
slide

RECOMMENDED 2026-2027 BUDGET

Study Session Follow-Up

September 15, 2025



SLIDE 2

STRATEGIC 
PRIORITIES



201 4th Street SE, Rochester, MN 55904 www.rochestermn.gov

Strategic
Priorities Update

February or March

Factors Influencing the 
Budget and CC Budget 
Priorities

April

Baseline Budget, 
CIP, and Audit

June

City Administrator's 
Recommended Budget

August and September

City Council 
Approves Preliminary 
Levy

September 22

Budget Hearing 
and Budget 
Adoption

December 1st

Budget Documents:
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POLICY CONSIDERATIONS

1. Does the Recommended Budget effectively balance the 
City's Foundational Principles and Strategic Priorities?

2. Is the recommended 2026 preliminary tax levy for 
consideration September 22, 2025, acceptable?



Budget Follow Up: 

4th Fest 2026 Options
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Factors Influencing the 
Budget and CC Budget 
Priorities

April

Baseline Budget, 
CIP, and Audit

June

City Administrator's 
Recommended Budget

August and September

City Council 
Approves Preliminary 
Levy

September 22

Budget Hearing 
and Budget 
Adoption

December

4th Fest 2026 – Decision Needed & Recommendation

Decision needed

Select a delivery model for the City's July 4 programming:

• Option A: Multi-Act & Fireworks
• Option B: Community Band & Fireworks

• Option C: Citywide Engagement – Patriotic Broadcast & Fireworks

Recommendation: Approve Option C beginning in 2026.

Why Option C:

• Preserves fireworks on July 4 (mayoral direction) with a citywide patriotic broadcast produced by a 

local media partner.

• Expands access; residents celebrate from neighborhoods, parks, and homes.
• Protects staff capacity for core programs; avoids single-point-of-failure staffing.

• Reduces Public Music’s direct in-park costs and opens space for community-led activations via the 

special event permit process.

http://www.rochestermn.gov/
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Factors Influencing the 
Budget and CC Budget 
Priorities

April

Baseline Budget, 
CIP, and Audit

June

City Administrator's 
Recommended Budget

August and September

City Council 
Approves Preliminary 
Levy

September 22

Budget Hearing 
and Budget 
Adoption

December

4th Fest 2026 - Options At a Glance
Option Public 

Music Role

Stage Use Food 

Vendors

Staffing 

(Music/

Comms)

Budget Impact 

(2025 

Baseline)

Pros Cons

A: Multi-Act 

Model

Full planning & 

production

Apex Yes 3 FTE + 2 PT / 2 

FTE 

~210-265 staff 

hours

$18,000-

$24,000

(baseline; sustainable 

delivery requires added 
staffing/contingency; 

higher production costs 
after 2028)

Preserves full-

scale, festive public 
experience.

Highest staffing & 

support; impacts 
capacity for other 

programs; creates 

expectations that 
exceed what can be 

delivered.

B: Community 

Band Model

Plan & produce 

Community Band; 
in-park 

infrastructure

Showmobile No 2–3 FTE / 0

~160-200 staff 

hours

$15,000-

$20,000

(baseline; redundancy/

contingency required; 
no net savings to 

reallocate)

Lower staffing needs 

than Option A; 
retains patriotic 

music; offers easier 

setup/teardown & 
production.

Marginal savings; 

similar advance 
planning burden; 

smaller event for 

similar investment.

C: Citywide 

Engagement 
Model – Patriotic 

Radio Broadcast 

& Fireworks

Coordinate 

patriotic broadcast 
with media 

partner; partner 

produces; no in-
park program

None No ≤0.1 FTE / 0

~40-60 staff hours

No direct in-park cost; 

nominal/partnered 
broadcast cost

Preserves fireworks 

& patriotic music 
tradition; widest 

reach; aligns with 

mayoral safety 
direction; frees staff 

for high-impact 
programs.

Ends single-site 

gathering (offset by 
neighborhood 

viewing & 

broadcast).

http://www.rochestermn.gov/


201 4th Street SE, Rochester, MN 55904 www.rochestermn.gov

Factors Influencing the 
Budget and CC Budget 
Priorities

April

Baseline Budget, 
CIP, and Audit

June

City Administrator's 
Recommended Budget

August and September

City Council 
Approves Preliminary 
Levy

September 22

Budget Hearing 
and Budget 
Adoption

December

4th Fest 2026 – Continued:
Why Option C: Citywide Engagement Model – Patriotic Radio Broadcast & Fireworks

Citywide, inclusive celebration

Partner-produced patriotic broadcast reaches residents wherever they gather; optional mayor’s message and 

poet laureate reading; fireworks remain on July 4.

Sustainable operations
Frees staff capacity to deliver 17 summer events; protects carved funds for core programs. While sunsetting 

4th Fest helps meets the 2% budget reduction target, retaining those funds within Public Music’s base 

allocation provides critical support to absorb rising costs in core programs.

Risk & cost management
Avoids single-point-of-failure staffing in Option B; sidesteps production cost spikes expected after 2028 in 

Option A; requires minimal coordination.

Looking ahead (not part of this action)

If a nearest-weekend event model is pursued in future years, a Rochesterfest partnership could be revisited.

http://www.rochestermn.gov/
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Factors Influencing the 
Budget and CC Budget 
Priorities

April

Baseline Budget, 
CIP, and Audit

June

City Administrator's 
Recommended Budget

August and September

City Council 
Approves Preliminary 
Levy

September 22

RPU Board Recommended Fees Overview

Card Payment Convenience Fee

A convenience fee of $3 is proposed to be 
added to all card and digital-wallet payment 

types to cover processing costs. This fee does 

not apply to lower-processing-cost methods 

like check, money order, cash, PayPal, 

Walmart Pay, or bank-draft (ACH) payments.

http://www.rochestermn.gov/
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Baseline Budget, 
CIP, and Audit

June

City Administrator's 
Recommended Budget

August and September

City Council 
Approves Preliminary 
Levy

September 22

Budget Hearing 
and Budget 
Adoption

December

Card & Digital Wallet Payment Convenience Fees

• Proposed Convenience Fees  2025  2026  2027
• Residential (per transaction)   $    -  $  3.00  $  3.00
• Commercial (per transaction)  $    -  $16.00  $16.00

• RPU collects revenue for the electric, water, sanitary sewer, and stormwater utilities. 

• Card-based payments make up 25% of all utility payment revenue.

• Some digital wallet payment types also incur similar high transaction processing costs.

• Card processing costs were approximately $650K in 2024 and average 6.5 times more per 
transaction than cash, check, money order, and bank draft (ACH) payments.

• Currently these processing costs are being spread across the entire customer base and are 
being subsidized by customers who pay by low-cost methods.

• Intent is to align higher payment processing costs directly with the customers who generate 
them, while preserving low-cost, no-fee alternatives.

• The fee would be collected by RPU’s secure payment processing vendor. RPU would not 
retain any portion of the fee. The fees would be used to offset payment processing costs 
currently paid by all RPU customers.

http://www.rochestermn.gov/
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Factors Influencing the 
Budget and CC Budget 
Priorities

April

Baseline Budget, 
CIP, and Audit

June

City Administrator's 
Recommended Budget

August and September

City Council 
Approves Preliminary 
Levy

September 22

Budget Hearing 
and Budget 
Adoption

December

Water Availability Fee

Rochester City Code establishes a water service availability fee for land within the city that connects to the 

municipal water system and has not previously been assessed for the construction of a water storage facility.  

Historically, the water service availability fee has been adjusted annually through the City’s Schedule of Fees 

and Charges for Licenses, Permits, Services, and Other Charges. RPU is recommending that the fee be 

incorporated into the RPU Water Service Rate Schedule starting in 2026, adjusting the per acre charge. 

Adjustments reflect construction cost inflation driven in part by steel producer price indices, which have risen 

by approximately 7.4 percent over the past 12 months, and increasing costs for water storage construction.

RPU began a comprehensive water system master planning process in 2025 to identify future recommended 

changes to the water service availability fee to balance financial responsibility for new infrastructure 

supporting land development between current ratepayers and connection charges assessed on new 

development. 

2025 2026 2027

$3,448.87 $3,759.27 $4,097.60

http://www.rochestermn.gov/
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Fund and Electric Vehicles
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Factors Influencing the 
Budget and CC Budget 
Priorities

April

Baseline Budget, 
CIP, and Audit

June

City Administrator's 
Recommended Budget

August and September

City Council 
Approves Preliminary 
Levy

September 22

Budget Hearing 
and Budget 
Adoption

December

Equipment Revolving and Electric Vehicles: 

Fund Health and Challenges
• As part of the two-year budget, Departments submit prioritized 

requests for vehicle replacement. All the requested vehicles met the 

age, mileage, or hour-based criteria for replacement.

• Our existing fleet has an estimated total value of $49M.

• Prior to 2018, acquisitions were exceeding depreciation/department 

charges. To address this and cost escalation, in 2026 $1.1M was 

added to the fund along with a 10% departmental charge for fully 

depreciated equipment. Interest is trending in a positive direction.

• Fire ladder and pumper truck replacement at $1.2-$2M without 

borrowing is a goal.

Year Requested for 
New/Replacement

Included in the Recommended 
Budget

2026 $5.9M $4.8M

2027 $9.6M $6.3M

http://www.rochestermn.gov/
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Factors Influencing the 
Budget and CC Budget 
Priorities

April

Baseline Budget, 
CIP, and Audit

June

City Administrator's 
Recommended Budget

August and September

City Council 
Approves Preliminary 
Levy

September 22

Equipment Revolving: Fund Health and Challenges

http://www.rochestermn.gov/
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Priorities
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Baseline Budget, 
CIP, and Audit

June

City Administrator's 
Recommended Budget

August and September

City Council 
Approves Preliminary 
Levy

September 22

Budget Hearing 
and Budget 
Adoption

December

Equipment Revolving and Electric Vehicles: 

Fund Health and Challenges
• The fund has been challenged with insufficient depreciation compared to significant escalation in 

replacement costs. Below are some examples

Vehicle Depreciation and Estimated 

Trade In Value

Estimated 

Replacement Costs

Police- Ford Interceptor $59,782 $92,750

Community Development- Chevy Equinox $27,794 $39,763

Public Works- Tandem Plow Truck $216,378 $404,788

Parks- Toro Groundmaster $112,185 $168,000

http://www.rochestermn.gov/
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Levy

September 22

Budget Hearing 
and Budget 
Adoption

December

Equipment Revolving and Electric Vehicles: 

Charging Infrastructure

Charging infrastructure in buildings is lacking and a cost challenge not reflected 

in the life cycle costing when comparing EV to conventional vehicles. We have 

pursued grants in this space unsuccessfully.

The previous EV Fleet Study recommends:

• Charging Infrastructure: Level 2 chargers are recommended at City Hall, 

RPU, WRP, North Police Station, and the Transit Operations Center.

• Fleet Replacement: Prioritize EV purchases for upcoming replacement 

cycles. Current analysis supports EV adoption in at least 10 vehicles 

across Fire, Safety & Inspections, RPU, and Public Works/Administration.

• Summaries of the previous studies are included in the Study Session 
Packet.

http://www.rochestermn.gov/
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Budget Hearing 
and Budget 
Adoption

December

Equipment Revolving and Electric Vehicles: 

Charging Infrastructure
• The new Maintenance Service Center under construction has 10 level two EV 

chargers inside the building and eight available for the public.

• City Hall can support four additional chargers with the infrastructure we installed last 

month for the Parks EV, however they would be load limited so we couldn’t fully 

utilize five chargers at full capacity without upgrading our electrical service. As it is 

today, adding four ChargePoint chargers would run about $55k to procure and 

install.

• DSIC likely has our highest EV fleet potential for inspectors vehicles and certain 

Public Works fleet vehicles.  A study is likely required to better understand the costs 

to create charging infrastructure.  Upgrading the electrical service will be needed to 

go beyond the current 6 load limited dispensers that we have in place. Charging 

infrastructure for 44 fleet vehicles in PW and Community Development would 

likely be $1.5M-$2M.

• Assessments per building are estimated at $10,000-$15,000.

http://www.rochestermn.gov/
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Equipment Revolving and Electric Vehicles: 

Existing Fleet and Replacement

• The City currently has 14 electric vehicles and six hybrid vehicles. Transit has four 

Blazers; Community Development has two Chevy Equinox's; Public Works has 

one Chevy Equinox, one Chevy Silverado, and one Ford Lightning. Parks has one Ford 
Lightning; and Flood Control has Three Ford Lightnings.

• The City currently has four – 60’ electric buses that are in revenue service, one – 60’ 

electric bus delivered for Link Rapid Transit but not accepted yet, and 11 – 60’ electric 

buses ordered to support Link Rapid Transit. The Transit team continues to navigate the 

performance, maintenance, and replacement parts of the existing electric buses which 

is operating at less capacity than anticipated. Since 2021, the EV availability/reliability 

has been measuring around 50%.  EV is being considered for the BRT Police vehicle.

• The 2027 equipment replacement has one EV ½ Ton Pickup for Traffic Operations.

http://www.rochestermn.gov/


Budget Follow Up: 

Current Collaboration with 
RCTC and Potential 

Evolution



Questions

1. What can we do in the short term to better align 
interests and needs?

2. How can we reimagine our partnership to best 
meet community and regional needs?    



Current Collaboration
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RCTC Campus Map from Campus Facility Plan
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Sales Tax Authorized Use 1982-1998

Year Authorizations Rate Use Allocation

1982 Voter Approval 1%

1983 Legislative Approval 1% Flood Control ($16M)

• Capital Maint. Reserve

Mayo Civic Center Improvements ($16M) $32M

1989 Legislature Approval 1% Extension – Flood Control Reserves $23.9M

1990 Voter Approval 1%

1991 Legislature Denial 1%

1992 Legislature Approval ½% Library ($13M)

Fire Station ($3.5M)

City Hall ($12.2 M) $28.7M

1998 Legislature Approval ½%

1998 Voter Approval ½% Higher Education ($20M)
(4) construction of a regional recreation and sports center

and associated facilities available for both community and
student use, located at or adjacent to the Rochester 

center. 

• Baseball Field Complex ($0.5M)

• U of M Galleria ($11.3M)

• Regional Sports Facility $10.5M)

• Regional Sports Sound System 

($0.5M)

• Health Sciences Building ($1.5M)

• Stadium ($3.5M)

• Remaining ($0.2M)

Highway 52 ($10M)

Airport Improvements ($5.5M)

Water Quality ($22.5M)

Mayo Civic Center ($13.5M)

$71.5M
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Sales Tax 
Authorized 
Use 2005-
2012

Year Authorizations Rate Use Allocation 

2005 Legislature Approval Additional Higher Education ($8M) 
"(4) construction of a regional recreation and sports center and other higher education 

facilities available for both community and student use."

Roadway Improvements ($16M)

Olmsted County Roads ($16M)

$40M

2012 Legislature Approval ½%

Voter Approval ½% Economic Development – Communities ($5M)

Economic Development – RAEDI ($5M)

Higher Ed ($26.5M)

• RCTC – CTECH ($6.5M)
"4) $6,500,000 for the Rochester Community and Technical 
College/Winona State University career technical education 

and science and math facilities;"
• RCTC – Stadium II ($5M) 

• RCTC – Other Sports ($1M)
"$6,000,000 for the Rochester Community and Technical 
College regional recreation facilities at University Center 

Rochester"
• UMR ($14M)

City Transportation ($30M)

• Airport ($1.6M)

• PWOC Bus Expansion ($3.8M)

• Roads/Trails ($24.6M)

County Transportation ($17M)

Destination Medical Center ($20M)

• Comp Plan Allocation ($1.4M)

• Zoning Ordinance Allocation ($0.6M)

• Preservation Study Allocation ($0.2M)

• DMCC Cost Repay ($7.6M)

• Remaining ($10.2M)

Downtown Infrastructure ($8M)

Station #2/Regional Dispatch ($8M)

Station #2/ Regional Dispatch ($8M)

Regional Recreation/ Senior Center ($20M)

• Senior Center ($12M)

• Rec Center Impr ($8M)

$139.5M
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Dome

• Initial Agreement: Entered in 2006 with the City contributing $3.6M for construction; 

RCTC retains long-term ownership

• Facility Details: 97,177 sq. ft. facility built in 2008; support facilities added in 2015.

• Term: The agreement lasts for the life of the facility (Sec. 2) 

• Responsibilities: 

• RCTC manages all operations, staffing, and maintenance, guided by the Facility 

Use & Operations Management Committee (Sec. 4-5)

• RCTC handles all maintenance, repairs, and annual dome installation/removal 

(Sec. 6)

• Finances: Revenues and expenses are maintained in a separate Facility Operations 

& Maintenance Account for ongoing operations and replacements (Sec. 6)

• Usage: (Sec. 11-12, 14)

• Indoor season runs Nov. 1-Mar. 31

• RCTC has priority but pays rental charges

• Community use is secondary and subject to rental fees

• When not in RCTC use, the facility should be rented whenever possible to 

support recreational opportunities for the City and region



Dome



• Entered in 2000 with the City providing $10.45M toward construction 

to jointly use the facility as a regional community recreation and 
sports activity complex.  The facility is 115,220 square feet, 

constructed in 2002, and owned by RCTC.  

• The term of the agreement is for the life of the facility (section 2).

• RCTC responsible for all aspects of operation, management, staffing, 

and maintenance of the facility (section 4 and 5).

• Public shall have priority rental from Monday-Friday from 5 p.m. to 

close and Saturday and Sunday from 8 a.m. to close  (section 6).

• RCTC shall have priority use of the offices, weight rooms, 

classrooms, and locker facilities.  RCTC of the facility from 7 a.m. to 
5 p.m. Monday-Friday.  RCTC shall have priority use of the 

performance gymnasium, classrooms, and wrestling room for college 
purposes (section 8).

Regional Sports Center (Field House)



Sample Schedule
SLIDE 8

• Opportunity: Can RCTC baseball and softball use be 

prioritized for the dome, freeing up the Field House for 

earlier community programming?

• Opportunity: Can we enhance the Field House 

programming from 8-2 for daytime use including enhanced 

walking, indoor pickleball, or related activities?

Regional Sports Center Dome



Regional Sports Center (Field House) 



Fuad Mansour

• 13 rectangle fields over about 40 acres.

• City developed the improvements on RCTC 

owned property

• City operates and maintains with RCTC 
priority use M-F from 8 a.m. to 6 p.m., one 

rectangle field on Saturday, and one 

rectangle field two evenings per week.

• Agreement continues indefinitely but can be 
terminated with 365 days notice.    

Outdoor Athletic Fields

Rochester Youth Fastpitch and 

Baseball

• 12 softball/baseball fields.

• City developed the improvements on 

RCTC owned property.

• City operates and maintains with RCTC 
priority use of two fields Mon-Sat during 

its baseball and softball seasons.  

Nonpriority use as agreed upon.  

• Agreement continues indefinitely but 
can be terminated with 365 days notice.  



Investment Needs



Investment Priorities: RCTC Proposed Campus Projects
SLIDE 8



Investment Priorities: RCTC Higher 

Education Asset Preservation Requests
HEAPR Context

• Current RCTC Campus 

HEAPR Project Needs 

are $24,274,000.  

• Current MNSCU 10 Year 

Capital Needs: $2.9B



Pressures of Long Term Ownership
Cost Drivers

• RSC 20-year cost 
of ownership 

$46M*

• 20 years utility 

costs for the RSC 
estimated at $6M 

+/- with 4% 

escalation

• 5 Year Dome 
needs are $3.1M.  

Annual utility 

costs $194,000 
+/-

• 20 Year Parking 

lot snow removal 

estimated at 
$1.7M +/-. 

20 YEAR 

OWNERSHIP 

COST*:

$10M 

20 YEAR 

OWNERSHIP 

COST*:

$46M

20 YEAR  UTILITY 

COSTS : $6M  

* 20-year ownership cost reflects 2% of value, a standard established by the National Research Council’s Building Research Board   



Pressures of Long Term Ownership: 

Background Data



RCTC

• To be better understand through ongoing engagement and 

conversation.    

Interests and Needs

City

• Providing an exceptional resident and visitor experience.

• Ensure equitable community access and programming 

opportunities.

• Advance Economic Resilience through enhanced tourism 

and regionally significant facilities.

• Attract and retain top talent by having amenities that 

people expect.  

• Maximize community and regional benefit for past 

investments made in the Regional Sports Center, Dome, 

and existing fields.

• Leverage local sales tax investments.

• Increase weekend hotel occupancy and lodging tax.

• Minimize and manage ongoing property tax investments.

• Honoring the original intent of the investments and 

agreement associated with the Sports Center and Dome. 



What Can We Do Now to Enhance our Existing 

Partnership And to Plan for the Future

• Evaluate options to optimize the existing agreement

• Reprioritize use

  *Daytime Field House Use

  *Sustaining Bubble for Baseball and Softball

 *Priority scheduling for Rochester MSA

• More marketing of existing resources

• Develop an MOU to memorialize short term realignment 

and process for Reimagining our Partnership Long Term 

Enhancing and Reimagining our Partnership

Reimagining our Partnership Long Term

• ?



Budget Follow Up: 

Outside Agencies SMIF 
Request



2026 & 2027 Community Reinvestment Funding And 

Economic Development Recommendations

201 4th Street SE, Rochester, MN 55904 www.rochestermn.gov

Agency name

2026-2027 

Funding 

Requested

2025 

Funding

Increase 

from 2025 

Funding to 

2026 Rec

2026 Rec

(5%)

Increase 

from 2026 

Rec to 2027 

Rec

2027 Rec

(3%)

High End 

(2026 or 

2027)

Notes for "high end"

125 Live $114,610 $110,160 +$4,450 $114,610 +$2,292 $116,902 $114,610

Funding is set by the operating agreement, 

with an additional $10,500 allocated

Annually for event parking

Community Building Fund $50,000 $50,000 $50,000 $50,000 $100,000
Could increase funding to enhance the 

small grant program

History Center $47,500 $37,500 +$10,000 $47,500 $47,500 $47,500

Human Rights 

Commission
$12,500 $5,400 $5,400 $5,400 $6,000   Could fund at 2019 level

RAEDI $97,000 $75,000 $75,000 $75,000 $97,000   Would provide more operating dollars

RNeighbors $120,000 $92,015 +$17,985 $110,000 +$10,000 $120,000 $120,000
2027 funding increase requires stability

In budget and budget planning

Rochester Art Center $192,780 $178,500 +$6,500 $185,000 +$2,000 $187,000 $192,780 Would provide more operating dollars

Rochester Civic Theatre $125,000 $100,000 +$15,000 $115,000 +$10,000 $125,000 $125,000

Increase would support their programming 

and work in hosting 25+ nonprofits & 

community organizations

Rochester Downtown 

Alliance
$250,000 $125,000 $125,000 $125,000 $155,000

Could fund a pilot marketing program

For an additional $30,000

RochesterFest $35,000 $24,905 +5,095 $30,000 +1,500 $31,500 $35,000 Could fund entire requested increase

SBDC $50,000 $15,000 $15,000 $15,000 $15,000

SMIF $15,000 $15,000 -$15,000 $0 $0 $0

Youth Council $10,000 $10,000 $10,000 $10,000 $10,000

Total: $1,119,390 $838,480 +$44,030 $882,510 +$25,792 $908,302 $1,017,890 High End Adds $179,410 (21% increase)

http://www.rochestermn.gov/


2026 & 2027 Community Reinvestment Funding And 

Economic Development Recommendations
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