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Agenda
• Introduction

• Financial Forecasting Overview

• Key Performance Indicators

• Financial Planning Tools

• Discussion
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Introduction
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Instructors
Mike Lane, ASA

Mike Lane is a Director with NewGen, bringing 25 years of experience in providing 
financial, technical, and management consulting services to various industries. He 
has served as a Project Manager for a range of financial studies for water, 
wastewater, electric, and gas utilities across the country. This includes COS and rate 
design projects, financial planning, feasibility studies, and valuation studies.

He is an Accredited Senior Appraiser (ASA) by the American Society of Appraisers, 
specializing in Public Utilities Appraisals; less than 20 professionals nationwide hold 
this designation. Mike has extensive expert witness experience regarding the 
appraisal of electric plant property for property tax appraisals.

Max Bernt

Max Bernt is a Director with NewGen and has worked with public power entities for 
10 years providing economic and financial consulting, and litigation support. Mr. 
Bernt has experience in cost of service, rate design, economic impact analysis, pro 
forma financial analysis, depreciation analysis, database creation, and large dataset 
management and analysis (i.e., Advanced Metering Data), and is extensively involved 
with the development and use of advanced economic analysis technologies and 
applications.
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Goals
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Develop an understanding of industry financial 
forecasting practices

Better understand KPIs used to determine and 
communicate a financial plan

Learn about tools being used today for utility 
financial forecasting



Financial Forecasting Overview
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Financial Forecasting Overview
• The utility financial planning/forecasting process varies across the industry

• Tools used
• Length of plan (3 year to 50 years)
• Frequency of updates (monthly, quarterly, annually)
• Use of scenarios
• Stochastic vs Deterministic
• KPIs
• Basis of assumptions
• Communication of plan
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Small Group Session #1
Discuss with your group your utility’s financial planning process. 

Instructions:

1. Select a spokesperson

2. Discuss the group’s experience and feedback from their organization’s practices 
regarding:  
• What tools are used for financial forecasting (Excel, Tableau, SAP, Oracle, In-House Tools, etc.)
• Length of financial plan (Years)
• Frequency of updates
• Basis of forecast assumptions (Historical averages, internal or third-party forecasts, industry 

trend, etc.)
• Give two examples of how stakeholders use financial plan
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Financial Forecasting Overview
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Communicates 
the strategic 

direction of the 
utility

Assist 
management in 
decision making

Focuses on 
material areas

Portrays realistic 
scenarios and 

outcomes; 
identifies key 
sensitivities

Has flexibility to 
adapt to 
changing 
demands

Identifies short-
term 

requirements 
and detects long-

term trends

Key Attributes of an Effective Financial Forecast



Financial Forecasting Overview
• Communication of Utility Strategic Direction

• Before any spreadsheets are opened and numbers inputted, the strategic 
plan of the utility should be known and understood

• Development of Financial Strategy Document
• Goals

• Examples:
• Highest levels of reliability
• Customer bills lower than regional competitor
• Percent of power supply from renewable resources
• Stable rates

• Policies
• Rate Caps
• Use of Debt
• Levels of reserves

• KPIs developed that measure and communicate strategic plan
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Financial Forecasting Overview
• Assist Management in Decision Making

• Quickly and efficiently produces and communicates results and 
information to facilitate decisions

• Standard reports
• Dashboards
• KPIs

• Ability to show optimized results (an answer vs. best answer)
• Quickly perform scenario and what-if analysis
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Financial Forecasting Overview
• Focuses on material areas

• Long-Term vs. Short Term detail
• Sales by rate component
• Capital plan detail
• Income/cash flow detail
• Balance sheet projections

• More data is better if:
• Does not bog down process or reports
• Can provide greater insights
• May be integrated with other processes
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Financial Forecasting Overview
• Portrays realistic scenarios and outcomes; identifies key 

sensitivities
• Load Growth

• Is 2% per year load growth going forward accurate?
• Does it matter where growth comes from (residential vs. industrial)

• Rate Revenues
• Are revenues coming from fixed or variable charges
• What does a series of low sales years do to financial metrics?

• CIP Plans
• Are CIP plans wish lists or actual anticipated expenditures?
• Are CIP expenditures in later year high enough to recapitalize system 

plus serve load growth?
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Financial Forecasting Overview
• Has flexibility to adapt to changing demands
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105,000 GWh of 
Renewables

2009 best cell phones:No EVs available, 315,000 
hybrids sold (2.6% of all sales)

Where were we in 2009?

6% of homes with 
a smart meter

Expect clean, cheap water

Bottled 
water is 
29% of 
market

Millennial Generation

481 MW of Rooftop 
Solar Installed



Financial Forecasting Overview
• Has flexibility to adapt to changing demands
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Where are we in 2019?

700% growth in 
Renewables

360,000 EVs Sold in 
2018; Tesla 

producing 20,000 
Model 3s per month

Bottled water is 
#1 sold beverage

50%+ of homes have a 
smart meter

Millennials in 
leadership positions 

Smart 
phones are 
ubiquitous 

Flint, MI Water Crisis

2,386 MW of 
Rooftop Solar 

Installed



Financial Forecasting Overview
• Identifies short-term requirements (operational) and detects long-

term trends (strategic)
• Short Term

• Are KPIs met?
• Are reserve levels sufficient to handle periodic events?

• Low sales year
• Loss of load
• Storm events
• Others

• Long Term
• Are strategic goals being met?
• What is long-term impact of funding strategies?
• How does system handle long term legislative policies?
• Others
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Key Performance Indicators
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Key Performance Indicators
• Key Performance Indicators (KPIs) are metrics used to measure, track and report 

performance and progress towards the utility’s financial strategy 

• Financial 
• Reserve levels
• Revenue sufficiency
• Leverage
• Fixed cost recovery
• Etc.

• Policy
• Rate increase caps
• Competitive position (rate comparison)
• Percent of generation from renewable resources
• Etc.
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Key Performance Indicators
• Industry Standard Financial KPIs

• KPIs
• Debt Service Coverage Ratio
• Days Cash on Hand
• Debt to Equity/Debt Ratio

• Greater usage of KPIs that capture fixed cost commitments commonly driven by rating 
agency scoring

• Fixed charge coverage ratio
• Modified debt service coverage ratio
• Others

• Days liquidity vs. Days cash
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Breakout Session #2
Discuss with your group the main KPIs used by your utility in its financial planning 
process. Use the same spokesperson, and provide the following report-out by group:

1. List the top 5 KPIs used by your group

2. Which ones are used to drive to results in the plan?

3. Which ones are used to communicate results to stakeholders/internal decision 
makers? 
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Key Performance Indicators
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SIMPLE TO 
UNDERSTAND/COMMUNICATE

ASSIST UTILITY IN MAKING 
MEANINGFUL DECISIONS

ALLOW UTILITY TO ASSESS 
POSITION RELATED TO 

INDUSTRY

COMMUNICATES UTILITY’S 
STRATEGIC GOALS

Attributes of Effective KPIs



Key Performance Indicators
• Simple to Understand and Communicate

• Audience isn’t always finance/accounting savvy
• Magnitude of absolute & relational metrics

• $1 million in reserve vs. 45 days cash on hand
• 0.25 increase in Debt Coverage vs. $2.50/month increase in average 

residential bill
• $10 million debt issuance vs. 5% change in debt-to-equity ratio

• Dashboards may need simple legends
• Bigger numbers are better than smaller numbers or vis versa
• A change of x in KPI/metric requires x dollars

• Financial model should have ability to calculate wide range of 
metrics while reports/dashboards should focus on KPIs relevant to 
intended audience
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Key Performance Indicators
• Assist utility in making meaningful decisions

• Can managers use KPI to assess:
• Success of strategic initiatives
• Requirements for and impacts of tactical decisions
• Position in industry

• Is data needed for KPI available for use in quick scenarios/what-ifs?
• Which KPIs are required to tell “whole story”?
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Key Performance Indicators
• Allow utility to assess position related to industry

• Industry standard KPIs
• APPA
• EIA
• Rating Agencies
• Public Utility Commissions

• Competitive position
• Bill comparisons

• https://openei.org/wiki/Utility_Rate_Database
• Consider applying rates to your customers usage profiles
• Important for understanding ability to attract commercial loads
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https://openei.org/wiki/Utility_Rate_Database


Key Performance Indicators
• Communicates utility’s strategic goals

• What it communicates
• Items of strategic plan
• Value of strategic initiatives

• How it communicates 
• $/kWh vs. $/Month
• Value of solar vs. standby charge
• System load growth vs. sector load growth (electric vehicles, commercial load, etc.)
• Graph coloring
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Financial Forecasting Tools
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Financial Forecasting Tools
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Financial Forecasting Tools
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Source: Benchmarking Accounting & Finance Function 2019, Financial Education & Research Foundation with Robert Half

Leading Types of Budgeting and Planning Tools Used



Financial Forecasting Tools
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Source: Benchmarking Accounting & Finance Function 2019, Financial Education & Research Foundation with Robert Half

Use of Cloud-Based Solutions for Accounting and Finance Functions



Financial Forecasting Tools
• Majority of public power utilities use Excel™ as main tool in financial forecasting
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• Pros
• Low Cost
• Ease of Use
• Familiarity (Legacy System)
• Power and Flexibility
• Ability to validate results
• Continuous updates

• Cons
• Spreadsheet Owner Culture
• Requires advanced users to unlock full 

potential
• High risk of human error



Financial Forecasting Tools
• Monte Carlo Simulation

• Understanding impact of assumptions
• Understanding range of outcomes in 

normal variances
• Excel Internal Tools

• RAND()
• NORMINV(rand(),mean, standard deviation)

• Crystal Ball
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Financial Forecasting Tools
• Machine readable inputs/outputs

• Big data has made the use of spreadsheets as the input/output device insufficient
• High degree of error
• Low degree of flexibility
• One million rows not enough?
• Personal knowledge (owner of spreadsheet)

• Machine readable flat files inputs/outputs returning as best practice for data organization
• Standardized format
• Can handle large amounts of data
• Flexible use

• By other users of data in utility
• By new programs (Business Intelligence, Machine Learning, Others)

• Institutional knowledge
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Financial Forecasting Tools
• Business Intelligence Tools

• Dynamic presentation of data
• Ability to integrate with other utility data

• Tell “Whole Story”

• Requires machine readable inputs/outputs
• Providers:

• Microsoft Power BI
• Tableau
• SISense
• Others
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Financial Forecasting Tools
• Machine Learning Tools

• Providers 
• Azure (Microsoft)
• Amazon Web Services
• IBM Watson
• Google Cloud
• Python
• SAS
• Tensorflow
• Others

• Uses in Financial Forecasting
• Better normalization
• Sales forecasting
• Understanding of 

patterns/trends
• Demand elasticity
• Others

• Benefits
• Powerful (loves big data)
• Able to look at broader range of 

variables
• Adaptable
• Continuously learning

@PublicPowerOrg #PublicPower35

Machine Learning will tell you what but doesn’t always tell you why.



Contact Information
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Maxwell Bernt
email: mbernt@newgenstrategies.net

Phone: (720) 924-7138 

Michael Lane
email: mlane@newgenstrategies.net

Phone: (615) 970-7875
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