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Budget Phase Date
Link to 

Presentation
Focus

1: Preparation
04/11/2022

Study Session

04/11/2022 

Presentation Factors Influencing the 2023 Supplemental Budget (Complete)

3: Development
06/27/2022 

Study Session
Coming Soon 2021 Year-end Audit Presentation (Complete)

3: Development
07/18/2022

Study Session
Coming Soon

City Administrator's 2023 Recommended Supplemental Budget Preview 

(Complete)

4: Recommendation
08/22/2022

Study Session
We are Here

Review of City Administrator's Recommended 2023 Operating Budget and

2023-2027 Capital Improvement Plan Budget

4: Recommendation
9/7/2022 Study 

Session

2023 Recommended Supplemental Budget (Operating and Capital 

Improvement Plan)

4: Recommendation 09/19/2022
Approve Preliminary 2023 Recommended Supplemental Budget and Set 

Preliminary Levy

4: Recommendation 11/2/2022
2023 Recommended Supplemental Budget (Operating and 
Capital Improvement Plan)

4: Recommendation TBD Check-in on Action Plan

5: Adoption 12/5/2022 Review of final 2023 Recommended Supplemental Budget & CIP

Link to 2022-2023 Budget Documents

SCHEDULING
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https://www.rochestermn.gov/home/showpublisheddocument/35884/637908876063830000
https://www.rochestermn.gov/government/departments/finance-information-technology/reports/current-budget-summary-cip/2022-2023-budget-summary


• Today – Initial review of the 2023 recommended supplemental budget 

details (operating and capital) and review of RPU’s preliminary budget.

• 9/7/2022 – Second review of the 2023 recommended 

supplemental budget, if necessary.

• 9/19/2022 – Approve the preliminary 2023 recommended 

supplemental budget and set the preliminary levy.

• 11/2/2022 – Final review of the 2023 recommended supplemental budget 

(operating and capital and review of RPU’s final budget. 

• 12/5/2022 – Adoption of 2023 tax levy & the 2023 supplemental budget 

(operating and capital).

SCHEDULING DETAILS
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1. Are there any remaining questions or feedback on the recommended 

2023 preliminary tax levy?

2. Are there any remaining questions or feedback on the 

2023 Recommended Supplemental Operating Budget?

3. Are there any questions or feedback on the recommended 

2023-2027 Recommended Supplemental Capital 

Improvement Plan Budget?

4. Does City Council have questions or feedback on preliminary Rochester 

Public Utilities budget information?

POLICY CONSIDERATIONS
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201 4TH STREET SE, ROCHESTER, MN 

55904
WWW.ROCHESTERMN.GOV

2023 SUPPLEMENTAL BUDGET

The 2023 taxy levy 

budget is currently 

$92,772,574 which 

represents a 6.85% 
increase from 2022 

The 2023 general fund 

budget is currently 

$105,497,970 which 

represents 4.22% 
increase from 2022

Q2 action plan data 

is being collected; 

update to city council 
at a Q4 study session

2021 audit and annual 

comprehensive 

financial report 

presented to city 

council at 6/27 
study session
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201 4TH STREET SE, ROCHESTER, MN 
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WWW.ROCHESTERMN.GOV

All Funds Combined

• 6.85% tax levy increase 

• 2.5% general rate increase for 

electric and 5% general rate

increase for water

• No parking ramp or transit rate 

increases

• In year two, supplemental 

budget year, of our first 

two-year budget process

$588.3 MILLION BUDGET
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201 4TH STREET SE, ROCHESTER, MN 

55904
WWW.ROCHESTERMN.GOV

2023 MAJOR 

REVENUES
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201 4TH STREET SE, ROCHESTER, MN 

55904
WWW.ROCHESTERMN.GOV

WHERE DOES THE

MONEY COME FROM?
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• All percent increases include the use of holistic budget 

stability funds and would be higher if not for those 

funds.

• 2024-2027 provides minimal capacity for new 

positions, programming or potential decision 

packages.

• Future tax levy will be impacted by the final decisions 

related to the downtown buildings energy transition 

project.

• General inflation is not included in the calculations 

(2024-2025).

• The 2023 anticipated Levy includes an inflationary 

adjustment to fuel, utilities, and is adjusted for finalized 

labor contracts.

• The 2023 Levy change is reduced from the April 

presentation (7%) after accounting for all the 

supplemental adjustments.

• The 2022-2025 Levy relies on $6.2 M of Rescue Plan 

dollars. 2023 reduces the Levy needed by $2.37M. 

LONG-RANGE FINANCIAL 

MANAGEMENT PLAN
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PRELIMINARY ESTIMATED MARKET VALUATION (EMV)

• 2022 Property Valuation Growth: Preliminary estimates:

New Construction 2.2%

Valuation Adjustment 13.5%

Total Growth In EMV 15.7%

• Valuation drives how local levies are allocated and do not automatically 

translate into property tax increases.

• Local levy decisions determine each properties final property tax amount.

• Taxes can shift among property classes, which will likely happen in the 

next few years.
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2023 TOTAL EXPENDITURES AND TAX LEVY SUPPORT
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2023 PROPERTY 

TAX DISTRIBUTION
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FUND RELIANCE ON TAX LEVY
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2023 General Fund expenses are $4.3 million more than 2022

WHERE DOES THE MONEY GO?

Public Safety

57.0%

General

Govt

17.4%

Public 

Works 

16.5%

Other

9.1%
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2023 PRELIMINARY 

SUPPLEMENTAL BUDGET
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UNALLOCATED CONTINGENCY FUNDS

(APPROX. $400,000)

Recommended Use of Unallocated Contingency:

Continued Operational Adjustments (Return from 2020)

• Community Reinvestment (Outside Agencies & Community Funding) - $50,000

• HR Generalist – DEI Recruitment & Retention - $75,000

Unallocated Remaining for Inflation and Preparation for 2024 - $279,243

• Other one-time investments could be identified
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HOLISTIC BUDGET STABILITY FUND

SLIDE 19

Total available funds $22,435,537 Total available funds received through one-time federal funding acts in 

light of the pandemic.

Funds previously approved 

by City Council for 

programming

$7,225,337 Funds approved by City Council for programming on items related to 

support for people, support for innovation, reopening and resiliency, 

facility investment for fiscal sustainability, and others.

Revenue impact mitigation 

funds available

$7,423,000 $6,200,000 is currently programmed into the budget years 2022 through 

2026 to help minimize the impact to tax levy increases. 

Funds remaining for 

allocation

$7,787,200 Could be used toward items such as the downtown buildings energy 

transition, facilities reinvestment fund, insurance funds (health & 

workers compensation), others. 



DOWNTOWN BUILDINGS ENERGY TRANSITION –

FUNDING OPTIONS

SLIDE 20

Financing Option Opportunities Limitations

Debt Issuance

• $15.6 million debt issuance required

• $1.36 million annual debt service

• Finance over 20 years

• 1.47% tax levy increase

• $15.6 million project cost is approximate 

with bidding to be finalized in November.

1. Preserves cash & allows Holistic Budget 

Stability Funds to be invested in one-time 

capital needs, partnership development, 

or addressing other pressing needs such 

as the increasing liabilities in our 

insurance funds (health & worker’s 

compensation)

2. Easier to finance a larger capital project 

consistent with its useful life than to 

finance the other needs in item 1 above.

1. Increases the projected 2023 

tax levy % Change to over 8%.

2. The future % change 

would remain similar to current 

projections with new base, 

however the average 6% levy 

change trend provides little 

capacity for significant new 

spending initiatives

Debt Issuance & Holistic Budget Stability 

Funding

• $8.6 million debt issuance required & $7 

million Holistic Budget Stability Funds 

investment

• Annual debt service of approximately 

$750,000

• 0.81% tax levy increase

• $15.6 million project cost is approximate 

with bidding to be finalized in November

1. Reduces the amount of additional levy.

2. Invests one-time Holistic Budget Stability 

Funding in a one-TIME. purpose.

1. Limits flexibility for more 

targeted & strategic investments 

that may not be able to be 

financed.



AXON AGREEMENT

• The Council previously approved $62,800 in Holistic Budget Stability funding for 

the investments in Police records management.

• Subsequently we received additional Federal funding to further support this work.

• The Police Chief will provide an update at the Council's September 7th Budget 

focused Study Session.
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2023

• Final near-term aquatics strategy

o Supplemental budget anticipates operating one pool in 2023

• Financing of downtown heating and cooling

• Outside Agencies

o Specific agency funding recommendation - September 7

o Possibility that OAOC recommended funding levels exceed the 

Supplemental Recommended Budget

2024/25 Forecasted Policy/Funding Issues

• Enterprise & RPU PILOTs

• Worker's Compensation fund impacts

• Health Insurance fund impacts

ITEMS STILL BEING EVALUATED OR OPEN
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2023 2025 2026 20272024

CAPITAL IMPROVEMENT PLAN SUMMARY 
(INCLUDES RPU CONTRIBUTION TO OTHER PROJECTS, NOT RPU INITIATED PROJECTS)
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186 Projects $202.6 Million 
Total Investment

23 Categories

2023 CIP PROJECTS AS REVISED (INCLUDING RPU)
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261 Projects $682.9 Million 
Total Investment

23 Categories

2023-2027 CIP PROJECTS (INCLUDING RPU)

SLIDE 25



• No changes to total tax levy ask in any year.

• There is a known $50,000 decrease in state 

funding to a parks project that will be reflected at 

the time the CIP budget is presented for adoption.

• There is a known $150,000 decrease in the use of 

project reserves that will not be necessary for an IT 

project in the Administrative CIP category that will 

be reflected at the time the CIP budget is 

presented for adoption.

• Revisions to Parks CIP to reflect changes per the 

Resolution "Authorizing a Budget Amendment to 

Parks and Recreation Capital Improvement Plan" 

adopted by City Council on February 23, 2022.

2023 SUPPLEMENTAL 

CIP HIGHLIGHTS
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2023 SUPPLEMENTAL 

CIP HIGHLIGHTS

• New projects added based on funding sources 

becoming available (federal funds and grants).

• Downtown Buildings Energy Transition (formally 

District Energy) has been modified in scope and 

cost to reflect City Council's decision at 

the June 20, 2022 meeting. Final funding 

decision will increase 2024 and beyond tax levy.

• Adjusted for known or expected cost revisions.

• We are currently working with the DMC team 

to review and revise the DMC CIP.
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DEBT SERVICE SUMMARY
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Issue-ID Category Name of Issue

Adjusted Issue 

Amount

Final 

Maturity

2023 Debt 

Service 

Payment(s) NOTES

2020C 1 Tax Supported

General Obligation Refunding Bonds, Current Ref 

2010A (BABs Direct Pay) 16,460,000.00   02/01/36 1,329,381.26 Funded the Public Works and Transit Operations Center

2018A 1 Tax Supported

General Obligation Equipment Certificates of 

Indebtedness 2,225,000.00      02/01/28 310,909.46     Used for purchase of 2 fire trucks.

2020A 1 Tax Supported

Rochester Economic Developnent Authority, Lease 

Revenue Bonds (DSIC) 20,300,000.00   02/01/40 1,325,775.00 

Development Services & Infrastructure Center remodel and 

North Station new building construction.

2009A 2 TIF

Taxable General Obligation Tax Increment Revenue 

Bonds 4,030,000.00      02/01/25 395,027.50     Bio Science Buidling Partial Funding

2017B 2 TIF

General Obligation Tax Increment Revenue Bonds

(Parking Ramp Project) 21,265,000.00   02/01/38 1,453,131.26 Parking Ramp #6

2015A 3 Non-Tax Supported General Obligation Lodging Tax Revenue Bonds 42,795,000.00   02/01/35 3,044,012.50 Mayo Civic Center Expansion 

2015C 3 Non-Tax Supported

General Obligation Sales Tax Revenue Bonds (Variable 

Rate) 40,880,000.00   02/01/25 2,984,568.00 Cash Flow funding of 2013 Sales Tax Projects

2012A 3 Non-Tax Supported

General Obligation Waste Water Revenue Refunding 

Bonds, Crossover Refunding of 2004A 36,205,000.00   02/01/26 -                     Waste Water Treatment Plant facility funding

2015B 3 Non-Tax Supported

General Obligation Waste Water Revenue Refunding 

Bonds, Crossover Refunding of 2007A 19,805,000.00   12/01/26 2,536,750.00 Sewer Mains to Facility

2020B 3 Non-Tax Supported

Taxable GO Waste Water Revenue Refunding Bonds, 

Crossover Refunding 2012A Bonds 23,380,000.00   02/01/26 6,746,600.00 Sewer Laterals to subdivision developments

2007 3 Non-Tax Supported

Rochester Economic Developnent Authority, Lease 

Revenue Bonds 8,424,000.00      02/01/33 549,192.00     Bio Science Buidling Partial Funding - Mayo Portion

2008 3 Non-Tax Supported

Rochester Economic Developnent Authority, Lease 

Revenue Bonds 5,700,000.00      02/01/33 372,785.40     Bio Science Building Partial Funding - Mayo Portion II

8172021 4 Loan Park Lease 2021 Amortization 1,447,686.00      01/15/31 177,310.00     Ball Field Lighting - McQuillan et. al.



DEBT SERVICE SUMMARY CONTINUED
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ROCHESTER 

PUBLIC UTILITY 

BUDGET

Policy Consideration #4: 

Does City Council have any questions 

or feedback on preliminary 

Rochester Public Utilities 

budget information?
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• 5.0% general rate increase (reduced from 6.5% Preliminary Budget)

Cost impact to the average customer is $0.72 per month

• 1.0% Customer Growth

• 3.0% Consumption (CCF) Increase

• 2023 Capital Investment $ 6,548,000

• 2023 – 2027 Capital – Water Meter Replacement  $6,000,000

• 2023 In Lieu of Tax Increase $69,000 (Increased CCF and CPI Adjustment)

(IN THOUSANDS $) 2022 ADOPTED 2023 RECOMMENDED DIFFERENCE

REVENUE $14,002 $15,364 $1,362

WATER SUPPLY COST $ 1,847 $ 2,023 $ 176

GROSS MARGIN $12,155 $13,342 $  1,186

ENTERPRISE FUND – RPU WATER UTILITY
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• 2.5% general rate increase

• Cost impact to the average customer is $ 2.27 per month

• Customers may be impacted by Wholesale price changes through the Power Cost Adjustment

• 1.3% Customer Growth

• 1.0% Consumption Growth

• 2022 and 2023 Revenue includes Private Funds of $14,204K and $17,200K respectively

• 2023 Capital Investments of $ 43,547,000

• 2023 Borrowing $13,600,000 – Automated Metering Infrastructure Project

• 2023 In Lieu of Tax Increase $ 597,000 (Increase KWH & CPI adjustment)

(IN THOUSANDS $) 2022 ADOPTED 2023 RECOMMENDED DIFFERENCE

REVENUE​ $ 188,519​ $ 191,390​ $ 2,871​

COST OF POWER​ ($ 95,001)​ ($ 95,963)​ ($ 962)​

GROSS MARGIN​ $ 93,518​ $ 95,427​ $ 1,909​

ENTERPRISE FUND – RPU ELECTRIC UTILITY
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1. Are there any remaining questions or feedback on the recommended 

2023 preliminary tax levy?
• Downtown Buildings Energy Transition Funding Strategy?

2. Are there any remaining questions or feedback on the 

2023 Recommended Supplemental Operating Budget?
• Unallocated Contingency or Open Items?

3. Are there any questions or feedback on the recommended 

2023-2027 Recommended Supplemental Capital 

Improvement Plan Budget?

4. Does City Council have questions or feedback on preliminary Rochester 

Public Utilities budget information?

POLICY CONSIDERATIONS
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DISCUSSION
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SUPPLEMENTAL 

INFORMATION 

PREVIOUSLY COVERED 

IN PRIOR MEETINGS

(Provided for context)

SLIDE 35



2023 SUPPLEMENTAL BUDGET PROCESS

FOCUSES ON REVISIONS 
ONLY (SIGNIFICANT, 
KNOWN, OR CLOSE 

ESTIMATE).

NO BASELINE BUDGET 
REQUESTS.

NO DECISION 
PACKAGES.

SIX YEAR CIP NOT 
REQUIRED TO BE 

SUBMITTED; REVISIONS 
ONLY.
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Local Government Aid (LGA) decreased due to proposed 
formula adjustments & funding increases that were NOT 
approved by state legislature.

No state bonding bill.

Inflation increases.

Costs for resources required to provide services such as 
gasoline, diesel fuel and natural gas have increased 
significantly during 2022 & could carry over into 2023.

These items require a shift in budget amounts and use of 
funding sources (tax levy, budget stability funds, 
contingency, etc.).

SIGNIFICANT 2023 SUPPLEMENTAL BUDGET IMPACTS
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*2022 Certified LGA includes supplemental city aid

**2023 LGA has officially been certified by the Minnesota Department of Revenue

LOCAL GOVERNMENT AID UNCERTAINTY

2022 Certified LGA 

$6,372,634

2023 Anticipated 

Biannual LGA

$5,172,944

2023 Certified LGA 

$3,958,994
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Budget Stability Funding ($6.2M)

• 2022 - $1,467,446

• 2023 - $2,368,028

• 2024 - $1,427,500

• 2025 - $ 713,750

• 2026 - $ 285,500

• 2027 - $ 0

SIX YEAR FORECAST –
HOLISTIC BUDGET STABILITY FUND SUPPORT

This is one-time funding moderating 

levy increases allowing us to catch up 

from a 0% levy in 2021, $721,000 in 

reserve utilization, and reestablishing 

essential expenditures that were part 

of $3.5 Million of unsustainable 

expenditure reductions.
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• The share of city, 

county and township 

revenue from property 

taxes increased as the 

share of revenue from 

state and other sources 

decreased over the 

past 20 years.

Source: Office of the State Auditor, State of Main 

Street 2022, Local Response to Global Crisis

PERCENTAGE OF TOTAL REVENUES DERIVED FROM 

PROPERTY TAXES (HISTORIC INFORMATION FOR MN)
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• Fuel - Gas & Diesel: Total budget increase $382,859; 

Tax Levy Supported

• Utilities – Natural Gas: Total budget increase $121,413; 

Tax Levy Supported

• Salaries & Benefits: Overall budget decrease due to 

most current benefit elections and employee 

demographics

2023 SUPPLEMENTAL BUDGET –

NOTABLE EXPENDITURE REVISIONS
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• Principal Planner – Budgeted to return in 2023, recommend 

filling in November 2022 (other salary savings will cover)

• Communication and Engagement Coordinator – Included in 

5 year Trend to return in 2024. Recommend eliminating 

position and replacing with a GIS Supervisor to start in 

2023. Gap year is funded with salary and other savings 

encumbered from 2022. Visual/Spatial data is paramount to 

maximize existing tools and communication.

• Library Associate I and Library Assistant II – Recommend 

that both be classed as Librarian I's to provide the most 

flexibility in workload. 7-day staffing, collection maintenance, 

long-term planning, and programming. Cost shift absorbed with 

other changes in Library salary expenses.

• Adaptive Recreation Staffing – Reclassifying two seasonal 

positions to part time to assure consistent quality 

staffing. Possible within proposed 6.85% Levy and slight 

adjustment to program fee revenue.

2023 SUPPLEMENTAL BUDGET – NET ZERO CHANGES 

REFINEMENTS TO UNFROZEN POSITIONS AND SEASONAL STAFFING
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• General fund travel and training, 

approximately $200,000

• One Frozen position

• Recovery of base tax levy after use 

of budget stabilization (2025)

• Parking Fund

• Airport Activity

REMAINING UNRECOVERED ITEMS FROM 2021

0% TAX LEVY
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Where the service indicator is "no" it is important to note that residents in these 
cities still pay for these services, just not as part of the city budget. Instead, they 

are provided by a separate taxing entity or a private company who bills the 
residents for the services provided.

BENCHMARK CITIES – SERVICE PROFILES
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INFRASTRUCTURE 
LIABILITIES

FLOOD 
CONTROL 
SYSTEM

SIDEWALKSSTREETS

INFRASTRUCTURE LIABILITIES
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• Equipment Revolving –

Limited replacements to 

save $’s now create 

backlogs for future.

• Workers Compensation 

Fund - Trend challenges 

driving need to increase 

contribution rates.

• Facility Renewal Fund –

Projected annual need of 

$4.1 million with phased 

funding starting in 2023.

OTHER FUNDS
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