
April 13, 2026

Factors Influencing the 
2027 Supplemental Budget



Policy 
Considerations

•Is the 2027 Supplemental 
Budget and levy request in 
alignment with the City 
Council's priorities?

•Are there any specific issues 
the Council would like 
evaluated as part of the 
supplemental budget process?
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2027 Supplemental 
Budget Timeline

City Team Completing 
Supplemental Budget 
Requests and Internal 

Review

March-May

Factors Influencing 
the Budget

April 13

Review of 2025 Audit, 
Budget Update, 

and Fee Schedule
July 13

City Administrator's 
Recommended 

Supplemental Budget
August 24th and 
September 14th

City Council 
Approves Preliminary 

Levy

September 21

Budget Hearing and 
Budget Adoption

December 7



FOCUSES ON 
REVISIONS ONLY 

(SIGNIFICANT, 
KNOWN, OR 

CLOSE 
ESTIMATE).

SUPPLEMENTAL 
BUDGET 

REQUESTS.

NO DECISION 
PACKAGES.

SIX YEAR CIP 
NOT UPDATED

2027 
Supplemental 

Budget Process
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201 4TH STREET SE, ROCHESTER, MN 
55904

WWW.ROCHESTERMN.GOV

2027 Supplemental Budget Process

The 2027 Tax Levy is 
currently $127,035,711

which represents 
an 7.4% increase 

from 2026.

The 2027 General 
Fund budget is 

currently $142,546,035 
which represents a 

3.6% increase from 2026

The Action Plan was 
reviewed at the 

February 23rd Study 
Session. The next 

Action Plan update is 
scheduled for an August 

Study Session

2025 Audit and Annual 
Comprehensive 

Financial Report will be 
presented to City 

Council at a July Study 
Session
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City of Rochester 2027 Projected 
Supplemental Budget, 

Inclusive of RPU
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• Total Budget: $742.4M

• Operations: $411.7M

• Capital Improvement: $284M

• Debt Service: $46.7M
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2027 Estimated Fund Reliance on Tax-levy



Economic Indicator-Employment
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Economic 
Indicator-Building 
Permit Valuations

• 2025 permit valuation totals were up 50.1% from 2024

• 2025 total permits were up 56.3% from 2024
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Economic Indicator-Net Lodging Tax
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Economic Indicator-Net Sales Tax
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Economic Indicator- Airport Passengers



• Valuation drives how local levies are allocated and does not 
automatically translate into property tax increases.

• Local levy decisions determine each property’s final property tax 
amount.

• Taxes can shift among property classes, which will likely happen 
in the next few years.

2026 Property Valuation Growth: 
Preliminary Assessment Payable 2027

New Construction 1.04%
Valuation Adjustment 3.27%
Total Growth in EMV 4.31% Preliminary 

Estimated 
Market 
Valuation
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Homes 
Average Sold 
Price - 2025
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Homes 
Median Sold 
Price - 2025
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Inflation



Holistic Budget 
Stability Fund Support

This is one-time funding that moderates
levy increases allowing us to catch up
from a:

• 0% levy in 2021

• $721,000 in 2021 reserve utilization

This reestablished essential 
expenditures that were part of $3.5 
million in unsustainable expenditure 
reductions while easing the levy impact.  

2026 was the final year of stabilization.

.

2022 - $1,467,446

2023 - $2,368,028

2024 - $1,427,500

2025 - $ 713,750

2026 - $ 285,500

2027 - $ 0

Budget Stability Funding



Long-Range Financial 
Management Plan
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• Percent increases through 2026 include the use of

holistic budget stability funds and would be higher if not

for those funds.

• The projected levy amounts reflect annual contingency for

items difficult to anticipate in the forecast.

• Assumes Regular Personnel Costs (total compensation)

require +/- 5.50% levy adjustment from 2026-2029

• The reduction in 2028 partially reflects a reduction in

debt service costs.

• 2026 reflects the addition of debt service for the Parks

Maintenance Facility.

• Last's years long range plan contemplated 2026 

increase of 10.68% levy increase – reducing to 5.9% 

used most capacity across levy funded departments to 

not impact service levels.



LONG RANGE FINANCIAL 
MANAGEMENT PLAN BUDGET



Property Taxes & Local Government Aid (LGA) Per 
Capita Levy and LGA 
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Local Government Aid has not 
kept up with growth in the City 
of Rochester causing property 
taxes to make up the 
difference for providing 
essential services for 
Rochester residents and 
businesses.
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Additional Impacts to be Considered – Credit Cards

• 2025 actuals of $640,751 with 2027 budget at $222,381
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Additional Impacts to be Considered – Credit Cards

City Policy Considerations:

• Consider implementing a convenience fee on Credit Card – similar to RPU’s?  
• State law constraints: cap on fees, types of fees, & required disclosures.
• Policy considerations: to accept credit cards and how fees are passed along. 

•Credit card caps
•Restrict multipal transactions

• Contractual limitations: review current merchant agreements with City.
• Fee structure decisions: percent-based, flat fee, hybrid.
• No-fee alternatives: ACH/bank transfer, cash, check, etc. 
• Administrative and operational impacts: team training, system configuration, service impacts, cost-

recovery, and how issues are addressed. 
• Consistency across departments to prevent confusing user experience. 
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RPU - Card & Digital Wallet Payment 
Convenience Fees (approved 10-28-2025)

• 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.
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Additional Impacts to be Considered - Golf
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Council Direction – January 9, 2023

$500K annual net revenue target

$400K CIP | $100K Operations 

Funded 50% tax levy / 50% user fees

Municipal Golf Performance 

• User fee revenue increased from $1.35M (2020) to $2.27M 
(2025)

• Expenses exceeded projections due to inflation and 
increased staffing to meet demand (maintenance and 
customer service)

• Weather impact: ~$8,000 revenue loss per rain day. Some 
courses require additional recovery days

2027 Anticipated - $200,000 contributed to CIP, $150,000 
tax levy towards operations
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Additional Impacts to be Considered - Golf 26

Operational Adjustments in Response to Market Pressures

• Service levels adjusted to prioritize playability, with reduced standards in non-essential 
areas

• Seasonal staffing streamlined to focus on safety and essential services

• 2027 seasonal staff adjustments offset by projected revenue
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Additional Impacts to be Considered

• Labor Costs and Health Insurance- We have a majority of Labor Contracts 
finalized in 2027 with a General Wage Adjustment of 3%. The General Wage 
Adjustment is applied to Mayor and Council salaries beginning in 2027. We 
are in the process of bidding out our health insurance and evaluating plan 
design.  This includes cost saving options.

• Debt Issuance- We have no tax levy supported debt issuance planned for 
2027.  However, we continue to evaluate options for funding Fire Station 
6. Site finalization, capital costs, and operational expenses still require further 
evaluation.   
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Additional Impacts to be Considered

• Fuel- We are seeing increased gas and diesel prices and are currently 
budgeted at a 3% increase for both.

• Natural Gas- Due to international conflicts, significant disruption is occurring in 
the natural gas market. This has the potential to create upward pressure on 
wholesale electricity and power generation costs. By extension, this could 
have implications for the power cost adjustment on utility bills and utility 
expenses for city operations.

• Water Infrastructure- Water trunk oversizing costs and new pressure zone in 
NW 
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Additional Impacts to be Considered

• Air Service Needs- We continue to evaluate options to enhance commercial 
passenger service and to create a positive user experience at the Airport.

• Outside Agencies- We are not anticipating a request process this year and 
the approved 2027 Budget has existing allocations at levels projected in the 
two-year budget.

• 2027 Decision Packages- A number of 2027 Decision Packages were 
built into the 2027 Budget. Several requests were not funded.
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2027 DECISION PACKAGES- TAX LEVY VS NON TAX-LEVY
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NOTABLE SUPPLEMENTAL BUDGET REQUEST SUMMARY

• Reallocating the 2027 Decision Package for two police officers supporting 
community services to one officer and one social worker.  This is a net savings.

• Funding to relocate Public Music to create a meeting space for Boards, 
Commissions, and City Council as well as council office space closer to the 
Council Chambers.  This is estimated at $688,040.

• Funding to support the public safety training facilities.
• Revised Golf revenue to align with 2023-2025 actuals generating additional 

$193k in revenue.
• Consider implementing a convenience fee on Credit Card usage like RPU’s 

plan?  Alternatively, increase levy to offset actual.
• Proposal from Attorney’s office to reclass current limited term Attorney II into a 

full FTE position.
• BFU permit revenue funded activity reconciliation
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2027 FEE SCHEDULE

• 32 fees removed, mostly on Circus licenses, Parks bleacher rental and Music 
equipment rental.

• 7 added in Community Development building division, some of which were transferred 
from their Housing Code Update.

• Public Works fees continue to be based on the 5-year rolling average of ENR 
construction cost index.

• Wastewater fees continue to be based on the approved 2022-2027 resolution’s fee 
table.

• Grading Plan related fees moved from Community Development to Public Works.

• Fire Implemented a fee structure for non-emergent, non-mission critical services based 
on most current FEMA equipment rates plus salary and benefits for personnel.



Policy 
Considerations

•Is the 2027 Supplemental 
Budget and levy request in 
alignment with the City 
Council's priorities?

•Are there any specific issues 
the Council would like 
evaluated as part of the 
supplemental budget process?
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Discussion


