
Call To Order: 

Public Hearing Agenda 
April 21, 2026 5:00pm 

City Hall, Council Chambers 

Roll Call: Council members A.Forsman, Lahtonen, Debeltz, Roose, Campbell, Bisbee 
and Mayor Omerza 

Purpose: 
Ely City Council will hold a public hearing for discussion and to hear public comment on 
the Ely Utilities Commission's proposed rate increases on water, sanitary sewer, and 
electrical services. 

Adjourn 



Date: March 2026 

To: Ely City Council 

From: Ely Utilities Commission 

Subject: 2026 EUC Rate Recommendations 

The Budget and Rates Committee had met for the annual review of the Water, 
Sewer, and Electric enterprise funds and prepared recommendations for proposed 
rate adjustments. The EUC met on Thursday March 19, 2026 and has recommended 
the following rates be considered and adopted by the City Council. 

The intent for each enterprise fund is at a minimum to have the year-end cash 
position break-even, not including depreciation, to help assure reserves are available 
for necessary expenditures. In addition, a break-even outcome allows the EUC to 
receive the best available bond market rates when it comes time to accomplish larger 
projects requiring long-term debt service. There are large projects currently being 
developed in the water, sewer and electric departments. 

One of the strategic goals of the EUC over the past several years has been to ensure 
the operating fund balances are enough to avoid major rate increases and allow the 
EUC to plan long term in how rates are analyzed; the long term versus year-to-year. 
Overall, given the pandemic we endured during 2020 and 2021 and the high rates of 
inflation following the pandemic the enterprise fund balances have remained 
relatively consistent and only incremental adjustments are being proposed due to the 
increase in operating costs. The larger increase in the water fund was required in 
2025 to be eligible for low interest PFA loan funds. Additional details are included 
herein on how the rate increases would be applied. 

Enterprise Fund Cash Balances 

As part of the annual review of enterprise funds , a report of fund cash balances is 
provided. As shown by the trend lines depicted in the chart below, the enterprise cash 
balances have remained relatively consistent over the past five years. This is the 
result of good budget management paired with the incremental rate increases 
approved by the EUC and City Council. The steady fund cash balances are not the 
result of more usage or new users, however, starting in 2021, a decrease in the cash 
balance of the Sewer fund was due to the engineering expenses incurred for Waste 
Water Treatment Plant (WWTP) improvement project. Funds were replenished by 
grants and loans for the Mercury Reduction Project. 
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Overall, the fund cash balances remain steady to plan for future capital improvement 
projects as well as maintain a contingency fund for unanticipated expenses. The 
Sewer fund balance realized a planned decrease in 2021. A portion of the Sewer 
utility bond was paid off and engineering costs were incurred. In summary, we 
continue to try to keep our rates reasonable as well as focus on the long-term. 

Water Utility: 

Looking ahead to 2026 and beyond, labor, operating supplies and chemical product 
prices have risen due to high inflation and supply chain issues. There is a large 
capital improvements project that continues to be planned to replace the deteriorating 
water supply line from Burntside Lake. This project scope has increased due to 
additional water main in Sheridan Street also being added to the project. With the 
increases in operating costs and other capital improvements at the water treatment 
plant being planned a $1/month increase on the set charge and a $0.05 per 100 
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cubic feet usage charge is recommended. This represents a 2.8% increase for an 
average residential user or $1.26 per month. 

Water Rates: 

Fixed Fee Variable Fee Net Change 
2026 $23.50 $4.10 (per 100 cubic feet of water usage) $1.00/month +$0.05/1 00cf 
2025 $22.50 $4.05 (per 100 cubic feet of water usaQe) $6.25/month + $0.15/1 00cf 
2024 $16.25 $3.90 (per 100 cubic feet of water usaQe) No chanQe 
2023 $16.25 $3.90 (per 100 cubic feet of water usaQe) No chanQe 
2022 $16.25 $3.90 (per 100 cubic feet of water usage) $0.50 increase to fixed fee 

2026 
2025 
2024 
2023 
2022 

Sewer Utility: 

We have recently held a public hearing and submitted a facility plan amendment for 
future waste water treatment facility and infrastructure improvements to reduce inflow 
and infiltration. These projects were submitted for the project priority list of the PFA 
and we hope will be included in the intended use plan in 2027 for funding. It is 
anticipated that a large portion of this project will be eligible for grant funds. We 
currently are not planning for additional debt service in the sewer fund for this project. 

In addition, like the Water fund, looking ahead to 2026 and beyond labor, operating 
supplies and treatment product costs have risen due to high inflation and supply 
chain issues. Therefore, we recommend a $1.00 increase in the fixed fee on the set 
charge and $0.05/1 00cf on the usage charge for the Sewer rate in 2026 to ensure we 
cover the required operating, capital improvements and current debt service 
expenses. This represents a 2.27% increase for an average resident user or $1.28 
per month. 

Sewer Rates: 

Fixed Fee Variable Fee Net Change 
$21.20 $7.40 (per100 cubic feet of water usage) $1.00/month +$0.05/1 00cf 
$20.20 $7.35 (per100 cubic feet of water usaQe) $1.00/month + $0.15/1 00cf 
$19.20 $7.20 (per 100 cubic feet of water usaQe) No chanQe 
$19.20 $7.20 (per 100 cubic feet of water usaQe) No chanQe 
$19.20 $7.20 (per 100 cubic feet of water usage) $1.00 increase to fixed fee 

Electric Utility: 

In 2021 the EUC had a contract with Minnesota Power that would expire at the end of 
2024, with a 3-year lead time notice to inform Minnesota Power of the EUC's intent to 
either automatically renew or explore market options. To prepare for contractual 
decisions, in 2021 the EUC joined the Northeastern Minnesota Municipal Power 
Agency (NEMMPA) to partner with other local municipalities to collaborate and 
negotiate fair market wholesale rates across the range. A new contract with 
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2026 

2025 

2021-
2024 

Minnesota Power went into effect January 1, 2022 and runs through 2029. The new 
contract resulted in the elimination of the highly volatile fuel-adjustment charge and 
better load management opportunities. The collaborative effort with NEEMPA 
provided municipalities negotiating power that resulted in a fair purchased power rate 
for the EUC and its customers. The adjustments in this new contract resulted in rates 
being fairly stable for 2021, 2022, 2023 and 2024 with smaller incremental increases 
in costs. 

Therefore, following the increase in 2021 and completion of the contract negotiation, 
the rates have remained unchanged. In 2024 a rate study was completed by Dave 
Berg Consulting and these changes were implemented in 2025. The only change that 
is recommended to occur for 2026 is the ECA- Energy Cost Adjustment being 
changed for the current MP rate that was received in November of 2025. 

ECA- Energy Cost Adjustment 

The MP rates charged to the utility were established using 7.15 cents/kWh as the 
base energy charge. This contract went into effect on January 1, 2022. There have 
been increases in wholesale purchase power since 2022 and the costs to operate the 
utility have increased as well as capital projects and equipment replacement costs. 
To adjust for these increases on an annual basis an Energy Cost Adjustment (ECA) 
formula was recommended. This rate would be set each January following the 
projections received from MP. 

- 2026 Estimated base power cost 8.1 cents/kWh 
- Base Power Cast-

o 2026 ECA= 
7. 15 cents/kWh 

0.95 cents/kWh or $0.0095/kWh 

Electric Rates (Residential): 

Fixed Fee Variable Fee Net Change 
$10.50 $0.1085/kWh + $0.0095/kWh ECA $0/month+$0.006/kWh 

$10.50 $0.1085/kWh+$0.0035/kWh ECA $0.50/month+$.0035/kWh 

$10.00 $0.1085/kWh No Change 
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Average residential usage of 700kWh has a $4,20 monthly increase or 4.7% 

ECA::: Energy Cost Adjustment- Set every January following MP annual projections. 

Electric Rates (Dual Fuel): Load Managed Heat- Oct. 15th to April 15th 

Fixed Fee Variable Fee Net Change 
2026 $5.25 $0.077/kWh + $0.0095/kWh ECA $0/month+$0.006/kWh 

2025 $5.25 $0.077/kWh+ $0.0035/kWh ECA $0.25/month+$0.0035/kWh 

2021- $5.00 $0.077/kWh No Change 
2024 

Electric Rates (Energy Charge w/Demand Meter- Exceed 25 kW in prev. 12 months): 

Fixed Variable Fee Demand Charge Net Change 
Fee 

2026 $50.00 $0.085 kWh $5.00/kW on all demand $0/month+$0.006/kWh 
+ 

$0.0095/kWh 
2025 $50.00 $0.085/kWh $5.00/kW on all demand Inc. Fixed $33/month, reduce 

+ usage by $0.0045/kWh, 
$0.0035/kWh $0.0015/kWh and reduce 

ECA demand by $0.45/kW 
2021- $17.00 $0.0930 upto $0.00 (first 20 kW), No Change 
2024 20,000 kWh $5.45 (per kW over 20) 

$0.087 over 
20,000 kWh 

Electric Rates (Commercial No Demand- Did not exceed 25 kW in prev. 12 months): 

Fixed Fee Variable Fee Net Change 
2026 $18.00 $0.116/kWh+$0.0095/kWh ECA $0/month + $.006/kWh 

ECA 
2025 $18.00 $0.116/kWh+$0.0035/kWH ECA $1 /month+$.0035/kWh 

ECA 
2021- $17.00 $0.116/kWh No Change 
2024 
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Average commercial usage of 1250kWh has a $7.50 monthly increase or 4.48% 

ECA= Energy Cost Adjustment- Set every January following MP annual projections. 

Electric Vehicle Charging (TOU- Time of Use Charging): 

Three Options 1) At home 2) Commercial at existing location 3) Stand Alone 
Commercial. A separate meter with TOU capabilities would be needed for each 
scenario. Any transformer and service improvements for the installation would be at 
the customers expence. 

EV Charging Rates 

Customer Charge $5.00/mo. Existing Customer 
$30.00/mo. Stand Alone Location 

Energy Charge On Peak- $0.17/kWh + ECA 
Off Peak- $0.055/kWh + ECA 

On Peak is Bam-1 0pm Mon-Fri 

Page 6 of 6 


