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• Reliability:  Obligation to Serve

• Rates:  Affordability, Sustainable 

• Responsibility: Sustainability, Safety & 

Compliance

• Reputation:    Community Involvement

• Relationships:  Customer Intimacy

Strategic

Alignment



Rochester Public Utilities - Financial Strategy

• Financial Stability – Alignment of fixed and variable cost with fixed and 
variable rates – Economic Vibrancy and Growth

• No subsidization between Rate Classes (Cost Causation) 

• Reduce subsidization within Rate Classes (Cost Causation)

• Rates that promote conservation and reduce costs (Demand Reduction)

Cost Based 
Rates

• Enrich People’s Lives – Economic Vibrancy and Growth

• Help Businesses Prosper – Economic Vibrancy and Growth

• Promote Community Welfare – Affordable Living

Regionally 
Competitive

• Rates – AA Bond Rating, Targeted Income, Debt Coverage, Equity %

• Reputation – Community Service, Engagement, Contribution to the City

• Responsibility – Conservation, Education, Safe Operations, Compliance

• Reliability – Unusual Events (Ice Storm/Pandemic), Replacement of 
Infrastructure, Growth and Maintenance

• Relationships – Quality City Services (People & Systems)

Provide 
Resources



Water Utility

Budget 2024 - 2028



Rochester Public Utilities - Water Utility – 2024-2025 Operating Budget
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• Water main replacement Plan / Aging 

Infrastructure

• Marion Rd Duct project

• Advanced Metering Infrastructure (AMI)

• Water conservation programs, 

education 

• Weather – Rain Fall, Cooling Degree 

Days

• City related City projects  impact –

Timing, Funding, Contribution in Aid

Business Drivers Business Risks
• Ground water supply dependent –

Continued monitoring

• Incremental regulation – water testing, 

backflow monitoring, DNR Permitting

• Cell Tower rental revenue

• Technology – Advanced Meter 

Infrastructure, Technology Change, 

Cyber Security



Water Utility Number of Customers
2018-2022 Actual, 2023 Forecast, 2024-2028 Budget

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

% Change 1.1% 0.7% 1.0% 0.8% 0.6% 0.8% 0.8% 0.8% 0.8% 0.7% 0.7%

Total 40,199 40,467 40,869 41,204 41,466 41,784 42,132 42,455 42,775 43,092 43,403

Interdepartmental 1 1 1 1 1 1 1 1 1 1 1

Industrial 32 25 23 23 22 22 22 22 22 22 22

Commercial 3,635 3,581 3,607 3,666 3,823 3,885 3,976 4,046 4,119 4,194 4,269

Residential 36,531 36,860 37,238 37,514 37,620 37,876 38,133 38,386 38,633 38,875 39,111
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• Continued investment in system to maintain reliability, improve service and safety, and serve 

City expansion

• Capital Expenditures 2024 2025

• Water Metering - AMI $  2,093K $  2,349K (2024-2028: $14,570K)

• 1.0MG Baihly High Level Tower $  3,000K $     - (WAC Funded)

• Distribution System (Excluding AMI) $     234K $     304K

• City Road Project - DMC Area $  1,090K $     740K

• City Road Projects $  2,245K $     445K (2024: CIAC $740K)

• Developer Projects $     150K $     150K

• RPU Projects $     - $     400K

• Capital Contingency $     180K $     180K

• Major Maintenance

• Water Metering – AMI $     261K $     261K

• Water Storage Facility Painting $     175K $ 375K

• Service Assured $     261K $     261K

• Operating Contingency $       90K $       90K

(WAC – Water Accessibility Charge)

Budget Drivers – 2024-2025



Water Utility Capital External Spending

2018-2022 Actual, 2023 Forecast, 2024-2028 Budget
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• Capital Changes: 2024 2025

Allocation reductions - RPU Projects ($  613,000) ($  400,000)

City Projects - DMC Area ($  440,000) $  190,000

Center St to 11th Ave NE $     - ($  690,000)

• Maintained Capital Contingency $  180,000 $  180,000

‒ Cost Center

‒ Your Departments

‒ Other Departments

‒ Contingency

‒ Board Reserve Request

Water Utility

Capital & Major Maintenance Reductions



Water Utility - Capital Budget Adjustments

Description 2023 2024 2025 2026 2027 2028

Internally Funded Capital Requests 4,726,251      4,975,104  4,123,271 5,455,358 3,771,624 3,617,880  

DMC - 6th Street SE Bridge (250,000)   250,000    

DMC - Rapid Transit 2nd St SW (440,000)    440,000    -            

Center St to 11th Ave NE (690,000)   690,000    

South Broadway 4th St to 9th St (750,000)   750,000    

Allocation - T&D City Projects (500,000)

Allocation - T&D RPU Projects (613,000) (400,000) (500,000) (500,000) (500,000)

Total Adjustments -                 (1,053,000) (900,000)   (310,000)   250,000    (1,000,000) 

Internally Funded Capital Expenditures 4,726,251      3,922,104  3,223,271 5,145,358 4,021,624 2,617,880  

Target Capital Expenditures 2,896,046      2,953,967  3,013,046 3,073,307 3,134,773 3,197,468  

Over (Under) 1,830,205      968,137     210,225    2,072,051 886,851    (579,588)    



Water Utility

2024-2025 Operating Budget

FORECAST BY YEAR, 2023 THROUGH 2028

($000’S)

*  2023 forecast contains 4 months actuals and 

8 months forecast



Water Utility

2024-2025 Operating Budget

FORECAST BY YEAR, 2023 THROUGH 2028

($000’S)

*  2023 forecast contains 4 months actuals and 

8 months forecast



Water Utility

2024-2025 Operating Budget

FORECAST BY YEAR, 2023 THROUGH 2028

($000’S)

*  2023 forecast contains 4 months actuals and 

8 months forecast



Residential Class Water Rate Comparison
(Jan ’22 through Dec ’22)

SOURCE: OWATONNA PUBLIC UTILITIES
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Commercial Class Water Rate Comparison
(Jan ’22 through Dec ’22)

SOURCE: OWATONNA PUBLIC UTILITIES
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• 2024 Recommendation

‒ 5.5 percent general rate increase plus $1.32 customer 

charge increase for AMI

Cost impact to the average residential customer is 

$1.65/mo

• 2025 Recommendation

‒ 5.5 percent general rate increase plus $1.32 customer 

charge increase for AMI

Cost impact to the average residential customer is 

$1.67/mo

Water Utility

Recommendation



Questions on Water Utility?



Electric Utility

Budget 2024 - 2028



Rochester Public Utilities - Electric Utility – 2024-2025 Operating Budget
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• Low energy sales growth –

Increase customers, decrease average 

use, Conservation, Distributed Generation

• AMI Investment

• Load (Demand) growth shifts within the City 

• Demand Side Management – 80MW by 

2039

• Weather – Heating and Cooling days

• Potential New loads – Electric Vehicles & 

Electrification

Business Drivers Business Risks
• Compliance:  Cyber Security / FERC requirements 

/ Conservation (MN Eco Act)

• Regulatory Impact:  Air & Water quality, 

Transmission

• Impact of local business decisions, economy, 

Work-from-home & DMC

• Concentration of Customers/Revenue – 2/3 

Revenue is Commercial

• Technology – Advanced Metering (AMI), ERP 

System, Cyber Security.



Electric Utility Number of Customers
2018-2022 Actual, 2023 Forecast, 2024-2028 Budget

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

% Change 1.1% 1.9% 2.2% 1.0% 0.5% 4.5% 2.2% 1.8% 1.8% 1.9% 1.9%

Interdepartmental 1 1 1 1 1 1 1 1 1 1 1

Street & Hwy Lighting 3 3 3 3 3 3 3 3 3 3 3

Industrial 2 1 1 1 1 1 1 1 1 1 1

General Service 4,976 5,033 5,098 5,119 5,126 5,201 5,295 5,369 5,440 5,512 5,592

Residential 50,353 51,344 52,531 53,058 53,353 55,893 57,128 58,198 59,300 60,435 61,604

Total 55,335 56,382 57,634 58,182 58,484 61,099 62,428 63,572 64,745 65,952 67,201
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Annual MW Peak
2018-2022 Actual, 2023-2028 Budget



2024 KWH SALES FORECAST
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• Continued investment to: 

Maintain reliability, improve service and safety, 

Serve City expansion and Customer growth.

• Staffing:  2 Incremental Positions, Tech Services Technician, NERC Program Coordinator

2 Conversions of Contracted Work

• Staffing:  AMI Project 4 Incremental Positions; 2 Limited Term during implementation (5yrs)

• Major Maintenance: 2024 2025

• Silver Lake Dam Relocation $       50K $ 1,240K   (2024-2026 $ 2,050K)

• Tree Trimming $  1,700K $ 1,700K

• AMI Operating Expense $     368K $    368K

• Power Resources $     650K $    430K

• Operating Contingency Reserve $     360K $    360K

Budget Drivers – 2024-2025



www.rpu.org

27

• Capital Expenditures 2024  2025

• AMI Project $  3,918K $ 4,815K (2024-2028 $13,617K)

• Distribution System $  2,464K $ 2,611K

• System Growth (Less: CIAC) $  3,810K $ 3,390K

• New Services $  1,227K $ 1,256K

• IT Core Switch Replacement $  1,400K $     -

• Power Resources/Facilities $     963K $    656K

• Fleet $     865K $ 1,006K

• Project Contingency Reserve $     800K $    800K

• Total CIAC ($ 4,832K) ($2,852K)

Major Projects

• 2030 Power Resource Plan(Bonded) $ 212,145K  (2026-2028)

• Grid North Partners(Bonded) $   23,567K  (2026-2028)

• Down Town Duct System $     6,550K  (2026-2028)

(CIAC – Contribution in Aid of Construction)

Budget Drivers – 2024-2025
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2024 2025

• Reduced Capital $ 911,342 $  1,148,536  

• Reduced Major Maintenance $    370,000 $     110,000

• Reduced Cost Centers $    632,353 $     181,320

• Maintained Capital Contingency $    800,000 $     800,000

‒ Cost Center

‒ Your Departments

‒ Other Departments

‒ Contingency

‒ Board Reserve Request

Electric Utility

Capital & Major Maintenance



Electric Utility - Capital Budget Adjustments
Description 2023 2024 2025 2026 2027 2028

Internally Funded Capital Requests 19,510,942    15,675,950 16,378,213 23,896,260 19,528,992 19,519,089 
Work Management (500,000)        

Allocation - Electric Metering (150,000)        

Feeder 1315 (600,000)        600,000          

Downtown Duct system (750,000)        

Substation Capacitor Bank - BV (365,000) 185,000          

Fiber-Marion to Cty PW/St Bridget Twr to WC (230,000) 160,000

Feeder Ext 60th Ave Sof 50th St NW (145,000)        145,000          

Core Services Allocations (336,342) (378,536) (692,441) (756,329)        (1,002,904)     

GIS Utility Network Implementation (270,000)        

Responder Grid Ops Implementation (800,000)        800,000          

Change Management Tool (25,000)           

Allocations - Information Technology (50,000)           (50,000)           (50,000)           (50,000)           (50,000)           

Morton Building Concrete (135,000)        

Fleet Van 65,000

Total Adjustments -                 (911,342)     (1,148,536)  (3,257,441)  938,671      (1,052,904)  

Internally Funded Capital Expenditures 19,510,942    14,764,608 15,229,677 20,638,819 20,467,663 18,466,185 

Target Capital Expenditures 14,047,871    14,469,307 14,903,386 15,350,488 15,811,003 16,285,333 

Over (Under) 5,463,071      295,301      326,291      5,288,331   4,656,660   2,180,852   



Electric Utility Capital External Spending

2018-2022 Actual, 2023 Forecast, 2024-2028 Budget



Debt Service
2018-2022 Actual, 2023-2033 Budget/Forecast

2023 2024 2025 2026 2027 2028

Debt Issues -$       -$       -$       20.4$     410.4$    -$       

(in millions)

2023 2024 2025 2026 2027 2028

Debt Issues -$       -$       -$       20.4$     410.4$    -$       

(in millions)
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Residential Class Electric Rate Comparison
(Jan ’22 through Dec ’22)

SOURCE: OWATONNA PUBLIC UTILITIES
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Commercial (SGS)  Class Electric Rate Comparison
(Jan ’22 through Dec ’22)

SOURCE: OWATONNA PUBLIC UTILITIES
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Electric Utility

2024-2025 Operating Budget

FORECAST BY YEAR, 2023 THROUGH 2028

($000’S)

* 2023 forecast contains 4 months actuals and 8  

months forecast



Electric Utility

2024-2025 Operating Budget

FORECAST BY YEAR, 2023 THROUGH 2028

($000’S)

* 2023 forecast contains 4 months actuals and 8  

months forecast



Electric Utility

2024-2025 Operating Budget

FORECAST BY YEAR, 2023 THROUGH 2028

($000’S)

* 2023 forecast contains 4 months actuals and 8  

months forecast
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• Electric Utility 2024-2025 Recommendation

‒ 2024: 3.2 percent general rate increase plus $1.94 customer charge increase for AMI

Cost impact to the average customer is $2.17/mo (Corrected 8/11/23  $4.12/mo)

‒ 2025: 4.0 percent general rate increase

Cost impact to the average customer is $2.91/mo (Corrected 8/11/23  $4.30/mo)

• Water Utility 2024-2025 Recommendation

‒ 2024: 5.5 percent general rate increase plus $1.32 customer charge increase for AMI

Cost impact to the average customer is $1.65/mo

‒ 2025: 5.5 percent general rate increase plus $1.32 customer charge increase for AMI

Cost impact to the average customer is $1.67/mo

Recommendations



Questions on Electric Utility?
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• August 28, 2023 City Council:  Recommended Budget Review Study Session

• August 29, 2023 RPU Board Meeting:  Public Comment

• September 26, 2023 RPU Board Meeting:  Public Comment

Electric Utility Cost of Service

Electric and Water Rate Design (+/- 2%)

Public Notice of Proposed Rates

• October 24, 2023 RPU Board Meeting:  Public Comment

Request Approval of Budgets and Rate Proposal

• December 2023 City Council:  

Request Approval of Budgets and Rate Recommendation

Next Steps


