FOR BOARD ACTION

Agenda ltem # 3 Meeting Date: 11/10/09
SUBJECT:
Approval of the 2010 Electric and Water Budgets
PREPARED BY:
Sue Parker, Director of Corporate Services
ITEM DESCRIPTION:

In October, staff reviewed the preliminary 2010 electric and water budgets with the finance committee and
the Board as a whole. The board was presented with recommendations for no rate increases in the electric
or water utilities and approval of operating budgets in the amount of $142,562,000 and $7,911,000,
respectively.

The largest expenditure in the electric budget is the wholesale power purchased from the Southern
Minnesota Municipal Power Agency (SMMPA) at approximately $91 million. The budget reflects a 4.0%
increase in the wholesale power costs for 2010. Due to the proactive $9.9 million budget reductions and
financing actions taken during 2009, no electric rate increase is being proposed for 2010.

The significant current year business drivers are:

¢ Commitment to community to have no rate increase during tough economic times;
¢ Continuation of the cost reductions made during 2009 into 2010;
¢ Continue our strategic initiatives of safety, reliability and fiscal strength;

o Purchased power costs from our wholesale provider, SMMPA, continues to be a significant
operating expense at approximately $91 million or about 68% of our operating costs;

o Lack of demand in MISO market has made it cost prohibitive to sell energy from the Silver Lake
Plant this past year and RPU is projecting no wholesales from this facility in 2010;

¢ Increasing our energy conservation goals to achieve a 1.5% reduction in KWh sales;

o Continuing our participation in CAPX 2020 initiative to expand the electric transmission grid to
ensure reliable and affordable service; and

e Implementing a water conservation program that includes rate structures that incent conservation
and educational programs while being revenue neutral to the utility.

Summary financial sheets are attached reflecting the recommended operating and capital budgets.

UTILITY BOARD ACTION REQUESTED:
The Board is requested to approve and recommend that the City Council approve the 2010 RPU electric

and water budgets.

Kot Al (1/s/02
b

Genefal Manager ate
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ROCHESTER PUBLIC UTILITIES

ELECTRIC UTILITY
2010 OPERATING BUDGET
BASIC ASSUMPTIONS
o Cost center budgets maintained at reduced 2009 level
* Interest Earnings Rate: 3.0%
* Average Salary Expense Change: 2.3%
¢ Change in Full-time Equivalents: 0
* Staff Cost Savings 12 furlough days for all full time employees
Reduction in temporary/seasonal & contract employees
+« SMMPA Wholesale Power Cost: 4.0% increase
* SMMPA CROD Level: 216 MW
* Cash Reserve Requirements: Policy amount $35,000,000
RETAIL REVENUES / SALES
* Revenue Adjustment: 0% Proposed
¢ Electric KWH Sales Forecast: 1.9 % Increase over 2009 F2 Year End Projected Sales
» Total Electric Utility Customers: 2.6% Increase over Year End 2009 F2 Projected Customers
Includes addition of 1,100 customers from People's Coop
accounting for 2.2% of the increase
*» Forecast Assumes Normal Weather : 471 Cooling Degree Days

HOLESALE REVENUES / 8
*  Wholesale Revenue Forecasts

o Silver Lake Plant $2,540,394
o Cascade Creek Gas Turbines $348,511
o Steam Generation $5.381.852
Total $8.270.757 (9.4% decrease from Y/E 2009 F2 Projected Sales)
* Estimated Cost of Fuel 2010 $4.518 / mmBtu
¢ Budgeted Cost of Fuel 2009 F2 $4.949 / mmBtu
OTHER ITEMS

* In Lieu of Tax forecast increasing $158,000, driven by 1.9% increase in kilowatt-hour sales.
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n 000's

Bavenus

Retall Electric
9 Wholessle Electric
10 Wholesale Steem

11 Other Services & Fees

12 Tots! Revanue

13 Comtof Aevenue SMMPA Rate Increase
14 Power Supply

15  Generation Fuel

18 Total Cost of Revenue

17 Geoss Massin

18 Retall Electric

19 Wholesale

20 Other Services & Fees
21 TOTAL GROSS MARSIN

22 Comtrolinbie Costs

23 Sslaries & Benefits

24  Qther Operating Expenses
25  Masjor Maintenance

26 Non-Bonded Capitsl Projects
27 TOTAL CONTROLLABLE COSTS

28 Deprecistion & Amortization
29  Less Non Bonded Projects (capitalized)
30  Less Total internal Costs (capitalized)

interest Income
37 Misc Non-Opersting income (Expense)
38 Totsl Finencing & Nen-Operating ltems

40 Transfers (in Lieu of Tanes)
41 Capital Contributions

42 NET INCOME

43 1/01 Cash Balance

44  Change In Net Assets

45  Deprecistion & Amortization

48  Capital Additions/Service Territory Comp
47 Bond Principsl Paymants

48  Bond Proceeds

49 Net Change in Other Assets/iiabifities

54 Cash Balance a3 X of Reserve Policy

55 Dalit Service Coverage Retio

4
8
[} RPURate Incresse
7
8

ROGHESTER PUBLIC UTLITIES

ELECTRIC UTILITY
Management Reporting P&L
Historical Data
2008 2008 F2 2010 2011 2012 2013 204
8.0% 10% S.o% 0.0% 50% 0% 2.0%: 2.5%
$116,320 $119,169  $122,790 $128,099  $136018  $142,763 5147006  $152,550
$29,958 $19,130 $3,871 $2,889 $8800  $13449 $13,714  $13,961
$4450 $3772 $5,255 $5,382 $6,416 $7,027 $7,181 $7,338
$6045  $5391  _ $6,007 1 210 75 17
§iS6 772 Sia7A€2  S137934  _ §$Ma562  $157A45  §16S1S  S1AA5 $180,267
5% 25% 6.0% A0% 0% 20% ok 0%
$80,187  $80,116 $83,029 $91,206 $94,169 $96,879 . $93,687  $101,007
$24523 $16734 33031 $8,996 w
$100705 $96.850 _ $06060 '
$36,133  $39,053 $39,762 $36,393  $41,849  $45884 547,319  $51,543
$9.884 56,167 $6,095 45,136 $6,221 §7547 @ $7.688 $7,802
_S6085 $531 _ 96007 _ $6181 6210  $6275 $6344 56417
_$52083 $50812 351,064 229 98, |_$e3.851  $65,002
$16,809 $18,074 $18,710 $18,687  $19907  $20,834 = $21,806  $22,839
$14,106  $11,757 $10,035 $11,094  $11,055  $11,363 | $11.888 512,302
$790  $1,390 $1,611 $2,551 $3,550 $2974 | $2,750 $2,842
__$5310 S6000 94423 $4195  $5079 5468 | 95366 $9,505
_$37.015 $37,250 _$3A780 ' ‘ 1 487
$6,486 57,808 $9,918 $10,096 $10,532 $10,834 $11,112 $11,409
($5,310)  ($6,030) (54,423} ($4,196) {$5,079) {$5468) ($5,366) (59,508)
($5,903) {95,585) ($3,131) ($2012)  ($153%)  ($1,879) | ($20M4)  ($1,977)
_(s10e1) (51,203) _ ($1536) _ (§1668) (Sa70)  (51,753) @ (SL79
TN $32,30 §85607 2 SIBTA8  SALTE  SA2I53 | $43885 @ 458572
Swie swam S WA Suam SU3se  SUMS  $2020
(354 ($4771) (54039 (S4429)  ($5440)  (§5.257)  ($5064)  (S4.859)
$3.241 52626 $1,334 $1173 $1877 $1606 | $1,35 $1,335
: , 2 156 ppst
TS99 jiseen 107 $6071  faSes  $se  $ume $165M4
($8,526) ($8,391) ($8,383) ($8541)  ($8809)  ($9,008) & ($9,414)  (39,779)
$135 $3 $0 $0 %0 $0 $0 s
Snae gise s (o g Shos Serns
$ 2 $ nms $ 33316 $ 248 $ 3279 § 36315 § 39,592
A 4,924 {2470) (242) 4,442 4,404 6,773
7,808 9,918 10,096 10,532 10814 11,112 11,409
(36,490) (13,680) (1,077) {£0,939) (26,048} {21,166) (11,483)
{2.373) @,707) {3,858) (4,332) {4,557) (4,79€) {5,046}
- 6,000 - 28,760 - - -
27494 1,837 7,342 (24,274) 8871 13,726 1,351
4,033 6,291 32 (554) 3,521 3,217 3,005
$ 27,028 $ 333 $ 35,348 5 32794 $ 36315 § 39592 § 42597
SEms $ e 5 iy jawe s aem g (e (M)
102.2% 95.3% A% 95.1% 9.0% 99.1%

4.0

4.0
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ROCHESTER PUBLIC UTILITIES

5 in 000's

¢ Revenwe

7 Retait Electric

8 Wholesale Electric

9 Wholesale Stsam

10 Other Services & Fees
11 Tots! Revenue

12 Costof svenus

13 Power Supply

14 Generation Fuel
15 Total Cost of Revenue

16 Sross Marsin
17 Retall Bectric
18 Wholesale

1 Other Services & Fees
20 TOTAL GROSS MARGIN

Candealishle Cotts
22 Salaries & Benefits
2 Other Oparating Expenses
24 Major Maintenance
25 Non-Bonded Capital Projects
26 TOTAL CONTROLLABLE COSTS

2P Depreciation & Amortization

28 Less Non Bonded Projects (capitalized)
20 Less Totsl internal Costs (capitaized)
P Interutiity Alocation

31 Total Opersting Expanses

32 Nat Operating income (Loss)

33

34 Bond & imerest Relsted Expenses

35 interest income

.} Misc Nen-Operating income (Expense)

37 Total Finencing & Nen-Oparating ftems

38 Income Before Transfers or Capital Contributions

39 Trenshers (in Lieu of Taxes)
40 Capital Contributions

41 NET INCOME

42 1/01 Cash Belance

43 Chenge in Net Assets

4“4 Depreciation & Amortization

45 Cspital Additions/Service Territory Comp
48  Bond Principel Payments

4 Bond Proceeds

48 Net Change in Other Assets/Lishilities
49 Net Changes in Cash

50 12/31 Cash Balance

51 Raserve Pelicy

52 Encess {Defich} from Policy

53 Cash Belence as X of Reserve Policy

54

88

ELECTRIC UTILITY
Management Reporting P&L
Historical Dsta 2009 Vartance % |
2050 t0

2007 2008 l_m_& 2000 F2 2010  20090rig _ Varlance l
$116320  $119,169 $131,050  $122,790 $128009  (§2,950) 2.3%
$29,958 $19,130 $29,371 $3871 42,889  (526482) -90.2%
$4,450 m $6,996 $5,255 $5382  ($1,614) -23.1%
__$6045  gs391 _$5793 6007 $6,101 __6:9%
_$156772  SATA6 _ $173,209  $137,94 -17.7%

$80,187  $80,116 491,238  $83,029 ($31)
734 §3_7,3a7 $3081 -a&sx

4,708 ﬁ %
$36,133 439,053 $39,812 439,762 $36,893  ($2.919) -1.3%
$9,834 $6,167 $9,029 46,095 $5.13‘ (33.893) -43.1%
$6,045 $5,391 §§, g,ggz 6.9%
__$52,068  $50612 117%
$16809  $18,074 $19458 518,710 $18,687 {$711) -4.0%
$14,306 511,757 $10,721  $10038 $11,094 sm 35%
$790 $1,390 $2,252 $1611 $2,551 13.3%
__$5310  $60%0 _ $RA22 $4A23 JAAQL -50.2%
_$wo1s S350 408 SM78 20.0%
$6,436 $7,808 $7,071 $9,918 $10,096 $3,025 42.8%
($5,310) ($6,030) ($8,422) {54,023) {$4,196) $4,226 -50.2%
{$5,903) ($5,585) ($2,965) {53,131) (52,012 5954 -32.2%
__(s1041)  ($1,203) __ ($1536)  ($1,536) 132 8.6%
__ S §32230  Saseer $98607 747 10.7%
$w0816 $18391 $19633  $16,25 o472 (S1816)  -S518%
($3,544) (54,771) ($4,377) ($4,039) ($4,429) ($52) 1.2%
$3,241 $2,626 $1,334 $1,334 $1173 ($162) -12.1%
_$287 f§262) ($156) (5245), (8146} 10 :‘:

(3199 (§2.950) ‘
TEnm juse __SieAw  Smaw S @uae)  aax
{$8,526) ($8,391) (58,895) {$8,389) ($8,541) $354 -4.0%
$135 $3 $0 $0 $0 $0 0.0%
$12,409 $7,598 $7,588 $a.90 m m I32.0%
$ nm $ M6 $ 025 $ 3336 § S0 17.9%
7,595 7,538 4,924 (2470)  (10009)  -132.3%
7,508 701 9,918 10,096 3,025 428%
{36,490} (20,253) (13,680} (11,077) 9,176 -45.3%
(2,373) (2.502) 2,707} (3,858) {1,356) 54.2%
. 6,000 - - 0.0%
27,494 9.400 1,837 7,342 {2,089) 219%
4,033 1,254 6,291 2 1,222) 97.5%
$ zmors $ 2950 $ 33316 $ M § 486 1;-::
S w0
$ @) 8 § 76 § (N s 28.7%
102.2% 95.3%
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ROCHESTER PUBLIC UTILITIES
ELECTRIC UTH.ITY
2010 OPERATING BUDGET

GROSS MARGIN
$48,220,301

EXPENSE USES
$133,089,764
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ROCHESTER PUBLIC UTILITIES

2010 OPERATING BUDGET

BASIC ASSUMPTIONS

« Cost center budgets maintained at reduced 2009 level

* Interest Eamnings Rate:

Average Salary Expense Change:
Change in Full-time Equivalents:
Staff Cost Savings

¢ Cash Reserve Requirements:

T. S/S
* Revenue Adjustment:
¢ Water CCF Sales Forecast:
¢ Total Water Utility Customers:
* Forecast Assumes Normal Weather :

OTHER ITEMS

e Borrowed $1.5 M in August 2006, resulting in debt service payments of]

$430,000 per year through 2010.

WATER UTILITY

3.0%
-1.8%

0
12 furlough days for all
Reduction in temporary/s

Policy Amount  $2,576

(1yr Operating and Maint
in current rate study,

0.0%

ﬁII:ime employees

onal & contract employees

000
nance costs is being proposed
prox. $5.8M)

Projected Customers

2.1% Decrease from ZOOQLZ)jected Sales

0.6% Increase over Y/E 2
i
471 Cooling Degree Days|

18.73 Inches Summer Rainfall

approximately

* In Lieu of Tax forecast decreasing $7,176, driven by a projected decrease in ccf sales.

e RPU water projects are greatly dependent on the plans of the City Publi¢ Works

Department and developers.

* Developer-installed subdivision water infrastructure assets and City-imq}

lted water towers

are contributed to RPU at no cost. RPU records depreciation expenge on these assets

and is responsible for ongoing maintenance and replacement costs.
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3

4

5  In000's

6

7 Bavenue

8 Retall Water

8 Other Services & Fees
10 Total Revenue

11 Costof Savesus

12 Water Supply

13 Total Cost of Revenue
14 Gross Masio

15 Retall Water

16 Other Services & Fees
17 TOTAL GROSS MARGIN
16 Controliabie Costs

24  Depreciation & Amortization

25 Less Non Bonded Projects (capitalized)
26 Less Total internal Costs (capitatized)
27  Interutility Allocation

28 Total Operating Expenses

29 Net Operating Income (Loss)
30 Fnanch Diher Non-Ooerat .
31 Bond & Interest Related Expenses

2 Interest income
33 Misc Non-Operating income (Expense)
34 Total Financing & Non-Operating items

35 income Before Transfers or Capitai Contributions

38 Transfers (in Ligu of Taxes)
37 Capital Contributions

38 NET INCOME

Net Change in Other Assets/Liabilitles
47  Net Changes in Cash

48 12/31 Cash Balence

49 Resarve Target

50 Excess (Deficit) from Targst

51 Cash Balence a3 % of Reserve Policy

RPL Rate increase

ROCHESTER PUBLIC UTILITIES
WATER UTILITY
Management Reporting P&L
e 2 2013 7014
2007 2008 2009F2 2010 2011
So% 00k 0% oBR  oo% 00k 0% 0%
$7,652  $7,508 $7,209 $7,122 $7,081 $7,057 $7,048 $7,049
$622 $666 $761 $790 $810 $831 $852 $874
8,274 __$8,174 8,071 $7911]  $7ee SvAse  $7800 37,924
$1561  $1.601 $1,576 $1,486 $1,517  $1543 $1,555 $1,573
_$1561  $1601  $1,576 $1,486]  $1517 G543  $1585 @ $1,573
$6,091  $5,907 $5,734 45,636 $5,565 $5,515 $5,493 $5,476
$622 3666 $761 $7%0 $810 $831 $852 $874
_$6713 96573 96AS5 $6375  $6345  $6,345 $6,350
$1,881  $1,712 $1,836 $1,786 $1,898 $1,950 $2,000 $2,085
$70s  $391 $425 $465 5478 4488 $502 $512
$167  $213 $208 $364 $414 $214 $199 sﬁ;
$1,434  $1.231 $1,429 $2,448| 51,738 $1,641 33362 $2,

M heen s mjes s
$2,094  $2,112 $2,195 $2,258 $2,333 $2,287 $2,313 $2,340
(51,945) {$2,231) ($1,429) ($2,448) ($1,733) (51,641) ($3,362) {62,242}

s0  ($3z8) ($527) $378)  (s166)  ($126) s(s.m; s«s:sz)
$1,041  $1223 $1,536 $1,668 $1,710 $1753 1,797 1,
_$5377 $5385 _ $5673 $6,163 ; $6,668 E;LS‘_
§13% 311 77y Y )
($77) {$60) ($44) (541) (542) (543) {$44) {$45)
$130 $196 $195 $158 $143 s;g sx;: s;
_(535) $1 $0 $0 _$0 ‘
$19  $136 $151 $117 $1 $100 $74 $as
_sLaes  gias  _gens $7 | (e () ()  (Sem)
($386)  ($374) {$349) (s328} {$322) {§317) ($311) ($306)
$1,285  $1,091 $1,100 $1,100 $1,100 $1,100 $1,100 $1,100
f225¢ sio0 __SL $Lim0| e e e an
$ 3884 $ 5332 § 5355 4818 8 4ys 5 481§ 31w
2,042 1,724 1,150 | 585 664 540 323
2,112 2,195 2,258 2,333 2,287 2,313 2,340
(1,557} {1,956) (2,825) {1,899) {1.767) (3,506} (2,387}
(1,091) {1,100) (1,200) (1,100} (1,400) (1,200} {1,100}
(370) (390} {410) - - - .
353 i : : i ) )
1,488 473 (927) (80) [3) {1,753) (824)
$ 5332 $ S80S $ 4885 4198 § $ 3128 $ 2304
$ 257 $ 2518 § 25765 2643 ‘: f l:!_a"; :;__L_m
$ 2795 § 3267 § $ 2185 ] 177 {say)
28.7™% m%:s 18L6%  1854% 118.0% 82.7%
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3

4

5 in 000's

6  Bavenus

7 Retall Water

8  Other Services & Fees
9 Total Revenue

10 Costof fevenue

1 Water Supply

12 Total Cost of Revenue
13 Grosa Margin

14 Retall Water

13 Other Services & Fees
16 TOTAL GROSS MARGIN

17 Controfiable Costs

18 Salaries & Benefits

19 Other Operating Expenses

20 Major Maintenance

21 Non-Sonded Capital Projects:
22 TOTAL CONTROLLABLE COSTS

23 Depreciation & Amortization

24 Less Non Banded Projects (capitalized)
25 Less Total Internal Costs (capitailzed)
26 Interutiitty Allocation

27 Totsi Opersting Expenses

28 Net Operating Income (Loss)

29

30  Bond & Interest Related Expenses

31 Interest inCome

32  Misc Non-Operating incame (Expense)
33 Total Financing & Non-Operating ftems

34 income Before Transfers or Capital Contributions

38  Transfers {in Lieu of Taxes)
38 Capital Contributions

37 NET INCOME

38 1/01 Cash Balance

3  Change in Net Assets

40 Depreciation & Amortization

41 Capitel Additions/Service Territory Comp
42  Non-Cash Contributions

43 Debt Principai Payments

44  Debt Proceeds

45  Net Change in Other Assets/Liabilities

46 Net Changes In Cash

47 12/31 Cash Balance

48 Reserve Target

49 Encess {Deficit) from Target

50 Cash Balance as % of Reserve Policy

ROCHESTER PUBLIC UTILITIES

WATER UTILITY
Management Reporting P&L
Historical Data 2009
2007 2008 ; £ 2010 morg; Varle l
$7,652  $7,508 $7,848 47,309 $2,122  ($726) 9.3%
$622 $900 $761 $790  ($10) -1.3%
$8,274 174 “Sa.648 $7511 ($736) 8.5%
$1,561  $1,601 $1,623 1,576 $1,486  (5137) -8.4%
$1,861  $1,601 _$1.623 1,576 $148  ($137) -84%
$6,091  $5,907 $6,225 ,734 $5,636  ($589) 9.5%
$622 $666 $800 $761 $790 ($10) -1.3%
__$6713 $6573 $7,028 $6425  (§399) B.5%
$1,881 $1,712 $1,863 §1,836 $1,786 {$77) -4.1%
$705 $391 $490 $425 $465 {$25) 5.2%
$167 $273 $410 $208 $364 ($46) -11.2%
$1,434 51,231 $2,451 $1,429 $2,4 {34) 0.1%
$4,187  $3,607 §5,214 $3,858 ié _(5a52) -2.9%
$2,094  $2112 $2,296 195 $2,258 (838} -1.6%
(51,948)  ($1,231) ($2451) (51,429 ($2,448) 44 -0.1%
$0  ($326) {$582) $527) {$378) ::g; -3::::
$1.041  $1,223 $1,536 36 661
§5377__ §5,388 60138 85,673 _%%_ﬁ____ 50%
Sy gim Sien (g g (@eon  wax
$77) (360} ($44) {544) {s41) $3 -1.2%
$130 $196 $195 $195 $158 $37) -19.1%
{$35) $1 $0 $0 $d o 0.0%
$19  $186 $151 $151 st $M) -22.8%
__$1,355  $1,325 $1.162 _$379  (39%6)  -80.5%
{$3s6)  ($374) ($384) $349) {$329) $55 -14.3%
$1,285  $1,01 $1,100 sr,wo $1,100 $0 0.0%
$ 3844 § 53312 $ 5 5,803 $a73 9%
2,042 1,878 1,724 1,150 (128) -38.8%
2,112 2,296 2,195 2,258 8) -1.6%
(1,857) (3,033) (1,956) {2,825) 208 -6.8%
{1,091} (1,100 {1,100} {1,200) - 0.0%
(370) (390) (390) (410) {20) 5.1%
- - - - - 0.0%
353 {(723) - - 723 -100.0%
1,488 (1,072) 473 {927) 145 -13.5%
$ 532 $ 4260 $ 53805 4878 § 618 14.5%
$ 2537 § 258 § 538 t 2576 $ 38 1.5%
$ 2,78 $ ﬂ_{i b ‘% $ 580 33.7%
8. 7%

167.8%
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ROCHESTER PUBLIC UTILITIES
WATER UTILITY
2010 OPERATING BUDGET

GROSS MARGIN
$6,425,138
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we pledge, we detiver
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menﬁnltyexugy‘pm:‘Q:

RESOLUTION

BE IT RESOLVED by the Public Utility Board of the City of Rochester, Minnesota, that the

Common Council of the said City is requested to approve the 2010 electric and water capital and
operating budgets.

Passed by the Public Utility Board of the City of Rochester, Minnesota, this 10™ day of November,
2009.

President

Secretary





