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The financial resilience of the utility industry is going through a severe stress test 
with a confluence of factors that are impacting both utility revenues and costs. 
As a utility leader, you may be called upon to provide a rapid financial forecast 
amidst an ongoing and rapidly changing economic, social, and public health 
crisis. This paper provides insights into performing a “Financial Plan Reset” during 
these uncertain times, incorporating (i) Modified Forecast Assumptions; and (ii) 
Adaptive Strategies, to navigate the financial impact of COVID-19.

Financial Plan Reset: Do We Need One?
Most Likely. Figure 1 illustrates the multiple drivers that are likely to change due to the 
impact of COVID-19, the associated potential outcomes, and the impact on revenue and 
expenditure forecasts. In addition, it also illustrates the inter-dependencies you should 
consider when revising your multi-year financial forecast. 

The extent of the impact will vary depending on the shelter-in-place mandates, the local 
and State relief policies, and the pace of economic recovery. Additionally, depending on the 
frequency of your meter reading and the timing of your billing cycles, you may not have 
adequate customer usage data yet to forecast changes. However, even with these constraints, 
more than ever, it is crucial to proactively evaluate your financial plan and modify it to reflect 
the economic impact. Such a timely action will help you develop pragmatic mitigation strategies 
and interim policies, to assist customers while restoring the enterprise fund’s fiscal stability. 

Figure 1: Schematic of Influencers, Impact, and Dependencies 



How Can Utilities Develop 
Reasonable Assumptions?

For each input driver variable in Figure 1, it would 
be important to define the temporary period of 
change and the expected time of return to normalcy. 
The timeframe should consider State guidelines, 
local policies, the utility’s proactive measures, if any, 
and the nature of the customer base. For defining 
the temporary COVID-19 impact period of change, 
limiting changes in projections to just two (2) or three 
(3) months of the current fiscal year would be a less 
conservative approach. Instead, an assumption of 
at least a “flattened V curve”, with a gradual return 
to normalcy during the first half of 2021, would be a 
more pragmatic approach.

Forecasting the precise change for each input 
driver variable is not plausible in the absence of 
data. However, meaningful assumptions can be 
made based on the directional trend seen since the 
advent of the pandemic and leveraging any relevant 
and readily available data. Figure 2 illustrates the 
trend and some possible data that you can use to 
develop estimates.
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Usage Change
Increase in residential usage due to 
increased stay-at-home increased hand washing, 
etc.

Decrease in commercial usage due to 
temporary cessation and slower resumption 
of economic activity.

Increase or decrease in industrial usage 
depending on the type of industrial base 
that exists in a community.

Utilities with AMI can track the Pre-COVID-19 and 
Post-COVID19 change in usage over a 
specified time period, and evaluate the magnitude 
of change.

In the absence of AMI data, utilities can use 
available class level monthly average usage data 
to estimate the percent increase or decrease in 
usage.

It is prudent to validate any change assumptions 
with available data.

Delinquency Rate
Increase in delinquencies due to temporary 
policies on cessation of shut-off. 

Higher than normal levels of delinquency and 
their lingering impact on collections should be 
considered as part of the financial plan.

Delinquency data from low-income 
neighborhoods (if available), the extent of poverty, 
assumptions of job loss, and existing delinquency 
rates, are all data points, that you can use to help 
develop assumptions on increased bad debt.

Late Fee Waivers
Increase in any foregone revenues, due to 
temporary waivers of late fees and other 
penalties.

Existing annual income from late fees can be 
leveraged to estimate potential levels of foregone 
revenues.

Personnel Costs
Increases in this category may be due to policies 
such as hazard pay, premium pay, and/or 
overtime pay during the COVID-19 period. 

Offsets to this cost category may also occur due 
to furloughs.  

Average overtime information can be leveraged to 
estimate increase, if any, in personnel costs.

Potential budget cuts, if any, must be considered, 
as well.

Non-Personnel Costs
An increase or decrease in non-personnel costs is 
subject to actions/policies that are implemented 
in response to the pandemic.

Current Year: Costs associated with increased 
fleet rentals, disinfections, and purchase of 
supplies could be estimated.

Following Year: Potential budget cuts in one-time 
discretionary expenditures and/or other 
reductions must be factored.

New Connections
Slower growth in new connections is likely subject 
to the pace of economic recovery.

Data on average monthly requests for new 
connections can be reviewed.  

Potential slower growth in the immediate months 
of COVID-19, and then possibly an 18 to 24 
months delayed return to normal levels of new 
connections should be considered.

Directional Trend

Figure 2: Directional Trend & Examples of Available Data Sources

Example Data Sources for 
Assumptions/Validation
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What are the Potential Financial 
Plan Reset Strategies?

Magnitude of “practical levels” of annual user charge revenue adjustments

Changes to budget spend level for the current year and future years

Changes to one-time or recurring O&M costs

Changes to capital project expenditure schedule

Changes to cash versus debt financing for needed capital investments

Changes to draw down of available reserves

Changes, where possible, to temporary reductions to financial key performance 
indicators and gradually restoring to target levels
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The strategies involved in performing a Financial Plan Reset, to manage the financial 
implications off COVID-19, include the interplay of several decisions you can make including:
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A Financial Plan Reset initiative may be the one armor that your 
utility can implement to emerge with a pragmatic fiscal path, even while 
the pandemic is thrusting your utility in to an uncertain financial horizon.


