necessary to record a revenue accrual
related to volumes that are consumed in a month, but not yet billed due to timing issues (e.g. billing
cut-off constraints, and billing that generally doesn’t coincide with calendar month in terms of the
timing of gas usage). There was an error in reported volumes for three “interruptible” customers that,
while small on a monthly basis, accumulated to a significant understatement in the unbilled accrual
for the period of time impacted. Though the majority of the correcting entry relates to prior periods,
consultation with our external auditors confirmed management’s assessment that this adjustment is
deemed to be “immaterial”; consequently, the correcting entry is recorded in the month of May rather
than as a restatement of financial results for prior periods. It should be noted that the adjusting entry
to unbilled revenue has no impact on cash flow, nor were any customers billed incorrectly due to the
volume reporting error. The reporting error occurred in an internal report that is used as the basis for
accruing unbilled revenue. Excluding the impact of the aforementioned correcting entry, May’s
revenue was $.1 million favorable to budget, which correlates to the 6.7% favorable volume variance.
May’s $4.4 million favorable net revenue variance to budget is primarily due to:
Millions
Unbilled revenue adjustment/correction
Increased Firm/Interruptible Sales, net of gas cost, associated with volume increase

$4.3
$0.1

May’s $4.5 million favorable revenue variance to prior year is primarily due to:
Millions
Unbilled revenue adjustment/correction

$4.3

Increased Firm/Interruptible Sales, net of gas cost, due to revenue mix, higher
volumes (10.2% favorable) and an increase to the margin component of rates

$0.2

May operating expenses of $6.4 million were favorable to budget by $.2 million, or 3.1%, due to:
Millions
Decreased Production operating expense – primarily LNG

$0.2

Decreased Customer Accounting & Collecting

$0.2

Increased GIR service reconnect expense associated with accelerated pace of cast
iron gas main replacements

($0.2)

May operating expenses of $6.4 million were unfavorable to prior year by $.7 million, or 13.2% due to:
Millions
Increased Distribution Maintenance expense due to mains and services (accelerated
pace of cast iron gas main replacements)

($0.3)

Increased Administrative & General expense due primarily to increased usage of
application development consultants in Information Technology

($0.2)

Increased Depreciation expense

($0.2)

The activity discussed above resulted in May net income of $4.2 million, which is $4.6 million
favorable to budget and $3.7 million favorable to prior year.
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The Gas Department fund position at May 31, 2017 is $79.2 million, which is $2.4 million favorable to
budget, due primarily to the following year-to-date variances:
Increased Net Revenues
Decreased Operating/Non-operating Expenses
Decreased Capital Expenditures
Natural Gas Inventory decrease more than budgeted
Unbilled Revenue increase due in large measure to adjustment related to
prior periods
All other
Total Fund Position - variance to budget

Millions
$0.8
2.2
3.3
1.3
(5.0)
(0.2)
$2.4

At May 31, 2017, there was an Interdepartmental Payable of $3.5 million to the Water Department
related to the monthly settlement between the two departments.
The Gas Department’s May capital expenditures were $3.3 million less than budget (as noted above).
Significant variances to budget through May 2017 include:

Buildings, Land and Equipment – LNG Boil-off compressor (timing)
Buildings, Land and Equipment – LNG Simulator
Buildings, Land and Equipment – Downtown Building Front Entrance
Buildings, Land and Equipment – All other
Information Technology – HANA – timing; moved to 2018
Information Technology – All other
Furniture, Equipment and Miscellaneous
All other, net

Millions
Over (Under)
Budget
($ 0.8)
( 0.3)
( 0.1)
( 0.3)
( 0.2)
( 0.1)
( 0.3)
( 1.2)
($3.3)

Statement A-12, Payroll, Employee Count and
Overtime by Area Payroll and Employee Count
The active payroll for May was $5.7 million, compared with $5.9 million in budget and $5.4 million in
prior year. At May 31st, there were 824 regular full-time employees, compared with 840 in budget
and 844 at May 31, 2016. Part-time, summer and temporary employees numbered 39 at May 31st
compared with 49 in budget and 39 at May 31, 2016.
Overtime Hours
Overtime hours for the month totaled 5,687 as compared with 5,569 in budget and 4,877.5 in prior
year. Overtime hours were 118.0 hours greater than budget, as follows:
Favorable (Unfavorable)
vs. Budget
248.0
219.5
124.0
119.5
(488.0)
(115.0)
(226.0)
(118.0)

Customer Accounting (1)
Plant Engineering (2)
Customer Service Admin (3)
Information Technology (4)
Field Services (5)
Construction (6)
All other, net
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(1) Associated with annual “sewer base” calculation; timing, as overtime for this activity was
budgeted in May, but incurred in April (using fewer hours than budgeted)
(2) Primarily due to lower “Locating” volumes (fewer cable projects), full staffing levels and
efforts to reduce overtime
(3) Reduced overtime in Dispatch due to full staffing levels coupled with shift changes to
create efficiencies
(4) Primarily scheduling changes to allow for weekend software maintenance on “straight
time”
(5) Primarily Fitters working overtime to keep up with accelerated gas cast iron main
replacement work
(6) Due to 14 vacant positions coupled with increased water main breaks
Restricted and Unrestricted Funds
On May 31, 2017, the Water Department cash and restricted funds totaled $76.2 million. The cash
on hand is primarily made up of:
Millions
Cash Per Balance Sheet
$72.7
Plus Additional Cash to be Received:
Intercompany Receivable from Gas Department
3.5
Adjusted Cash Balance
$76.2
Less Restricted Cash:
2015 Bond Project Fund (proceeds remaining)
Bond Sinking Fund - Restricted (2012 and 2015 bonds)
Bond Reserve Fund - Restricted - Deposit in Lieu of Insurance (2012 bond issue)
Platte West Environmental Fund – Restricted
Unrestricted Cash

16.4
8.9
3.0
0.2
$47.7

Components of Unrestricted Cash:
Customer Deposits and Credit Balances
Sewer Fees Collected but not Remitted
WIR Funds Collected but not Expended
Cash Reserves

$ 2.4
$12.7
$26.9
$ 5.7

On May 31, 2017, the Gas Department cash and restricted funds totaled $98.9 million. The cash on
hand is primarily made up of:

Cash per Balance Sheet
Less Cash to be Paid:
Intercompany Payable to Water Department
Adjusted Cash Balance - Unrestricted
Components of Unrestricted Cash:
Customer Deposits and Credit Balances
Cash Reserves

Millions
$102.4
( 3.5)
$98.9
$15.8
$83.1*

*Cash reserves were negatively impacted by $4.4 million due to the fact that cumulative amounts
spent on Gas Infrastructure projects exceed the cumulative revenue collected.
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The funds are generating earnings credits, which serve to reduce our monthly bank charges.

Joseph J. Schaffart
Vice President, Accounting
(402) 504-7111

Approved:

Debra A. Schneider
Senior Vice President, Chief Financial Officer
Enclosures
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