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Commission Meeting  Agenda 
April 14th, 2026 

1. FY25 Audit Discussion

2. Capital Budget Discussion

a. Capital Overview

b. Project Approval Needed

1. Cobb Cook Newhaven

2. 23d Street

c. Landfill Solar

3. Summer Students Hiring Policy

4. Commission Officers

Action Item 

1. Approval of the Accounting Coordinator Revised Job Description

2. Approve Hiring of Oren Kero, Accounting Coordinator

Chair J. Bayliss __ Commissioner J. Sandstede  __ 

Commissioner J. Hart __ Commissioner J. Babich __ 

Commissioner J. Stokes __ Legal Counsel A. Borland __ 

General Manager L. Peterson __ Auditors Abdo, LLP __ 

HR Director K. Powers __ Energy & Pricing P. Plombon __ 

Customer Ser. & Finance J. Hietala __ Executive Assistant M. Schoeben __ 

Electrical Operations S. Adams Local 94 President G. Pogachnik __ 
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Item 1 – FY25 Audit Discussion 

April 14th, 2026 

James Bayliss  

Commission Chair 

1902 E. 6th Avenue 

Hibbing, MN 55746 

 

RE: Item 1 – FY25 Audit Discussion 

 

Dear Commissioners; 

We are happy to present a draft copy of the 2025 financial audit performed by Abdo Solutions. The audit 

opinion letter indicates an unqualified opinion which is the best possible financial audit outcome.  

Bonnie Schieger is a partner with Abdo Solutions. She will be presenting the audit results electronically. 

This is an opportunity to review the audit and ask questions in advance of the audit finalization.  Bonnie 

will present the audit results at the April 28th commission meeting in person.  

Bethany Ryers is a principal at Baker Tilly US, LLP. Bethany will be attending the working meeting in person. 

Bethany will present about Baker Tilly’s role in accounting and audit support.  

 

Sincerely; 

 

Tammy Mattonen 
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INDEPENDENT AUDITOR’S REPORT 
 
 
To the Members of the Commission 
Public Utilities Commission  
Hibbing, Minnesota 
 
Opinions 
 
We have audited the accompanying financial statements of the single-enterprise proprietary fund activity of the Public 
Utilities Commission (the Commission), a component unit of the City of Hibbing, Minnesota, as of and for the years ended 
December 31, 2025 and 2024, and the related notes to the financial statements, which collectively comprise the 
Commission’s basic financial statements as listed in the table of contents. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
the Commission as of December 31, 2025 and 2024, and the respective changes in financial position and cash flows for 
the year then ended in conformity with accounting principles generally accepted in the United States of America. 
 
Basis for Opinions  
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General 
of the United States. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for 
the Audit of the Financial Statements section of our report. We are required to be independent of the Commission and to 
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 
Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of the financial statements that are free 
from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about the Commission’s ability to continue as a going concern 
for twelve months beyond the financial statement date, including any currently known information that may raise 
substantial doubt shortly thereafter. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions. 
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an 
audit conducted in accordance with generally accepted auditing standards and Government Auditing Standards will always 
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is 
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, 
or the override of internal control. Misstatements are considered material if there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the financial 
statements.  

DRAFT

April 14th, 2026 Hibbing Public Utilities Commission Page 11 of 126



 

 

In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards, we: 
 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 
 

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, 
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a test 
basis, evidence regarding the amounts and disclosures in the financial statements. 

 
• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Commission’s internal control. Accordingly, no such opinion is expressed. 

 
• Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluate the overall presentation of the financial statements. 
 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise 
substantial doubt about the Commission’s ability to continue as a going concern for a reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit, significant audit findings, and certain internal control-related matters that we identified during the 
audit 
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require that the Management’s Discussion and 
Analysis starting on page 6 and the Schedules of Employer’s Share of the Net Pension Liability, the Schedules of 
Employer’s Contributions, the related notes disclosures, and the Schedule of Changes in the Commission’s OPEB Liability 
and Related Ratios starting on page 35 be presented to supplement the basic financial statements. Such information is 

the responsibility of management and, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 
 
Other Information 
 
Management is responsible for the other information in the annual report. The other information comprises the 
introductory section and schedule of department revenues and expenses but does not include the basic financial 
statements and our auditor’s report thereon. Our opinions on the basic financial statement do not cover the other 
information, and we do not express an opinion or any form of assurance thereon. 
 
In connection with our audit of the basic financial statements, our responsibility is to read the other information and 
consider whether a material inconsistency exists between the other information and the basic financial statements or the 
other information otherwise appears to be materially misstated.  If, based on the work performed, we conclude that an 
uncorrected material misstatement of the other information exists, we are required to describe it in our report. 
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated NEED DATE, on our 
consideration of the Commission’s internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters.  The purpose of that report is solely to 
describe the scope of our testing of internal control over financial reporting and compliance and the results of that 
testing, and not to provide an opinion on the effectiveness of the Commission’s internal control over financial reporting or 
on compliance.  That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Commission’s internal control over financial reporting and compliance.  
 
 
 
Abdo 
April , 2026 
Minneapolis, Minnesot

DRAFT
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Public Utilities Commission 
Management's Discussion and Analysis 
December 31, 2025 and 2024 
(Unaudited) 

4 

Our discussion and analysis of the Hibbing Public Utilities Commission's (HPU) financial performance 
provides an overview of the Utility's financial activities for the fiscal year ended December 31, 2025 and 
2024 with comparison to the prior year where applicable. Please read it in conjunction with the financial 
statements, which follow in this report. 

Financial Highlights 

For the 12-month period ended December 31, 2025, HPU continued its infrastructure renewal program 
and managed customer rates for stable, long-term growth. 

 Net Utility Property Plant & Equipment totaled $117.3 million as of December 31, 2025 as capital
investments exceeded capital depreciation by $29.4 million for the year as the Commission continues to
replenish and improve core utility infrastructure.  In 2025, capital asset increases including 16.7 to replace
aging water infrastructure.  Improvements to the electric generation plant totaled 5.7 million. Electric
distribution systems upgrades totaled 6.3 million and an electric transmission project was initiated to
provide increased reliability and efficiency to commission ratepayers.

 Other noncurrent assets totaled $4.7 million as of December 31, 2025 reflecting a decrease of $593
thousand for the year.

 Current Assets totaled $27.1 million as of December 31 reflecting a decrease of $11.1 million for the year
due to a balanced approach to finance capital outlays. The decrease includes internal funding of water
infrastructure until permanent financing through the Public Finance authority is finalized. Funding is
expected in the third quarter of 2026.

Using This Annual Report 

This annual report consists of financial statements for the Hibbing Public Utilities Commission, a 
component unit of the City of Hibbing, and its blended component unit. The Commission reports its 
financial activities for the utilities of the City of Hibbing as a single-enterprise proprietary fund. The 
following analysis will discuss the Statements of Net Position and the Statements of Revenues, Expenses 
and Changes in Net Position related to this enterprise fund for 2025. 

Statement of Net Position 

A Statement of Net Position is a statement of the financial position of an entity which states the assets 
and deferred outflows of resources, liabilities and deferred inflows of resources and equity at a particular 
point in time. The Statement of Net Position shown on the following page displays the current and 
previous year's data. These statements reflect the Utility's financial position as of December 31, 2025 and 
2024. 
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Public Utilities Commission 
Management's Discussion and Analysis 
December 31, 2025 and 2024 
(Unaudited) 
 

5 

Table 1 net position (below) is a summary of the Utility's statement of net position. 

Table 1 
Net Position 

(In Thousands) 

       

  2025  2024  2023 

 
Assets          

Cash  $ 4,222  $ 4,529  $ 2,961 
Other current assets   22,327   33,945   41,716 
Restricted assets   1,196   1,316   1,628 
Net property, plant and equipment   117,273   87,867   69,566 
Other noncurrent assets   4,057   4,650   4,788 

          
Total assets   149,075   132,307   120,659 

          
Deferred Outflows of Resources   989   1,706   2,838 
          

Total assets and deferred outflows 
of resources   150,064   134,013   123,497 

          
Liabilities          

Current liabilities   8,915   8,514   4,388 
Long-term liabilities   36,284   24,348   21,087 

          
Total liabilities   45,199   32,862   25,475 

          
Deferred Inflows of Resources   4,192   5,775   6,065 
          
Deferred Inflows Net Position          

Invested in capital assets, net of debt   96,929   81,015   68,989 
Restricted   641   615   162 
Unrestricted   3,103   13,746   22,806 

          
Total net position   100,673   95,376   91,957 

          
Total liabilities, deferred Inflows of 

resources and net position  $ 150,064  $ 134,013  $ 123,497 

 
 Long-Term Bonds and Notes have increased by $13.5 million due to the issuance of additional 

Notes through the Public Facilities Authority Drinking Water Fund (PFA) for the rehabilitation of 
the treatment plant and watermain improvement projects. 

 Total Net Position has increased by $5.3 million. The primary contributor to the increase was an 
inflow of $4 million in grant revenue in 2025 as HPU delivers on its three-pronged approach to 
funding capital additions including low interest loans, grant funding and internal cash.  
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Public Utilities Commission 
Management's Discussion and Analysis 
December 31, 2025 and 2024 
(Unaudited) 
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Statements of Revenues, Expenses and Changes in Net Position 

The Statements of Revenues, Expenses and Changes in Net Position display revenues, expenses and 
change in net position over a given period of time (calendar years 2025, 2024, and 2023). 

Table 2 is an Income Statement Summary of the Statements of Revenues, Expenses and Changes in Net 
Position. 

Table 2 
Income Statement Summary 

(In Thousands) 

       

  2025  2024  2023 

 
Operating          

Revenue  $ 31,915  $ 30,856  $ 30,866 
Expense   (31,934)   (30,276)   (31,445) 

          
Operating Income (loss)   (19)   580   (579) 

          
Nonoperating          

Revenue   1,767   1,652   2,039 
Expense   (483)   (162)   (582) 

          
Nonoperating income   1,284   1,490   1,457 

          
Capital contributions   4,031   1,350   640 

          
Increase in net position  $ 5,296  $ 3,420  $ 1,518 

 
 Operating revenues totaled $31.9 million reflecting an increase of $1.1 million from 2024 as 

responsible increases in rates balance lower utility usage due to a warmer winter.  

 Operating expenses totaled $32.0 million reflecting an increase of $1.7 million from 2024 as the 
utility manages expenses. Depreciation expense increased $1 million over the prior year due to 
significant capital investments in past three years. Purchase power expense due to changing 
dynamics in the MISO market cost resulted in increased purchase power expense of $800 
thousand year over year. 

 The total change in net position totaled $5.3 million reflecting $1.9 million more gained than 2024 
as the Commission manages rates for long term stability and infrastructure renewal. 
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Public Utilities Commission 
Management's Discussion and Analysis 
December 31, 2025 and 2024 
(Unaudited) 
 

7 

Capital Assets and Debt 

Capital Assets 

The total plant in service added by utility in 2025 are as follows: 

General Plant  $ 855,630 
Water utility   11,675,557 
Electric utility   8,926,984 
Gas utility   693,194 
Steam utility   848,934 

    
Total  $ 23,000,299 

 
Debt 

As of December 31, 2025 the Utility had $20,033,970 in outstanding debt compared to $6,508,376 as of 
December 31, 2024 a net increase of $13,525,594 due to the draws made on the PFA loans issued 
during the year in line with the utility optimization of capital structure utilizing low cost PFA debt. See 
table 3 below. 

Table 3 
Outstanding Bonds and Notes 

(In Thousands) 

     

  2025  2024 

 
2005 Public Utility revenue note  $ -  $ 155 
2023A General Obligation Revenue Note (PFA)   7,303   1,665 
2024B General Obligation Revenue Note (PFA)   4,839   4,881 
2025C General Obligation Revenue Note (PFA)   6,232   - 
2025 General Obligation Revenue Note   1,660   - 

 
The Series 2023A General Obligation Revenue Note through the Public Facilities Authority Drinking Water 
Fund is authorized for total funding of $9,336,684. As of December 31, 2025, the Commission has 
received $8.8 million. 

The Series 2025C General Obligation Revenue Note through the Public Facilities Authority Drinking 
Water Fund is authorized for total funding of $6,500,000. As of December 31, 2025, the Commission has 
received $6.2 million. 

The Series 2025B, C, and D General Obligation Revenue Note is authorized for total funding of 
$20,000,000 to fund a transmission project. As of December 31, 2025, the Commission has received $1.6 
million. 

See Note 5 in the footnotes for additional information on long-term debt outstanding. 
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Public Utilities Commission 
Management's Discussion and Analysis 
December 31, 2025 and 2024 
(Unaudited) 

8 

Economic Factors 

HPU maintained financial and customer rate stability while also balancing a robust utility capital 
investment. Based on its independent MISO interconnected generation assets at Hibbing Renewable 
Energy Center, HPU has been able to optimize commodity price exposure for steam and electric utilities. 

HPU relied on purchased gas and purchased power rate recovery mechanisms to collect a portion of the 
increased costs from ratepayers during the year while still maintaining competitive rates for our 
customers. 

HPU continues to plan for future core utility infrastructure improvements and efficiencies of operations, 
sustainability and governance while balancing affordability and reliability. 

Contacting The Utility's Financial Management 

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a general 
overview of the Utility's finances and to show the Utility's accountability for the money it receives. If you 
have questions about this report or need additional financial information, please contact Luke J. Peterson, 
General Manager at the Hibbing Public Utilities Commission, 1902 E 6th Ave, Hibbing, MN 55746 
(218 262 7759) 

April 14th, 2026 Hibbing Public Utilities Commission Page 18 of 126



2025 2024

Assets and Deferred Outflows of Resources

Current Assets

Cash 4,221,939$          4,529,203$          
Investments 15,086,906          26,119,909          
Restricted assets:

Cash held for fuel assistance recipients 75,978                 70,788                 
Cash held for customer deposits 478,301               461,999               

Accounts receivable, net of allowance for
doubtful accounts of $58,000 and $58,000 2,512,020            2,470,771            

Unbilled revenues 2,268,507            2,387,564            
Other receivable 173,279               771,830               
Current maturities notes receivable,

Steam conversion program 35,000                 40,000                 
Current portion of lease receivable 9,778                   82,014                 
Inventories 1,419,670            1,326,496            
Prepaid expense 822,066               747,445               

Total current assets 27,103,444          39,008,019          

Noncurrent Assets
Restricted assets:

Bond reserve account 641,300               783,347               
Notes receivable, Steam conversion program 133,203               174,059               
Lease receivable 429,896               439,674               
Regulatory assets 3,493,964            4,035,931            
Capital assets:

Plant in service 200,527,967          177,893,726          
Accumulated depreciation/amortization (103,298,125)         (98,527,238)           
Construction work in progress 20,044,239            8,500,209              

Total noncurrent assets 121,972,444          93,299,708            

Total assets 149,075,888        132,307,727        

Deferred Outflows of Resources
Related to net pension liability 740,024               861,143               
Related to postemployment benefits liability 121,611               674,169               
Related to Laurentian Energy Authority 126,902               170,246               

Total deferred outflows of resources 988,537               1,705,558            

Total assets and deferred outflows of resources 150,064,425$      134,013,285$      

Public Utilities Commission
Statements of Net Position
December 31, 2025 and 2024

See notes to financial statements
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2025 2024

Public Utilities Commission
Statements of Net Position
December 31, 2025 and 2024

Liabilities, Deferred Inflows of Resources
and Net Position

Current Liabilities 
Accounts payable 6,071,238$          5,254,643$          
Accrued interest 89,267                 98,582                 
Accrued expenses 264,646               266,265               
Due to City of Hibbing 571,889               1,162,904            
Accrued vacation 401,319               400,080               
Current portion of lease liability 207,161               201,246               
Current portion of long-term debt, bonds and notes payable 755,000               596,939               
Current liabilities payable from restricted assets:

Third party advances for fuel assistance 75,978                 70,788                 
Customer deposits payable 478,301               461,999               

Total current liabilities 8,914,799            8,513,446            

Noncurrent Liabilities
Accrued sick leave 978,224               1,077,137            
Total postemployment liability 13,690,202          14,541,066          
Net pension liability 2,232,991            2,508,776            
Long-term debt, bonds and notes payable 19,278,970          5,911,437            
Unamortized discount -                           (1,282)                  
Lease liability 103,999               311,160               

Total noncurrent liabilities 36,284,386          24,348,294          

Total liabilities 45,199,185          32,861,740          

Deferred Inflows of Resources
Related to net pension liability 1,423,602            1,672,882            
Related to postemployment benefits liability 2,329,319            3,580,052            
Related to leases 439,674               521,688               

Total deferred inflows of resources 4,192,595            5,774,622            

Net Position
Net investments in capital assets 96,928,951          81,015,417          
Restricted for debt service 641,300               615,127               
Unrestricted 3,102,394            13,746,379          

Total net position 100,672,645        95,376,923          

Total liabilities, deferred inflows of resources
and net position 150,064,425$      134,013,285$      

See notes to financial statements
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2025 2024

Operating Revenue
Charges for services 31,334,132$          30,250,674$          
Other 580,896                 605,157                 

Total operating revenues 31,915,028            30,855,831            

Operating Expenses
Operation and maintenance 25,553,508            24,848,067            
Depreciation/amortization 6,380,803              5,428,165              

Total operating expenses 31,934,311            30,276,232            

Operating Income (Loss) (19,283)                  579,599                 

Nonoperating Revenues (Expenses)
Investment income 1,767,355              1,352,466              
Miscellaneous nonoperating income (expense) (263,912)                38,730                   
Gain on sale of fixed assets -                             261,063                 
Interest expense (219,161)                (162,473)                

Total nonoperating revenues (expenses) 1,284,282              1,489,786              

Income before contributions 1,264,999              2,069,385              

Capital Contributions 4,030,723              1,350,272              

Change in net position 5,295,722              3,419,657              

Net Position, Beginning 95,376,923            91,957,266            

Net Position, Ending 100,672,645$        95,376,923$          

Public Utilities Commission

Years Ended December 31, 2025 and 2024
Statements of Revenues, Expenses and Changes in Net Position

See notes to financial statements
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2025 2024

Cash Flows From Operating Activities
Receipts from customers 31,941,784$          30,805,801$          
Principal collected from steam conversion loan program 45,856 55,179 
Payments to suppliers (21,147,422)           (19,103,593)           
Payments for payroll and benefits (6,840,616)             (6,026,532)             

Net cash from operating activities 3,999,602              5,730,855              

Cash Flows From Capital and Related
Financing Activities

Payments for additions to property, plant and equipment (34,715,233)           (21,342,479)           

Capital contributions received 4,432,716              775,000 

Received from the sale of capital assets - 228,895 

Principal and interest paid on leases (213,447) (230,343) 

Proceeds from debt issue 14,122,533            6,546,060 

Principal paid (596,939) (337,684) 

Interest paid (257,409) (62,499) 

Net cash from capital and related financing activities (17,227,779)           (14,423,050)           

Cash Flows From Investing Activities
Investments income received 1,255,155              1,017,640              
Investments matured 17,617,568            22,633,700            
Investments purchased (5,930,318)             (13,533,448)           

Net cash from financing activities 12,942,405            10,117,892            

Net change in cash (285,772) 1,425,697              

Cash, Beginning 5,061,990              3,636,293              

Cash, Ending 4,776,218$            5,061,990$            

Cash is presented on the statements of net position as follows:
Cash 4,221,939$            4,529,203$            
Restricted assets 1,195,579              1,316,134              

Total cash and restricted assets 5,417,518              5,845,337              

Less noncash equivalents included in restricted assets (641,300) (783,347) 

4,776,218$            5,061,990$            

Years Ended December 31, 2025 and 2024

Public Utilities Commission
Statements of Cash Flows

See notes to financial statements
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2025 2024

Years Ended December 31, 2025 and 2024

Public Utilities Commission
Statements of Cash Flows

Reconciliation of Operating Income (Loss) to Net Cash From
Operating Activities

Operating income (loss) (19,283)$                579,599$               
Adjustments to reconcile operating income (loss) to net cash

from operating activities:
Other nonoperating income (expense) (263,912)                38,730                   
Depreciation and amortization 6,380,803              5,428,165              
Change in operating assets, deferred outflows or resources,

liabilities and deferred inflows of resources:
Accounts receivable (41,249)                  178,546                 
Unbilled revenue 119,057                 (74,915)                  
Other receivable 196,558                 (196,558)                
Inventories (93,174)                  (111,449)                
Prepaid expenses (74,621)                  (31,066)                  
Receivable for steam conversion loan program 45,856                   55,179                   
Lease receivable 82,014                   72,636                   
Regulatory assets (495,056)                (684,245)                
Deferred outflows of resources 673,677                 1,088,779              
Accounts payable 866,424                 1,300,934              
Accrued vacation and sick leave (97,674)                  288,711                 
Accrued expenses (1,619)                    19,960                   
Due to City of Hibbing (591,015)                605,197                 
Third party advances for fuel assistance 5,190                     15,222                   
Customer deposits payable 16,302                   4,167                     
Accrued post employment benefits (850,864)                (1,586,971)             
Net pension liability (275,785)                (969,378)                
Deferred inflows of resources (1,582,027)             (290,388)                

Net cash from operating activities 3,999,602$            5,730,855$            

Noncash Investing, Capital and Related Financing Activities
Unrealized gain on investments 512,200$               334,826$               

Capital purchased on account 2,067,656$            2,117,485$            

Noncash lease asset additions -$                           80,636$                 

Allowance for funds used during construction 30,215$                 -$                           

See notes to financial statements
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Public Utilities Commission 
Notes to Financial Statements 
December 31, 2025 and 2024 
 

14 

1. Summary of Significant Accounting Policies 

The financial statements of the Public Utilities Commission, City of Hibbing, Minnesota (the Commission) 
have been prepared in conformity with generally accepted accounting principles as applied to 
governmental enterprise units. The Governmental Accounting Standards Board (GASB) is the accepted 
standard-setting body for establishing governmental accounting and financial reporting principles. The 
following summary of the more significant accounting policies are presented to assist the reader in 
interpreting the financial statements and other data in this report. These policies should be viewed as an 
integral part of the accompanying financial statements. 

Reporting Entity 

In evaluating how to define the entity for financial reporting purposes, management considered 
whether the Commission is a component unit of another primary government. The Commission is a 
business type activity providing water, electric power, natural gas and steam services to the City of 
Hibbing. The Commission's basic financial statements include the financial position and results of 
operations of the Commission and its component unit, the Laurentian Energy Authority (the 
Authority). See Note 10 for additional information related to the Authority. Management has 
determined that the Commission is appropriately noted as a component unit of the City of Hibbing 
following criteria set forth in generally accepted accounting principles. 

The Public Utilities Commission was established pursuant to Minnesota Laws 1949, Chapter 422, 
which gave the Commission full and exclusive control over the provision of water, electric power, 
natural gas and steam services and the facilities used in providing these services to the City of 
Hibbing. The Commission is composed of five members, all of whom are appointed by the Hibbing 
City Council and all of whom serve three-year terms. 

Basis of Accounting 

The Commission is a single-enterprise proprietary fund and uses the accrual basis of accounting. 
Proprietary funds are used to account for operations that are financed in a manner similar to private 
business enterprise in that a periodic determination of revenues earned, expenses incurred and/or 
changes in net position is appropriate for capital maintenance, public policy, management control, 
accountability or other purposes. Under this method, revenues are recorded when earned and 
expenses are recognized as soon as they result in liabilities for the benefits provided. 

The financial statements are reported using the economic resources measurement focus and the 
accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized when 
earned and expenses are recorded when the liability is incurred or economic asset used. Revenues, 
expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like 
transactions are recognized when the exchange takes place. 

The Commission complies with all applicable GASB pronouncements. Effective January 1, 2022, the 
Commission approved the application of regulated operations as allowed under GASB Statement 
No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 
1989 FASB and AICPA Pronouncements for regulated entities. The Commission approved regulatory 
accounting treatment for certain expenses that will be collected in future rates in order to better match 
when these expenses will be recovered through the rate-making process. 
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Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating 
revenues and expenses generally result from providing services and producing and delivering goods 
in connection with a proprietary funds' principle ongoing operations. The principle operating revenues 
of the Commission are charges to customers in the form of utility rates. Operating expenses include 
the cost of providing the utility services, administration expenses and depreciation on capital assets. 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that effect the reported amounts of assets 
and liabilities and disclosures of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. 
Accordingly, actual results could differ from these estimates. 

Cash and Cash Equivalents 

For purposes of the statement of cash flow, cash equivalents includes amounts on hand as well as in 
demand deposit accounts. 

Investments 

State statutes authorize the Commission to invest in obligations of the U.S. Treasury, commercial 
paper, corporate bonds or repurchase agreements. All investments are recorded at fair value. The 
Commission categorizes the fair value measurements of investments in accordance with generally 
accepted accounting principles, including GASB Statement 72. The definition of fair value is the price 
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 
market participants at the measurement date. GASB Statement 72 establishes a fair value hierarchy. 
The hierarchy is based on valuation inputs, categorized at three levels, dependent on whether the 
inputs to those valuations are observable or unobservable in the marketplace. 

Accounts Receivable 

Accounts receivable are reported net of allowance for uncollectibles, which were established based 
on current collection experience. Receivables are comprised of amounts due from customers, and 
other receivables which represent amounts due from transactions incurred in the normal course of 
operations. 

Unbilled Revenues 

Unbilled revenues represent an estimate of December services that were not billed to customers until 
the following year. 
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Inventories 

Parts inventory and fuel and bulk supplies are valued at weighted average cost.  

Inventories consist of the following at December 31: 

  2025  2024 

 
Parts  $ 1,327,348  $ 1,256,541 
Fuel and bulk supplies   92,322   69,955 

       
  $ 1,419,670  $ 1,326,496 

 
Prepaid Expenses 

Prepaid balances are for payments made by the Commission in the current year for goods or services 
benefitting subsequent fiscal years. 

Note Receivable, Steam Conversion Loan Program 

In 2020, the Commission established a loan program for those residential customers wishing to 
convert their heating systems from steam to gas. The customers were required to go through a loan 
approval process in order to be eligible for the program. The loans were interest free and the loan 
repayment terms were open as to customer preferences but were not to exceed a 10-year period. 
The Commission contracted with a local bank to handle the repayment process of the program. As of 
December 31, 2025 and 2024 the Commission had outstanding loans through the program of 
$168,203 and $214,059, respectively. In 2021 the program was suspended, and no new loans are 
currently being issued. 

Restricted Assets 

Certain proceeds of the general obligation revenue bonds, as well as certain resources set aside for 
their repayment, are classified as restricted assets on the statement of net position because their use 
is limited by statute and applicable bond covenants. The bond reserve account is used to segregate 
resources accumulated for future debt service payments. 

The Commission also holds cash that is restricted for the following specific uses: 

 Customer deposits - Refundable deposits paid by customers at inception of service. 

 Fuel assistance recipients - Amounts received from a third party that are to be applied 
against utility bills for qualifying low-income utility users. 

Third parties also hold assets in escrow accounts on the Commission's behalf in conjunction with debt 
issues, as discussed in Note 5. 
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Capital Assets 

Capital assets (including right-to-use lease assets) are stated at cost. The Commission adopted a 
formal capitalization policy effective for 2010, which was revised in 2018 to increase the capitalization 
threshold to $10,000. In 2024, the capitalization threshold was reduced to $2,000 as part of the 
utility's alignment with FERC and NARUC accounting best practices. Depreciation is computed using 
the straight-line method over the estimated useful lives of the assets as follows: 

Years 

Buildings and grounds 5-50
Production equipment 20-53
Transmission and distribution equipment 15-77
Furniture and equipment 4-50

Lease assets are typically amortized over the lease term. 

Regulatory Assets 

Under GASB 62, the Commission defers expenses for future recognitions as they are recovered or 
returned through the rate-making process. Regulatory asset balances were as follows at  
December 31: 

2025 2024 

Deferred maintenance costs $ 2,003,120 $ 2,147,528 
Power costs  1,214,879  1,888,403 
Allowance for funds used during construction  30,215 -
Debt issuance costs  245,750 -

Total regulatory assets $ 3,493,964 $ 4,035,931 

Power costs are being amortized through electric rates over a 5-year period. Deferred maintenance 
expenses are being amortized over a 5-year period. The allowance for funds used during construction 
will be amortized over the life of the related transmission project once placed into service. Debt 
issuance costs will be amortized over the life of the 2025 bonds issued. 

Due to City of Hibbing 

The Commission acts as a collection agent for garbage, sewage and storm water services billed by 
the City of Hibbing. The Commission includes these charges on its own monthly utility billings and 
remits collection of these charges to the City on a periodic basis. 

Accrued Vacation and Sick Leave 

Employees of the Hibbing Public Utilities Commission may accumulate up to 180 days of sick leave. 
After ten years of service and upon termination of employment, employees are paid one-half of their 
unused accumulated sick leave. At December 31, 2025 and 2024, the liability for sick leave was 
$978,224 and $1,077,137, respectively. 

Employees may also accrue vacation pay up to a maximum of 31 working days per year based on 
length of employment. A maximum of 10 unused vacation days may be carried past the employee's 
anniversary date. At December 31, 2025 and 2024, the Commission's liability for vacation pay was 
$401,319 and $400,080, respectively.
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Long-Term Obligations 

Long-term debt and other obligations are reported as Commission liabilities. Bond premiums and 
discounts, are amortized over the life of the bonds using the straight-line method. 

Leases 

The Commission is a lessee because it leases capital assets from other entities. As a lessee, the 
Commission reports a lease liability and an intangible right-to-use capital asset (known as a lease 
asset) in the financial statements.  

The Commission is a lessor because it leases capital assets to other entities. As a lessor, the 
Commission reports a lease receivable and corresponding deferred inflow of resources in the 
financial statements. The Commission continues to report and depreciate capital assets being leased 
as capital assets. 

The Commission has a policy to recognize leases that have cash flows greater than $100,000 over 
the life of the contract. 

Pensions 

For purposes of measuring the net pension liability, deferred outflows/inflows of resources and 
pension expense, information about the fiduciary net position of the Public Employees Retirement 
Association (PERA) and additions to/deductions from PERA's fiduciary net position have been 
determined on the same basis as they are reported by PERA. For this purpose, plan contributions are 
recognized as of employer payroll paid dates and benefit payments and refunds are recognized when 
due and payable in accordance with the benefit terms. Investments are reported at fair value. 

Post Employment Benefits 

For purposes of measuring the total OPEB liability, deferred outflows of resources and deferred 
inflows of resources related to OPEB, and OPEB expense are reported on the same basis as they 
are reported by the Plan. For this purpose, the Plan recognizes benefit payments when due and 
payable in accordance with the benefit terms. 

Deferred Inflows and Outflows of Resources 

Deferred outflows of resources represent an acquisition of net position that applies to a future period 
and so will not be recognized as an expense until then. A deferred inflow of resources represents an 
acquisition of net position that applies to future periods and so will not be recognized as revenue until 
that time.  

Net Position 

GASB No. 34 requires the classification of net position into three components - net investment in 
capital assets, restricted and unrestricted. These classifications are defined as follows: 

Net Investment in Capital Assets - This component of net position consists of capital assets, 
including restricted capital assets, net of accumulated depreciation and reduced by the outstanding 
balances of any bonds, mortgages, notes or other borrowings that are attributable to the 
acquisition, construction or improvement of those assets. If there are significant unspent related 
debt proceeds at year-end, the portion of the debt attributable to the unspent proceeds are not 
included in the calculation of net investment in capital assets. Rather, that portion of the debt is 
included in the same net position component as the unspent proceeds. 

April 14th, 2026 Hibbing Public Utilities Commission Page 28 of 126



Public Utilities Commission 
Notes to Financial Statements 
December 31, 2025 and 2024 
 

19 

Restricted - This component of net position consists of constraints placed on net position use 
through external constraints imposed by creditors (such as through debt covenants), grantors, 
contributors or laws or regulations of other governments or constraints imposed by law through 
constitutional provisions or enabling legislation. 

Unrestricted Net Position - This component of net position consists of net positions that do not 
meet the definition of "restricted" or "net investment in capital assets." 

When both restricted and unrestricted resources are available for use, it is the Commission's policy to 
use restricted resources first, then unrestricted resources as they are needed. 

Capital Contributions 

Cash and capital assets are contributed to the Commission from customers, the municipality or 
external parties. The value of property contributed to the Commission is reported as revenue on the 
statements of revenues, expenses and changes in net position. 

Effect of New Accounting Standards on Current Period Financial Statements 

The GASB has approved the following: 

 Statement No. 103, Financial Reporting Model Improvements 

 Statement No. 104, Disclosure of Certain Capital Assets 

 Statement No. 105, Subsequent Events 

When they become effective, application of these standards may restate portions of these financial 
statements. 

Comparative Data 

Certain amounts presented in the prior year data may have been reclassified in order to be consistent 
with the current year's presentation. 

 
2. Deposits and Investments 

Deposits 

Minnesota Statutes require that all deposits, which are not U.S. government securities, be protected 
by insurance, surety bond or collateral. The market value for collateral pledged must equal 110% of 
the deposits not covered by insurance or bonds. 

Authorized collateral includes legal investments, as well as certain first mortgage notes and certain 
state and local government obligations. Minnesota Statutes require that securities pledged as 
collateral be held in safekeeping by the Commission or in a financial institution other than that 
furnishing the collateral. 

Custodial credit risk is the risk that in the event of bank failure, a government's deposits may not be 
returned to it. The Commission's deposit policy for custodial credit risk requires compliance with the 
provisions of state law. 
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At December 31, 2025 and 2024 the carrying amount of the Commission's deposits were $4,776,218 
and $5,061,170 and the bank balance was $7,405,119 and $6,177,857, respectively. As of 
December 31, 2025 and 2024, none of the Commission's bank balances were exposed to custodial 
credit risk. 

Investments 

State statutes authorize the Commission to invest in obligations of the U.S. Treasury, commercial 
paper, corporate bonds or repurchase agreements. 

GASB Statement 72 sets forth the framework for measuring the fair value of investments based on a 
hierarchy of valuation inputs into three levels as follows: 

Level 1 - All securities are valued with the market approach by using quoted prices (unadjusted) 
in active markets for identical assets or liabilities that the entity can access at the measurement 
date. 

Level 2 - All securities are valued with the market approach using inputs other than quoted prices 
included in level l that are observable for the asset or liability, either directly or indirectly. The 
matrix pricing technique is used to value securities based on the securities' relationship to 
benchmark quoted prices. Inputs for level 2 include: (I) quoted prices for similar assets or 
liabilities in active markets, (2) quoted prices for identical or similar assets or liabilities in inactive 
markets, (3) inputs other than quoted prices that are observable for the asset or liability and  
(4) inputs derived principally from or corroborated by observable market data by correlation or 
other means. 

Level 3 - Securities within this hierarchy have unobservable inputs for the asset or liability. These 
investments primarily consist of assets where the asset is distressed or there is not an active 
market. Securities are valued using either the cost method where a replacement values is 
determinable or the income method using the present value technique. 

Net Asset Value (NAV) - The fair value of investments in entities that calculate a net asset value 
per share are determined using the NAV in lieu of the leveling methodology described above. 

  December 31, 2025 

  Level 1  Level 2  Level 3  Total 

 
Cash equivalents - Minnesota 

Money Market Funds  $ -  $ -  $ -  $ 15,728,206 
 
  December 31, 2024 

  Level 1  Level 2  Level 3  Total 

 
Money market mutual fund  $ 168,220  $ -  $ -  $ 168,220 
Certificate of deposit   -   10,000,000   -   10,000,000 
Cash equivalents - Minnesota 

Money Market Funds            16,735,035 
             

Total           $ 26,903,256 

 
All investments fall into the one to five maturity category. 
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The cash equivalent values were obtained from statements provided by the Minnesota Municipal 
Money Market Fund. The Fund is an external investment pool not registered with the SEC that follows 
the same regulatory rules of the SEC under rule 2a7 and is managed by the Board and Minnesota 
Statutes. The fair value of the pool is the same as the value of the pool shares. The investment in the 
Fund is not subject to the credit risk classifications as noted in paragraph 9 of GASB Statement 
No. 40. 

Custodial credit risk for investments is the risk that in the event of the failure of the counterparty, the 
Commission will not be able to recover the value of its investments or collateral securities that are in 
the possession of an outside party. 

As of December 31, 2025 and 2024, the Commission did not have any investments exposed to 
custodial credit risk. 

The Commission's investment policy requires that an investment must be held by the 
Commission or its agent in the Commission's name and comply with Minnesota Statutes. 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. 

The money market mutual funds were rated AAAm by Standard & Poor's at December 31, 2025 
and 2024. 

The Commission does not have a policy that specifically addresses credit risk. 
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3. Capital Assets

A summary of changes in capital assets during 2025 is as follows:

2025 

  
Balance  

January 1, 2025 Additions Deletions 

Balance 
December 31, 

2025 

Capital assets, not being 
depreciated:

Land and land rights  $ 562,428 $ - $ - $ 562,428 
Construction in progress  8,500,209  11,544,030 - 20,044,239

Total capital assets, 
not being 
depreciated  9,062,637  11,544,030 - 20,606,667

Capital assets being 
depreciated/amortized:

Intangible asset  2,764,688 -  -  2,764,688 
Land improvements  2,272,059  108,236 - 2,380,295
Buildings   11,507,920  4,449,219 - 15,957,138
Production equipment  86,856,071  4,734,220 - 91,590,291
Transmission and 

distribution system  68,157,631  13,074,532  474,292 80,757,872
Furniture and equipment  4,799,649  742,326 - 5,541,975
Lease assets: 

Vehicles  80,636 -  -   80,636 
Substation equipment  892,644 -  -  892,644 

Total capital assets 
being depreciated  177,331,298  23,108,533  474,292  199,965,539 

Less accumulated depreciation  98,089,329  5,068,973  522,297  102,636,005 
Less accumulated amortization 

on leased assets  437,909  224,210 - 662,120

Net property, plant and 
equipment  $ 87,866,697 $ 29,359,380 $ (48,005) $ 117,274,081 
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A summary of changes in capital assets during 2024 is as follows: 

  2024 

  
Balance  

January 1, 2024  Additions  Deletions  

Balance 
December 31, 

2024 

 
Capital assets, not being 

depreciated:             
Land and land rights  $ 562,428  $ -  $ -  $ 562,428 
Construction in progress   1,380,976   19,800,365   12,681,130   8,500,209 

             
Total capital assets, 

not being 
depreciated   1,943,404   19,800,365   12,681,130   9,062,637 

             
Capital assets being 

depreciated/amortized:             
Intangible asset   2,764,688   -   -   2,764,688 
Land improvements   2,272,059   -   -   2,272,059 
Buildings    11,374,537   147,555   14,172   11,507,920 
Production equipment   81,339,008   6,070,721   553,658   86,856,071 
Transmission and 

distribution system   60,201,847   9,057,238   1,101,454   68,157,631 
Furniture and equipment   4,836,593   433,231   470,175   4,799,649 
Lease assets:             

Vehicles   68,911   80,636   68,911   80,636 
Substation equipment   892,644   -   -   892,644 

             
Total capital assets 

being depreciated   163,750,287   15,789,381   2,208,370   177,331,298 
             
Less accumulated depreciation   95,836,313   4,473,489   2,220,473   98,089,329 
Less accumulated amortization 

on leased assets   291,131   215,689   68,911   437,909 
             

Net property, plant and 
equipment  $ 69,566,247  $ 30,900,568  $ 12,600,118  $ 87,866,697 

 
 
4. Leases 

Lessee - Lease Liabilities 

The Commission leases certain vehicles and substation equipment. As required by GASB 87, 
Leases, the Commission records a lease asset and lease liability for its leasing activities. See Note 3, 
capital assets, for the breakdown and activity of lease assets during the year.  
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The Commission has the following lease liabilities: 

Date Description 
Final 

Maturity 
Interest 

Rate 

Outstanding 
Amount 

December 31, 
2025 

Outstanding 
Amount 

December 31, 
2024 

06/01/2022  Substation equipment 05/31/2027 2.90  $ 266,173  $ 447,592 
03/08/2024  Vehicles 03/31/2028 2.90 44,987   64,184 

The annual requirements for the lease liability as of December 31, 2025 are as follows: 

Principal  Interest Total 

Years ending December 31: 
2026  $ 207,161 $ 6,286 $ 213,447 
2027  100,436 1,011  101,447 
2028 3,563 10 3,573

  $ 311,160 $ 7,307 $ 318,467 

Lessor - Lease Receivables 

Date Lease Receivable Description Final Maturity Interest Rate 2025 

01/01/2023 Pole attachments 12/31/2025 2.00% $ -
10/24/2023 Water tower space 02/14/2053 2.00 439,674 

Total $ 439,674 

The Commission recognized $82,014 and $72,636 of lease revenue during 2025 and 2024, 
respectively. The Commission recognized $10,418 and $11,884 of interest income during 2025 and 
2024, respectively.  

5. Long-Term Debt

Bonds and notes payable consist of the following at December 31:

Date Purpose 
Final  

Maturity 
Interest  

Rate 
Original 
Amount 

Outstanding 
Amount  

December 31, 
2025 

10/27/05  General capital improvements  12/01/25 4.1425% $ 2,030,000  $ - 
12/18/23 Water treatment plant upgrades 08/20/43 2.014 9,336,684 1 7,302,756 
1/16/24  Watermain improvement  08/20/44 1.906 4,880,939 4,839,000 
12/04/25  Watermain Improvement  08/20/45  2.251 6,500,000 1  6,232,542 
8/29/25  Transmission project 04/05/48  4.662 1,659,672 2  1,659,672 

1 Long-term obligations identified were issued through the Public Facilities Authority Drinking Water Fund (PFA). The original amount 
noted above is for the total amount authorized. The outstanding amount reported above has been issued as of December 31, 2025. The 
repayment schedule is for the amount authorized as that is the only information available. Subsequent to year end, through the date the 
financial statements were available to be issued, the Commission received $0 related to the Notes.  

2 On August 29, 2025, the Commission issued 2025B bonds (authorized for $4,500,000 at 4.662% interest rate, tax-exempt bonds), 
2025C bonds (authorized for $10,000,000 at 7.25% interest rate, taxable), and 2025D bonds (authorized for $5,500,000 at 7.25% interest 
rate, taxable). Principal payments on the long-term obligations are expected to commence on April 5, 2028 once the obligations are 
expected to be fully drawn down. The original amount listed in the table above is what has been drawn on the loans as of December 31, 
2025. 
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The terms of Revenue Note Series 2005A called for the proceeds of the note to be placed in an escrow 
account. As funds were expended, the Commission submitted requests to the escrow agent to draw down 
on the account. The remaining funds are to be held in an escrow account until the maturity date of the 
bond. As of December 31, 2025 and 2024, the account had a balance of $0 and $168,220, respectively. 

The escrow account discussed above is reflected as restricted assets in the accompanying statement of 
net position. 

Long-term debt service requirements to maturity follows (repayment schedule is for the total amount 
authorized for PFA loans and estimated based on outstanding balance and loan terms for the 
transmission loans): 

  Principal  Interest   Total 

 
Years ending December 31:          

2026  $ 755,000  $ 408,083  $ 1,163,083 
2027   906,000   474,840   1,380,840 
2028   986,235   455,242   1,441,477 
2029   1,026,980   432,595   1,459,575 
2030   1,046,980   409,379   1,456,359 
2031-2035   5,536,900   1,684,216   7,221,116 
2036-2040   6,087,900   1,039,945   7,127,845 
2041-2045   5,209,900   348,026   5,557,926 
2046-2048   186,777   9,914   196,691 

Total requirements  $ 21,742,672  $ 5,262,240  $ 27,004,912 

 
A summary of changes in long-term obligations during 2025 is as follows: 

  2025 

  

Balance 
January 1, 

2025  Additions  Deletions  

Balance 
December 31, 

2025  
Due Within 
One Year 

 
Long-term debt  $ 6,508,376  $ 14,122,533  $ 596,939  $ 20,033,970  $ 755,000 
Unamortized bond discount  (1,282)  -  (1,282)  -  - 
Accrued sick leave  1,077,137  239,502  338,415  978,224  - 
Lease liability  512,406  -  201,246  311,160  207,161 

Total  $ 8,096,637  $ 14,362,035  $ 1,135,318  $ 21,323,354  $ 962,161 

 
A summary of changes in long-term obligations during 2024 is as follows: 

  2024 

  

Balance 
January 1, 

2024  Additions  Deletions  

Balance 
December 31, 

2024  
Due Within 
One Year 

 
Long-term debt  $ 300,000  $ 6,546,060  $ 337,684  $ 6,508,376  $ 596,939 
Unamortized bond discount  (2,674)  -  (1,392)  (1,282)  - 
Accrued sick leave  880,521  652,189  455,573  1,077,137  - 
Lease liability  647,459  80,636  215,689  512,406  201,246 

Total  $ 1,825,306  $ 7,278,885  $ 1,007,554  $ 8,096,637  $ 798,185 

 
See Notes 8 and 9 for additional information related to the net pension liability and total OPEB liability. 
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6. Risk Management 

Risk of Loss 

The Commission is exposed to various risks of loss related to torts; theft of, damage to and 
destruction of assets; errors and omissions and natural disasters for which the Commission carries 
commercial insurance. There have been no significant reductions in coverage from prior years and 
settlements have not exceeded coverage in the past three years. 

 
7. Contingencies and Commitments 

The Commission has entered into contracts for the purchase of fuel, including biomass and natural gas, 
for the purposes of meeting its obligations as a Midcontinent Independent System Operator (MISO) 
Market Participant, electrical generation owner and public gas system operator. 

The agreed upon quantities are based upon current and forecasted needs versus current held supply and 
MISO capacity accreditation requirements. 

Effective June 1, 2022, the Commission began a five-year agreement with Minnesota Power to utilize 
Minnesota Power's 115 KV substation to access the MISO energy and capacity markets. Under the 
Agreement, the Commission annually accredits the Hibbing Renewable Energy Center through MISO and 
purchases an additional 6MW of capacity and associated energy from Minnesota Power's Boswell 4 
Station.  

As of the 2026-2027 MISO Planning Year, MISO implemented a seasonal capacity accreditation 
construct to determine market participants' capacity shortage and/or excess. For the 2026-2027 Planning 
Year, the Commission had an average accreditation requirement of 21.6 MW and an average of 33.9 MW 
capacity available. It is expected that the Commission would maintain its surplus capacity position for the 
remainder of the term. 

The Commission purchases gas and pays for the transportation of the actual gas purchased under a 
transportation tariff approved by the Federal Energy and Regulatory Commission on Northern Natural 
Gas' pipeline system. Future gas commitments for the Commission from 2026 to 2029 total $5.9 million at 
fixed prices. Based on the current market prices on March 16, 2026 this represents a savings to rate 
payers of $1.4 million. The Commission purchased gas from World Fuel Services, Inc. 

The Commission has incurred expenses in the past related to the cleanup of its former gas plant site. 
Costs related to complete the cleanup at this time are not known but management does not believe that 
the Commission will have any significant additional costs based on municipal liability limits of $400,000. 
The Minnesota Pollution Control Agency has indicated it is in agreement with the Commission 
assessment of the maximum limit and is planning remediation in the next few years.  

 
8. Deferred Benefit Pension Plan - Statewide 

Plan Description 

The Commission participates in the following cost-sharing multiple-employer defined benefit pension 
plan administered by the Public Employees Retirement Association of Minnesota (PERA). PERA's 
defined benefit pension plans are established and administered in accordance with Minnesota 
Statutes, Chapters 353 and 356. PERA's defined benefit pension plans are tax qualified plans under 
Section 401 (a) of the Internal Revenue Code. 
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All full-time and certain part-time employees of the Commission are covered by the General 
Employees plan. General Employees Plan members belong to the Coordinated Plan. Coordinated 
Plan members are covered by Social Security. 

Benefits Provided 

PERA provides retirement, disability and death benefits. Benefit provisions are established by state 
statute and can only be modified by the state legislature. Vested terminated employees who are 
entitled to benefits, but are not receiving them yet, are bound by the provisions in effect at the time 
they last terminated their public service. 

Benefits are based on a member's highest average salary for any five successive years of allowable 
service, age and years of credit at termination of service. Two methods are used to compute benefits 
for PERA's Coordinated Plan members. Members hired prior to July 1, 1989, receive the higher of 
Method 1 or Method 2 formulas. Only Method 2 is used for members hired after June 30, 1989. Under 
Method 1, the accrual rate for Coordinated members is 1.2% for each of the first 10 years of service 
and 1.7% for each additional year. Under Method 2, the accrual rate for Coordinated members is 
1.7% for all years of service. For members hired prior to July 1, 1989 a full annuity is available when 
age plus years of service equal 90 and normal retirement age is 65. For members hired on or after 
July 1, 1989 normal retirement age is the age for unreduced Social Security benefits capped at 66. 

Benefit increases are provided to benefit recipients each January. The postretirement increase is 
equal to 50% of the cost-of-living adjustment (COLA) announced by the SSA, with a minimum 
increase of at least 1% and a maximum of 1.5%. Recipients that have been receiving the annuity or 
benefit for at least a full year as of the June 30 before the effective date of the increase will receive 
the full increase. Recipients receiving the annuity or benefit for at least one month but less than a full 
year as of the June 30 before the effective date of the increase will receive a reduced prorated 
increase. In 2024, legislation repealed the statute delaying increases for members retiring before full 
retirement age. 

Contributions 

Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions. Contribution 
rates can only be modified by the state legislature. 

Coordinated Plan members were required to contribute 6.5% of their annual covered salary in fiscal 
years 2025 and 2024 and the Commission was required to contribute 7.5% for Coordinated Plan 
members. The Commission's contributions to the General Employees Fund for the year ended 
December 31, 2025 and 2024 were $457,704 and $430,738, respectively. The Commission's 
contributions were equal to the required contributions as set by state statute. 

Pension Costs 

At December 31, 2025 and 2024, the Commission reported a liability of $2,232,991 and $2,508,776, 
respectively, for its proportionate share of the General Employees Fund's net pension liability. The 
Commission's net pension liability reflected a reduction due to the State of Minnesota's contribution of 
$16 million. The State is considered a nonemployer contributing entity and the State's contribution 
meets the definition of a special funding situation. The State's proportionate share of the net pension 
liability associated with the Commission totaled $53,867 and $64,872 at December 31, 2025 and 
2024, respectively.  
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The net pension liability was measured as of June 30, 2025, and the total pension liability used to 
calculate the net pension liability was determined by an actuarial valuation as of that date. The 
Commission's proportion of the net pension liability was based on the Commission's contributions 
received by PERA during the measurement period for employer payroll paid dates from July 1, 2024 
through June 30, 2025, relative to the total employer contributions received from all of PERA's 
participating employers. The Commission's proportionate share was 0.0674% at the end of the 
measurement period and 0.0679% for the beginning of the period. 

  2025  2024 

 
Commission's proportionate share of the net pension liability  $ 2,232,991  $ 2,508,776 
State of Minnesota's proportionate share of the net pension 

liability associated with the commission   53,867   64,872 
       

Total  $ 2,286,858  $ 2,573,648 

 
For the year ended December 31, 2025, the Commission recognized pension expense (revenue) of 
$248,122 for its proportionate share of the General Employees Plan's pension expense.  

At December 31, 2025, the Commission's proportionate share of the general employees plan's 
deferred outflows of resources and deferred inflows of resources related to pensions from the 
following sources: 

  

Deferred 
Outflows of 
Resources  

Deferred 
Inflows of 
Resources 

 
Difference between expected and actual economic experience  $ 212,755  $ - 
Changes in actuarial assumptions   53,802   513,804 
Difference between projected and actual investment earnings   -   888,529 
Contributions and proportionate share of contributions 

expensed, not deferred   232,826   21,269 
Contributions paid to PERA subsequent to the measurement 

date   240,641   - 
       

Total  $ 740,024  $ 1,423,602 

 
At December 31, 2024, the Commission's proportionate share of the general employees plan's 
deferred outflows of resources and deferred inflows of resources related to pensions from the 
following sources: 

  

Deferred 
Outflows of 
Resources  

Deferred 
Inflows of 
Resources 

 
Difference between expected and actual economic experience  $ 235,010  $ - 
Changes in actuarial assumptions   15,839   891,686 
Difference between projected and actual investment earnings   -   749,167 
Contributions and proportionate share of contributions 

expensed, not deferred   383,942   32,029 
Contributions paid to PERA subsequent to the measurement 

date   226,352   - 
       

Total  $ 861,143  $ 1,672,882 
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The amounts reported as deferred outflows of resources related to pensions resulting from the 
Commission's contributions subsequent to the measurement date will be recognized as a reduction of 
net pension liability in the year ended December 31, 2025. Other amounts reported as deferred 
outflows and inflows of resources related to pensions will be recognized in pension expense as 
follows: 

Pension 
Expense 
Amount 

Years ending June 30: 
2026  $ (113,432) 
2027  (338,909) 
2028  (313,153) 
2029  (158,725) 
2030 -

Total  $ (924,219) 

Long-Term Expected Return on Investment 

The State Board of investment, which manages the investments of PERA, prepares an analysis of the 
reasonableness on a regular basis of the long-term expected rate of return using a building-block 
method in which best estimate ranges of expected future rates of return are developed for each asset 
class. The ranges are combined to produce an expected long-term rate of return by weighting the 
expected future rates of return by the target asset allocation percentages. The target allocation and 
best estimates of geometric real rates of return for each major asset class are summarized in the 
following table: 

Asset Class 
Target 

Allocation 

Long-Term 
Expected 

Real Rate of 
Return 

Domestic equity 33.5 % 5.10 % 
International equity 16.5 5.30 
Fixed income 25.0 0.75 
Private markets 25.0 5.90 

100 %  

Actuarial Methods and Assumptions 

The total pension liability in the June 30, 2025 and 2024, actuarial valuations were determined using 
an individual entry-age normal actuarial cost method. The long-term rate of return on pension plan 
investments used in the determination of the total liability is 7.0%. This assumption is based on a 
review of inflation and investments return assumptions from a number of national investment 
consulting firms. The review provided a range of return investment return rates deemed to be 
reasonable by the actuary. An investment return of 7.0% was deemed to be within that range of 
reasonableness for financial reporting purposes. 

Inflation is assumed to be 2.25% for the General Employees Plan. Benefit increases after retirement 
are assumed to be 1.25%. 

Salary growth assumptions range in annual increments from 11.5% after one year of service to 3.0% 
after 27 years of service. 
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Mortality rates are based on the Pub-2010 General Employee Mortality Table. The tables are 
adjusted slightly to fit PERA's experience. 

Actuarial assumptions are reviewed every four years. The most recent four-year experience study 
was completed in 2022. The assumption changes were adopted by the Board and became effective 
with the July 1, 2023 actuarial valuation. 

The following changes in actuarial assumptions and plan provisions occurred in 2025:  

Changes in actuarial assumptions: 

 Rates of merit and seniority were adjusted, resulting in slightly higher rates. 

 Assumed rates of retirement were adjusted as follows: increase the rate of assumed 
unreduced retirements, slight adjustments to Rule of 90 retirement rates, and slight 
adjustments to early retirement rates for Tier 1 and Tier 2 members. 

 Minor increase in assumed withdrawals for males and females. 

 Lower rates of disability. 

 Continued use of Pub-2010 general mortality table with slight rate adjustments as 
recommended in the most recent experience study. 

 Minor changes to form of payment assumptions for male and female retirees. 

 Minor changes to assumptions made with respect to missing participant data.  

Changes in Plan Provisions: 

 The workers' compensation offset for disability benefits was eliminated. The actuarial equivalent 
factors updated to reflect the changes in assumptions. 

Discount Rate 

The discount rate used to measure the total pension liability was 7.0% in 2025 and 2024. The 
projection of cash flows used to determine the discount rate assumed that contributions from plan 
members and employers will be made at rates set in Minnesota Statutes. Based on these 
assumptions, the fiduciary net positions of the General Employees Fund was projected to be 
available to make all projected future benefit payments of current plan members. Therefore, the  
long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefit payments to determine the total pension liability. 
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Pension Liability Sensitivity 

The following presents the Commission's proportionate share of the net pension liability for all plans it 
participates in, calculated using the discount rate disclosed in the preceding paragraph, as well as the 
discount rate disclosed in the preceding paragraph, as well as what the Commission's proportionate 
share of the net pension liability would be if it were calculated using a discount rate  
1-percentage-point lower or 1-percentage-point higher than the current discount rate: 

  

1% Decrease in 
Discount Rate 

(6.0%)  

Current 
Discount Rate 

(7.0%)  

1% Increase in 
Discount Rate 

(8.0%) 

 
Commission's proportion share of the 

general employees fund net pension 
liability at December 31, 2025  $ 5,423,586  $ 2,232,991  $ (355,299) 

 

  

1% Decrease in 
Discount Rate 

(6.0%)  

Current 
Discount Rate 

(7.0%)  

1% Increase in 
Discount Rate 

(8.0%) 

 
Commission's proportion share of the 

general employees fund net pension 
liability at December 31, 2024  $ 5,479,571  $ 2,508,776  $ 65,027 

 
Pension Plan Fiduciary Net Position 

Detailed information about each pension plan's fiduciary net position is available in a separately 
issued PERA financial report that includes financial statements and required supplementary 
information. That report may be obtained on the internet at www.rnnpera.org. 

Public Employees Defined Contribution Plan 

Commission board members are covered by the Defined Contribution Plan, a multiple-employer 
deferred compensation plan administered by PERA. The Plan is a tax qualified plan under Section 
40l(a) of the Internal Revenue Code and all contributions by or on behalf of employees are tax 
deferred until time of withdrawal. The Plan is closed to new board members. The only board member 
on the Plan in 2024 was grandfathered in. The employee retired in 2024 and was no longer on the 
Plan in 2025. 

Plan benefits depend solely on amounts contributed to the plan plus investment earnings, less 
administrative expenses. Minnesota Statutes, Chapter 353D.03, specifies plan provisions, including 
the employee and employer contribution rates for those qualified personnel who elect to participate. 
An eligible elected official who decides to participate contributes 5% of salary which is matched by the 
elected official's employer. Employer and employee contributions are combined and used to purchase 
shares in one or more of the seven accounts of the Minnesota Supplemental Investment Fund. For 
administering the plan, PERA receives 2% of employer contributions and twenty-five hundredths of 
one percent (0.25%) of the assets in each member's account annually. 

Contributions during 2025 were $0 for both the employer and for the employee. Contributions during 
2024 were $210 for both the employer and for the employee.  
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9. Other Postemployment Benefits  

Plan Description (Pay as You Go Method) 

The Commission provides health care and dental insurance benefits for retired Commission 
employees. Commission employees become eligible for such benefits upon retirement. 

During the year ended December 31, 2025 and 2024, the Commission expended approximately 
$841,177 and $903,770, respectively, on benefits. At the January 1, 2025 valuation date, the 
following employees were covered by the benefit terms: 

Inactive employees and beneficiaries currently  
receiving benefits   97  

Active employees   42  
     

Total   139  
 

Actuarial Assumptions 

The following assumptions were used in the valuation of the total OPEB liability at December 31, 
2025 and 2024: 

   2025  2024 
      
 Measurement date  December 31, 2025  December 31, 2024 
 Actuarial valuation date  January 1, 2025  January 1, 2023 
 

Discount rate  
4.83% using 20-year tax exempt 

municipal bond rate 
 4.08% using 20-year tax 

exempt municipal bond rate 
 Inflation rate  2.50%  2.50% 
 Salary increases including 

inflation  2.75% 
 

2.75% 
 

Total OPEB Liability 

Changes in the total OPEB liability for 2025 and 2024 is as follows: 

  
Total OPEB 

Liability 
    
Balance as of December 31, 2023  $ 16,128,037 

Changes for the year:    
Service cost   296,223 
Interest cost   520,818 
Effect of economic/demographic gains or losses   - 
Effect of assumptions changes or inputs   (1,500,242) 
Benefit payments   (903,770) 

Net changes   (1,586,971) 
    

Total OPEB Liability, December 31, 2024  $ 14,541,066 
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Total OPEB 

Liability 
 

Changes for the year:    
Service cost  $ 231,054 
Interest cost   584,152 
Effect of economic/demographic gains or losses   136,767 
Effect of assumptions changes or inputs   (884,344) 
Benefit payments   (918,493) 

Net changes   (850,864) 
    

Total OPEB Liability, December 31, 2025  $ 13,690,202 

 
OPEB Liability Sensitivity 

The following presents the Commission's total OPEB liability calculated using the discount rate of 
4.83% in 2025 (4.08% in 2024) as well as the liability measured using 1% lower and 1% higher than 
the current discount rate. 

  1% Decrease   Current  1% Increase  

 
December 31, 2025  $ 15,376,778  $ 13,690,202  $ 12,279,790 
December 31, 2024   16,403,252   14,541,066   12,994,705 

 
The following presents the total OPEB liability of the Commission, as well as what the Commission's 
total OPEB liability would be if it were calculated using healthcare cost trend rates that are 1% lower 
and 1% higher than the current health cost rate. 

  1% Decrease  Current  1% Increase 

 
December 31, 2025  $ 12,233,656  $ 13,690,202  $ 15,464,814 
December 31, 2024   12,833,644   14,541,066   16,646,506 

 
OPEB Expense and Deferred Outflows and Inflows of Resources 

For the year ended December 31, 2025 and 2024, the Commission recognized OPEB expense 
(revenue) of $(630,546) and $(456,696), respectively. As of December 31, 2025, the Commission 
reported deferred inflows and outflows related to OPEB from the following sources: 

  

Deferred 
Outflows of 
Resources  

Deferred 
Inflows of 
Resources 

 
Differences between expected and actual experience  $ 101,699  $ 206,718 
Changes of assumptions   19,912   2,122,601 

  $ 121,611  $ 2,329,319 

 
  

April 14th, 2026 Hibbing Public Utilities Commission Page 43 of 126



Public Utilities Commission 
Notes to Financial Statements 
December 31, 2025 and 2024 

34 

As of December 31, 2024, the Commission reported deferred inflows and outflows related to OPEB 
from the following sources: 

Deferred 
Outflows of 
Resources 

Deferred 
Inflows of 
Resources 

Differences between expected and actual experience $ - $ 846,361 
Changes of assumptions  674,169  2,733,691 

  $ 674,169 $ 3,580,052 

Amounts reported as deferred inflows of resources related to OPEB will be recognized in the OPEB 
expense as follows: 

Years ending December 31: 
2026  $ (1,429,936) 
2027  (605,256) 
2028  (172,516) 
2029 -
Thereafter -

10. Joint Venture - Component Unit

The Commission entered into a joint venture with the Virginia Public Utilities Commission to form the
Laurentian Energy Authority, LLC (Authority). The Authority is a limited liability company created under
Minnesota Statutes, Sections 452.25 and 471.59 and was organized on January 31, 2005, under
Minnesota Statutes Chapter 322B. The Authority was created to supply 35 MW of new biomass fueled
electricity to Northern States Power Company, an operating subsidiary of Xcel Energy, as well as to
supply steam to existing customers of the Hibbing and Virginia Public Utilities Commissions.

In 2018 the Authority entered into a termination agreement with Northern States Power to cease providing
bio massed produced power to Northern States Power.

In August 2023, the Commission purchased the remaining 50% ownership interest from the Virginia
Public Utilities Commission due to the operational benefit the remaining partnership assets had for the
Commission's biomass operations.

As of December 31, 2025 and 2024, the equity of the operations of the Authority are $731,444 and
$812,882, respectively.

Complete financial statements of the Authority can be obtained from the Commission's Director of
Finance. At December 31, 2025 and 2024, the balances of the Authority are blended into the financial
statements of the Commission.
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11. Subsequent Events

The Commission evaluated subsequent events through   the date that the financial statements were
available to be issued, for events requiring recording or disclosure in the financial statements.

On March 1, 2026, the Commission entered into a gas supply agreement with the Minnesota Municipal
Gas Agency, d/b/a Minnesota Community Energy to purchase a defined amount of monthly gas supply
beginning November 1, 2026 and continuing through October 31, 2056, unless earlier terminated, at a
discount of no less than 36 cents per MMBtu. This transaction is expected to provide gas cost savings to
the Commission of approximately $2.5 million over the first discounted period, November 2026 through
July 2035.
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2018 2019 2020 2021 2022 2023 2024 2025

Total OPEB Liability
Service cost 487,215$          383,407$          561,246$          597,214$          623,529$          276,170$          296,223$          231,054$          
Interest 714,998            787,841            531,232            456,552            429,946            610,696            520,818            584,152            
Effect of plan changes -                        -                        -                        -                        -                        -                        -                        
Effect of economic/demographic gains or (losses) -                        (3,616,791)        -                        (1,100,781)        -                        (453,865)           -                        136,767            
Effect of assumption changes or inputs (1,844,377)        3,292,183         1,882,985         181,569            (4,289,364)        30,279              (1,500,242)        (884,344)           
Benefit payments (827,000)           (820,675)           (881,213)           (845,235)           (804,734)           (942,596)           (903,770)           (918,493)           

Net change in total OPEB liability (1,469,164)        25,965              2,094,250         (710,681)           (4,040,623)        (479,316)           (1,586,971)        (850,864)           

Total OPEB Liability, Beginning 20,707,606       19,238,442       19,264,407       21,358,657       20,647,976       16,607,353       16,128,037       14,541,066       

Total OPEB Liability, Ending 19,238,442$     19,264,407$     21,358,657$     20,647,976$     16,607,353$     16,128,037$     14,541,066$     13,690,202$     

Payroll for the Measurement Period 5,440,813$       4,967,680$       4,592,402$       4,407,245$       4,576,939$       5,410,488$       5,549,307$       6,149,487$       

Total OPEB Liability as a % of Employee Payroll 353.59% 387.79% 464.87% 468.27% 362.85% 298.09% 262.03% 222.62%

Note:
The Commission implemented the provisions of GASB Statement No. 75 in the year ending December 31, 2018. This schedule is

2018 2019 2020 2021 2022 2023 2024 2025

Changes in assumptions:
Discount rate 4.10% 2.74% 2.12% 2.06% 3.72% 3.26% 4.08% 4.83%

In 2023, the assumption related to inflation changed from 2.60% to 2.50%.

The Commission does not have a formal funding policy and does not calculate a Actuarially Determined Contribution (ADC)
as such the disclosure of a schedule of contributions is not required.

The Commission does not have funds placed in a trust to offset the total OPEB liability. As such a schedule of investment
returns is not required.

intended to present a 10-year trend information. Additional years will be added as they become available. Changes to significant assumptions are as 
follows:

Public Utilities Commission
Schedule of Changes in the Commission's Total OPEB Liability and Related Ratios and Notes
Years Ended December 31, 2025 and 2024
(Unaudited)

See notes to required supplementary information
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Schedule of Employer's Share of Net Pension Liability and Schedule of Employer Contributions and Notes - 
  Public Employees Retirement Association (PERA)
Years Ended December 31, 2025 and 2024
(Unaudited)

Fiscal Year End

Commission's 
Proportion of the 

Net Pension 
Liability

Commission's 
Proportionate Share 
of the Net Pension 

Liability

State's 
Proportionate Share 
of the Net Pension 
Liability Associated 

With the 
Commission Total

Commission's 
Covered Payroll

Commission's 
Proportionate 

Share of the NPL 
(asset) as a 

Persentage of its 
Covered Payroll

Plan Fiduciary Net 
Position as a 

Percentage of the 
Total Pension 

Liability

6/30/2025 0.0674% 2,232,991$              53,867$                  2,286,858$          6,149,487$                  36% 90.80%
6/30/2024 0.0679% 2,508,776                64,872                    2,573,648            5,549,307                  45% 89.10%
6/30/2023 0.0622% 3,478,154                95,859                    3,574,013            4,756,870                  73% 83.10%
6/30/2022 0.0585% 4,633,219                135,798                  4,769,017            4,449,229                  104% 76.70%
6/30/2021 0.0605% 2,538,621                78,965                    2,617,586            4,574,751                  55% 63.16%
6/30/2020 0.0650% 3,897,047                120,163                  4,017,210            4,636,325                  84% 79.06%
6/30/2019 0.0696% 3,848,028                119,661                  3,967,689            4,925,725                  78% 80.23%
6/30/2018 0.0780% 4,327,120                141,834                  4,468,954            5,242,301                  83% 79.53%
6/30/2017 0.0855% 5,458,264                68,646                    5,526,910            5,515,110                  99% 75.90%
6/30/2016 0.0907% 7,364,392                96,093                    7,460,485            5,425,759                  136% 68.91%

Schedule of Employer's Contributions
Years Ended June 30, 2025 and 2024

Calendar Year End

Statutorily 
Required 

Contribution

Contributions in 
Relation to the 

Statutorily Required 
Contribution

Contribution 
Deficiency (Excess)

Commission's 
Covered Payroll

Contributions as a 
Percentage of 

Covered-Employee 
Payroll

2025 469,421$                 469,421$                   -$                             6,294,594$            7.50%
2024 427,487                   427,487                     -                               5,707,086              7.50%
2023 389,966                   389,966                     -                               5,410,488              7.20%
2022 343,997                   343,997                     -                               4,576,939              7.50%
2021 322,630                   322,630                     -                               4,452,624              7.50%
2020 345,036                   345,036                     -                               4,601,631              7.50%
2019 361,207                   361,207                     -                               4,816,386              7.50%
2018 377,111                   377,111                     -                               5,028,369              7.50%
2017 410,463                   410,463                     -                               5,457,721              7.50%
2016 415,642                   415,642                     -                               5,541,887              7.50%

Public Utilities Commission

See notes to required supplementary information
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Changes in Assumptions and in Benefit Terms 

2025 Changes 

Changes in Actuarial Assumptions: 

The combined service annuity loading factors increased from 15% to 19% for vested terminated 
members and from 3% to 44% for non-vested, terminated members. 

The assumed post-retirement benefit increase changed from 1.25% to 1.5%. 

Changes in Plan Provisions: 

The post-retirement benefit increase formula changed to 100% of the Social Security annual 
increase, between 1% and 1.75% , beginning January 1, 2026. If the funded ratio (on a market 
value of assets basis) is less than 85% for the last two consecutive annual valuations or is less 
than 80% in the most recent actuarial valuation, the maximum is reduced to 1.5%. Previously, the 
benefit increase was 50% of the Social Security annual increase, between 1% and 1.5%. 

The 1% additional employer contribution is eliminated when the plan reaches 98% funded status 
(on an actuarial value of assets basis); this contribution was previously scheduled to stop when 
the plan reached 100% funded status.  

2024 Changes 

Changes in Actuarial Assumptions: 

Rates of merit and seniority were adjusted, resulting in slightly higher rates. 

Assumed rates of retirement were adjusted as follows: increase the rate of assumed unreduced 
retirements, slight adjustments to Rule of 90 retirement rates and slight adjustments to early 
retirement rates for Tier 1 and Tier 2 members. 

Minor increase in assumed withdrawals for males and females. 

Lower rates of disability. 

Continued use of Pub-2010 general mortality table with slight rate adjustments as recommended 
in the most recent experience study. 

Minor changes to form of payment assumptions for male and female retirees. 

Minor changes to assumptions made with respect to missing participant data.  

Changes in Plan Provisions: 

The workers' compensation offset for disability benefits was eliminated. The actuarial equivalent 
factors updated to reflect the changes in assumptions. 

2023 Changes 

Changes in Actuarial Assumptions: 

The investment return assumption and single discount rate were changed from 6.5% to 7.0%. 
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Changes in Plan Provisions: 

An additional one-time direct state aid contribution of $170.1 million will be contributed to the Plan 
on October 1, 2023. 

The vesting period of those hired after June 30, 2010, was changed from five years of allowable 
service to three years of allowable service. 

The benefit increase delay for early retirements on or after January 1, 2024, was eliminated. 

A one-time, noncompounding benefit increase of 2.5% minus the actual 2024 adjustment will be 
payable in a lump sum for calendar year 2024 by March 31, 2024. 

2022 Changes 

Changes in Actuarial Assumptions: 

The mortality improvement scale was changed from Scale MP-2020 to Scale MP-2021. 

Changes in Plan Provisions: 

There were no changes in plan provisions since the previous valuation. 

2021 Changes 

Changes in Actuarial Assumptions: 

The investment return and single discount rates were changed from 7.5% to 6.5% for financial 
reporting purposes. The mortality improvement scale was changed from Scale MP-2019 to Scale 
MP-2020. 

Changes in Plan Provisions: 

There were no changes in plan provisions since the previous valuation. 

2020 Changes 

Changes in Actuarial Assumptions: 

The price inflation assumption was decreased from 2.5% to 2.25%. The payroll growth 
assumption was decreased from 3.25% to 3.0%. 

Assumed salary increase rates were changed as recommended in the June 30, 2019 experience 
study. The net effect is assumed rates that average .25% less than previous rates. 

Assumed rates of retirement were changed as recommended in the June 30,2019 experience 
study. The changes result in more unreduced (normal) retirements and slightly fewer Rule of 90 
and early retirements. 

Assumed rates of termination were changed as recommended in the June 30, 2019 experience 
study. The new rates are based on service and are generally lower than the previous rates for 
years 2-5 and slightly higher thereafter. 

Assumed rates of disability were changed as recommended in the June 30, 2019 experience 
study. The change results in fewer predicted disability retirements for males and females. 
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The base mortality table for healthy annuitants and employees was changed from the RP-2014 
table to the Pub-2010 General Mortality table, with adjustments. The base mortality table for 
disable annuitants was changed from the RP-2014 disabled annuitant mortality table to the 

PUB-2010 General/teacher disabled annuitant mortality table, with adjustments. 

The mortality improvement scale was changed from Scale MP-2018 to Scale MP-2019. 

The assumed spouse age difference was changed from two years older for females to one year 
older. 

The assumed number of male new retirees electing the 1.00% Joint and Survivor option changed 
from 35% to 45%. The assumed number of married female new retirees electing the I00% Joint & 
Survivor option changed from 15% to 30%. The corresponding number of married new retirees 
electing the Life annuity options was adjusted accordingly. 

Changes in Plan Provisions: 

Augmentation for current privatized members was reduced to 2.0% for the period July 1, 2020 
through December 21, 2023 and 0.0% after. Augmentation was eliminated for privatization 
occurring after June 30, 2020. 

2019 Changes 

Changes in Actuarial Assumptions: 

The mortality projection scale was changed from MP-2017 to MP-2018.  

Changes in Plan Provisions: 

The employer supplemental contribution was changed prospectively, decreasing from $31 million 
to $21 million per year. The State's special funding contribution was changed prospectively, 
requiring $16 million due per year through 2031. 

2018 Changes 

Changes in Actuarial Assumptions: 

The mortality projection scale was changed from MP-2015 to MP-2017. 

The assumed benefit increase was changed from 1.0% per year through 2044 and 2.5% per year 
thereafter to 1.25% per year. 

Changes in Plan Provisions: 

The augmentation adjustment in early retirement factors is eliminated over a five-year period 
starting July 1, 2019, resulting in actuarial equivalence after June 30, 2024.  

Interest credited on member contributions decreased from 4% to 3%, beginning July 1, 2018.  

Deferred augmentation was changed to 0.00%, effective January 1, 2019. Augmentation that has 
already accrued for deferred members will still apply. 

Contribution stabilizer provisions were repealed.  
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Annual increases were changed from 1% per year with a provision to increase to 2.5% upon 
attainment of 90% funding ratio to 50% of the Social Security Cost-of Living Adjustment, not less 
than 1% and not more than 1.5%, beginning January 1, 2019.  

For retirements on or after January 1, 2024, the first benefit increase is delayed until the retiree 
reaches normal retirement age; does not apply to Rule of 90 retirees, disability benefit recipients 
or survivors.  

Actuarial equivalent factors were updated to reflect revised mortality and interest assumptions. 

2017 Changes 

Changes in Actuarial Assumptions: 

The Combined Service Annuity (CSA) loads were changed from 0.8% for active members and 
60% for vested and nonvested members. The revised CSA loads are now 0.0% for active 
member liability, 15.0% for vested deferred member liability and 3.0% for nonvested deferred 
member liability. 

The assumed postretirement benefit increase rate was changed from 1.0% per year for all years 
to 1.0% per year through 2044 and 2.5% per year thereafter. 

Changes in Plan Provisions: 

The State's contribution for the Minneapolis Employees Retirement Fund equals $16.0 million in 
2017 and 2018 and $6.0 million thereafter. 

The Employer Supplemental Contribution for the Minneapolis Employees Retirement Fund 
changed from $21,000,000 to $31,000,000 in calendar years 2019 to 2031. The State's 
contribution changed from $16,000,000 to $6,000,000 in calendar years 2019 to 2031. 

2016 Changes 

Changes in Actuarial Assumptions: 

The assumed postretirement benefit increase rate was changed from 1.0% per year through 2035 
and 2.5% per year thereafter to 1.0% per year through 2035 and 2.5% per year for all years. 

The assumed investment return was changed from 7.9% to 7.5%. The single discount rate was 
changed from 7.9% to 7.5%.  

Other assumptions were changed pursuant to the experience study dated June 30, 2015. The 
assumed future salary increases, payroll growth and inflation were decreased by 0.25% to 3.25% 
for payroll growth and 2.5% for inflation. 

Changes in Plan Provisions: 

There were no changes in plan provisions since the previous valuation. 
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Year Ended December 31, 2025
Electric Steam Gas Water Total

Operating Revenue
Charges for services 18,068,907$      2,311,812$        8,125,800$        2,827,613$        31,334,132$      
Other operating revenues 310,617             98,275 75,035 96,969 580,896             

Total operating revenues 18,379,524        2,410,087          8,200,835          2,924,582          31,915,028        

Operating Expenses
Operation and maintenance 16,345,620        2,564,532          5,155,677          1,487,679          25,553,508        
Depreciation/amortization 4,074,058          1,054,172          407,583             844,990             6,380,803          

Total operating expenses 20,419,678        3,618,704          5,563,260          2,332,669          31,934,311        

Operating income (loss) (2,040,154)$       (1,208,617)$       2,637,575$        591,913$           (19,283)$            

Year Ended December 31, 2024
Electric Steam Gas Water Total

Operating Revenue
Charges for services 17,237,531$      2,227,237$        7,706,682$        3,079,224$        30,250,674$      
Other operating revenues 321,949             98,087 80,623 104,498             605,157             

Total operating revenues 17,559,480        2,325,324          7,787,305          3,183,722          30,855,831        

Operating Expenses
Operation and maintenance 15,847,846        2,405,133          4,971,322          1,623,766          24,848,067        
Depreciation/amortization 3,335,702          990,250             391,512             710,701             5,428,165          

Total operating expenses 19,183,548        3,395,383          5,362,834          2,334,467          30,276,232        

Operating income (loss) (1,624,068)$       (1,070,059)$       2,424,471$        849,255$           579,599$           

Public Utilities Commission
Schedule of Departmental Revenues and Expenses (Unaudited)

       Years Ended December 31, 2025 and 2024
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INDEPENDENT AUDITOR’S REPORT  
ON MINNESOTA LEGAL COMPLIANCE 

To the Members of the Commission 
Public Utilities Commission  
Hibbing, Minnesota 

We have audited the accompanying financial statements of the single-enterprise proprietary fund activity of the Public 
Utilities Commission (the Commission), a component unit of the City of Hibbing, Minnesota, as of and for the year ended 
December 31, 2025, and the related notes to the financial statements which collectively comprise the Commission’s basic 
financial statements, and have issued our report thereon dated NEED DATE. 

In connection with our audit, nothing came to our attention that caused us to believe that the Commission failed to 
comply with the provisions of the contracting and bidding, deposits and investments, conflicts of interest, public 
indebtedness, claims and disbursements, miscellaneous provisions of the Minnesota Legal Compliance Audit Guide for 
Cities, promulgated by the State Auditor pursuant to Minn. Stat. § 6.65. However, our audit was not directed primarily 
toward obtaining knowledge of such noncompliance.  Accordingly, had we performed additional procedures, other 
matters may have come to our attention regarding the Commission’s noncompliance with the above referenced 
provisions, insofar as they relate to accounting matters.   

This report is intended solely for the information and use of those charged with governance and management of the 
Commission and the State Auditor and is not intended to be, and should not be, used by anyone other than these specified 
parties. 

Abdo 
NEED DATE 
Minneapolis, Minnesota 

DRAFT
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON  
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE  
WITH GOVERNMENT AUDITING STANDARDS 

To the Members of the Commission 
Public Utilities Commission  
Hibbing, Minnesota 

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of 
the United States, the financial statements of the single-enterprise proprietary fund activity of the Public Utilities 
Commission (the Commission), a component unit of the City of Hibbing, Minnesota, as of and for the years ended 
December 31, 2025 and December 31, 2024, and the related notes to the financial statements, which collectively 
comprise the Commission’s basic financial statements, and have issued our report thereon dated Need Date. 

 
Report on Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Commission’s internal control over 
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances 
for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion 
on the effectiveness of the Utilities’ internal control. Accordingly, we do not express an opinion on the effectiveness of the 
Utilities’ internal control.  

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, 
in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely 
basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a 
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected 
and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was 
not designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies. 
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be 
material weaknesses. However, material weaknesses may exist that have not been identified. 

Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Commission's financial statements are free from material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could have a direct and material effect on the financial statements. However, 
providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not 
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters which are 
required to be reported under Government Auditing Standards. 

DRAFT
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Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results 
of that testing, and not to provide an opinion on the effectiveness of the Commission’s internal control or on compliance. 
This report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the 
Commission’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose. 

Abdo 
Minneapolis, Minnesota 
NEED DATE 

 

DRAFT
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Item 2.A – Capital Overview 

April 14th, 2026 

James Bayliss  

Commission Chair 

1902 E. 6th Avenue 

Hibbing, MN 55746 

RE: Item 2.A – Updated Capital Improvement Plan Overview

Dear Commissioners; 

The purpose of this agenda item is to introduce an updated draft five-year Capital Improvement Plan (CIP) 

for review, discussion and direction. Specifically, the discussion is intended to: 

• Orient Commissioners to how the information in the is organized.

• Provide information necessary for the Commission evaluate and steer the plan prioritization, pace

and timing.

• Prepare the Commission with the building blocks necessary for final action on the 2026 CIP and

its associated Budget at an upcoming meeting.

Toward that end, the updated CIP provides a more granular look at projects previously prioritized and are 

in progress, and projects proposed by staff to be initiated during 2026. The updated CIP also provides a 

more comprehensive forecast for projects proposed to be executed in 2027 and 2028 and is rounded-out 

with prioritized project place holders to consider for 2029 and beyond. 

Staff used the following primary factors to prioritize proposed projects proposed in the updated CIP: 

1. An arising need for a more focused and prioritized effort toward regulatory compliance

requirements regarding federal lead and copper rules.

2. Continuing and enhanced efforts to coordination HPU project with City of Hibbing.

3. Continuing updates to HPU assets that are beyond their functional life to improve the financial

efficiency of utility operations.

4. Strategic initiatives to promote operational diversity, security and resilience across the Utility to

ensure future success.

Thank you for considering this item and for your feedback and direction. 

Sincerely; 

Paul Skubinna 
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Water Lead and Copper Compliance

CIP Project # CC Project Name 2026 2027 2028 2029 2030
OF0002.2 * E 23rd Street Water - Phase 2 1,696,000$                         
OF0002.0 Annual Hydrant & Valve Replacement 1,124,000$                         1,248,000$   1,248,000$           1,248,000$         1,248,000$      
OF0002.1 30" Water Main Rehab Phase 3 1,099,000$                         
OF0008.1 * W 40th St (Cobb Cook) - New Haven  Drive Housing Development 241,695$                             1,611,300$   
Not Assigned * E 25th Street Phase 1 - 1st Ave to E 7th Ave 219,000$                             1,914,000$   
Not Assigned * E 25th Street Phase 2 - E 7th Ave to 169 219,000$                             1,914,360$           
OF0002.3 * Greenhaven Phase 1 - 2nd Ave East Extension 291,000$       2,542,000$           
OF0008.0  W Wegner Road to E 19th Ave - Water Main Extension 197,000$       1,723,000$           
Not Assigned * Greenhaven Phase 2 524,520$               4,590,000$         
Not Assigned 2nd Avenue W 501,528$               4,388,000$         
Not Assigned * 3rd Ave E 276,000$               2,415,000$         
Not Assigned * Kitzville 483,408$             4,230,000$      
Not Assigned Kelly Lake 808,800$             7,077,000$      
Not Assigned 7th Ave E 2,500,000$      
Not Assigned 9th Avenue E 2,480,400$      
Not Assigned 19th Avenue E 5,786,600$      
Not Assigned Visual Well Inspections 25,000$                               25,000$         25,000$                 25,000$               

Water Distribution and Storage Subtotal 4,598,695$                         5,261,300$   8,729,408$           13,933,208$      15,055,000$    

OF0001.0 2023 Southside Water Treatment Plant Improvements 1,143,000$                         
Water Pumping and Treatment Plant Subtotal 1,143,000$                         -$                 -$                         -$                       -$                     

OF0003.0 Pb & Cu Compliance Block 4th Ave E 2100-2200 & 4th Ave W 2000-2100 3,450,000$                         
OF0003.1 Pb & Cu Compliance - Corrosion Control 38,750$                               407,000$       
OF0003.2 * Pb & Cu Compliance - 2026 Annual Service Line Potholing 220,000$                             320,000$       320,000$               320,000$             320,000$          
Not Assigned * Annual Lead Water Main & Service Line Replacement 2,500,000$   2,500,000$           2,500,000$         2,500,000$      

Lead and Copper Compliance Subtotal 3,708,750$                         3,227,000$   2,820,000$           2,820,000$         2,820,000$      

Water Distribution  & Storage Improvments
Water Pumping & Treatment Plan Improvements

Water Unscheduled Development
Water Utility Capital Improvement Plan

HIBBING PUBLIC UTILITIES                                                                                                                                                      
2026-2030 WATER CAPITAL IMPROVEMENT PLAN

4/10/2026
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Water Lead and Copper Compliance

CIP Project # CC Project Name 2026 2027 2028 2029 2030

Water Distribution  & Storage Improvments
Water Pumping & Treatment Plan Improvements

Water Unscheduled Development
Water Utility Capital Improvement Plan

HIBBING PUBLIC UTILITIES          
2026-2030 WATER CAPITAL IMPROVEMENT PLAN

Not Assigned * Unscheduled Development 500,000$      500,000$       500,000$      500,000$      500,000$     
Not Assigned Highland Hills Development

Unscheduled Development Subtotal 500,000$      500,000$       500,000$      500,000$      500,000$     

9,950,445$     8,988,300$   12,049,408$     17,253,208$     18,375,000$    Water Utility Total

4/10/2026
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Gas Distribution 
Gas Unscheduled Development

CIP Project # CC Project Name 2026 2027 2028 2029 2030
OF0009.1 Gas Distribution Model 100,000$                 
OF0008.1 * W 40th St (Cobb Cook) - New Haven Drive Housing Development - Gas Extension250,000$                 
Not Assigned Annual Gas Main Improvements 400,000$                    400,000$                    400,000$                 400,000$                 

Gas Distribution Subtotal 350,000$                  400,000$                      400,000$                      400,000$                  400,000$                  

Not Assigned * Unscheduled Development 350,000$                 350,000$                    350,000$                    350,000$                 350,000$                 
Not Assigned Highland Hills Development TBD
Not Assigned Forest Heights Development 200,000$                 

Unscheduled Development Total

1,250,000$              1,150,000$                 1,150,000$                 1,150,000$              1,150,000$              

Gas Capital Improvement Plan 

Gas Utility Total

HIBBING PUBLIC UTILITIES                                                                                                                                                      
2026-2030 GAS CAPITAL IMPROVEMENT PLAN
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Electic Distribution 
Electic Generation
Electric Unscheduled Development
Transmission

CIP Project # CC Project Name 2026 2027 2028 2029 2030
Not Assigned RO System 1,500,000$      
Not Assigned Boiler 4, Feedwater & Routine Upgrades 1,000,000$      
Not Assigned Plant Electrical 250,000$          250,000$     250,000$        250,000$      250,000$          
Not Assigned Turbine Major Overhaul 2,000,000$      1,500,000$        2,000,000$      
Not Assigned Biomass Fuel Handling
Not Assigned LandFill Solar 

2,750,000$     2,250,000$     250,000$    1,750,000$     2,250,000$    

OF0010.3 Annual Lighting Replacements 100,000$          100,000$     100,000$        100,000$      100,000$     
OF0010.0 Vegetation Management 300,000$          250,000$     250,000$        250,000$      250,000$          
OF0004.2 Beltline Substation Reconstruction 2,000,000$     
OF0004.3 Feeder 15 Phase 2 & 3 - 2400V to 13.8KV Conversion 1,000,000  500,000$     
OF0004.1 Feeder 80&81 - 4160V to 13.8KV Conversion 325,000$          
OF0004.0 Feeder 61&70  - 2400V to 13.8KV Conversion 125,000$          
Not Assigned * E 25th Street Phase 1 - Underground Lighting 30,000$      300,000$     
OF0004.4 Feeder 1 Recabling 175,000$          
Not Assigned * E 25th Street Phase 2 - Underground Lighting 30,000$      300,000$        
Not Assigned W 40th St (Cobb Cook) - New Haven Development 100,000$          150,000$     
Not Assigned * Greenhaven Phase 1 - Underground Lighting 15,000$       100,000$        
Not Assigned Industrial Road & E 19th St - Vaults & Switch 250,000$     250,000$        
Not Assigned Wegener Sub - 4KV to 13.8KV Conversion 100,000$     400,000$        
Not Assigned LED Street Light Conversion 1,000,000$      
Not Assigned Decomission Gas Plant Substations 500,000$     
OF0004.3 Feeder 15 Phase 4 & 5 - 2400V to 13.8KV Conversion 500,000$        
Not Assigned * Greenhaven Phase 2 - Underground Lighting 45,000$      300,000$      
Not Assigned Voltage Conversion Feeder TBD 500,000$      
Not Assigned Voltage Conversion Feeder TBD 500,000$          

4,185,000$       3,165,000$        1,945,000$     1,150,000$          850,000$     

Power Capital Improvement Plan

Generation Subtotal

Distribution Subtotal

HIBBING PUBLIC UTILITIES          
2026-2030 ELECTRIC CAPITAL IMPROVEMENT PLAN
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Electic Distribution 
Electic Generation
Electric Unscheduled Development
Transmission

CIP Project # CC Project Name 2026 2027 2028 2029 2030
Power Capital Improvement Plan

HIBBING PUBLIC UTILITIES          
2026-2030 ELECTRIC CAPITAL IMPROVEMENT PLAN

OF0005 Southern Interconnect 11,173,000$    7,448,400$       
11,173,000$    7,448,400$     -$    -$  -$    

Not Assigned Highland Hills Development
Not Assigned DER Interconnect Upgrades 25,000$      25,000$       25,000$      25,000$         25,000$      

26,656,000$    20,101,800$     3,265,000$     1,975,000$     1,375,000$     

33,591,000$    25,516,800$     5,460,000$     4,875,000$     4,475,000$     Power Utility Total 

Unscheduled Development Subtotal

Transmission Subtotal
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Steam Distribution
 Steam Unscheduled Development

CIP Project # CC Project Name 2026 2027 2028 2029 2030
OF0002.2 * E 23rd Street Steam - Phase 2 374,000$           
Not Assigned * E 25th Street Phase 1 27,500$             289,000$       
Not Assigned * E 25th Street Phase 2 206,000$           2,160,000$           
OF0006.1 E 19th St & S 7th Ave E Steam Condensate Rehab 1,323,000$      
Not Assigned Annual Steam Maintenance Replacements 500,000$           500,000$       500,000$               500,000$             500,000$           
OF0006.0 Industrial Road & E 19th St 1,529,903$   1,529,903$           
Not Assigned 2029 Steam TBD Project 1,500,000$         
Not Assigned 2030 Steam TBD Project 1,500,000$       
OF0006.2 24th Street Condensate Vault & Memorial Building Service 250,000$           
OF0006.3 Warehouse Steam & Condensate Repair 80,000$             

OF0008.5 1810 1st Ave Steam Service Extension 70,000$             
Not Assigned Highland Hills Development

2,830,500$      2,318,903$   4,189,903$           2,000,000$         2,000,000$       

Steam Capital Improvement Plan 

Steam Utility Total 

HIBBING PUBLIC UTILITIES                                                                                                                                                      
2026-2030 STEAM CAPITAL IMPROVEMENT PLAN
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Plans & Studies
Facilities Upgrades & Major Maintenance
Fleet & Equipment 

CIP Project # CC Project Name 2026 2027 2028 2029 2030
OF0009.1 Distribution Modelling - Gas & Electric 200,000$        
OF0009.0 Water, Gas & Electric Meter AMI Upgrade 2,072,055$         

Fleet Lease and Purchase 240,000$        240,000$           240,000$           240,000$        240,000$        
Not Assigned * Facilities - Upgrades and Major Maintenance 3,000,000$         2,000,000$       2,000,000$       2,000,000$         2,000,000$         
Not Assigned IT7 Communications 1,000,000$         

6,512,055$     2,240,000$     2,240,000$     2,240,000$     2,240,000$     

Admin Capital Improvement Plan 

Admin Total

HIBBING PUBLIC UTILITIES          
2026-2030 ADMIN CAPITAL IMPROVEMENT PLAN
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Item 2.B 
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Item 2.B – Project Approval Needed   

 

April 14th, 2026 

James Bayliss  

Commission Chair 

1902 E. 6th Avenue 

Hibbing, MN 55746 

RE: Item 2.B – Project Approvals Needed 

Dear Commissioners; 

The purpose of this agenda item is to introduce and prepare the Commission to consider final action on 

project-related approvals that will be requested at the upcoming meeting.  

Three project-related approvals will be requested regarding two projects that are currently underway.  

1. Cobb/Cook - New Haven Drive Phase 1 (Office File 0008.1) housing development Cooperative 

Project Agreement.  

2. 23rd Street Water and Steam Improvements Phase 2 (OF0002.2) construction contract low bid 

with additive alternative. 

3. 23rd Street Water and Steam Improvements Phase 2 (OF0002.2) Cooperative Project Agreement. 

As alluded to by the proposed Cooperative Project Agreements, both subject projects are being 

coordinated with City of Hibbing development and road maintenance projects.  

Bids to extend West 40th Street to service the New Haven housing development were opened in late 

March. Total low project bid was $786,838.24. Per the draft Cooperative Project Agreement for New 

Haven Phase 1 enclosed, HPU’s primary responsibility would be the cost to install street lighting 

appurtenances in conjunction with new street construction. The proposed HPU share would be 

$66,957.50. 

Bids for the 23rd Street project were opened and tabulated on April 7, 2026. The project includes water 

main crossing replacements, steam crossing and vault maintenance, storm sewer updates and street 

reconstruction. Total bids were $2,334,675.05 and $2,337,661.00 with an additive alternative for steam 

vault maintenance in the amount of $92,280.00 and 103,773.00, respectively. The Cooperative Project 

Agreement and our Engineer’s recommendation regarding the bid results are both being drafted; 

however, HPU expected portion will be approximately $1.2M and is within proposed project budget 

including the additive alternate.  

Thank you for your consideration.  

Sincerely; 

 

Paul Skubinna 
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CITY OF HIBBING, MINNESOTA  
AND 

HIBBING PUBLIC UTILITIES, MINNESOTA 
 

COOPERATIVE PROJECT AGREEMENT  
 

 
THIS COOPERATIVE PROJECT AGREEMENT (“Cooperative Agreement”) is made 

effective as of the 2nd day of April, 2026 by and between the City of Hibbing, Minnesota acting 
through its City Council (“City”) and the Hibbing Public Utilities, Minnesota (“Utility”) acting 
through its Board of Commissioners in response to the following situation: 
 

A. The City, with a resolution of support from the Utility, may award a contract for 
construction of a municipal project within City limits that includes work on Utility 
jurisdictional infrastructure (electric, gas, steam, and watermain).  The project includes the 
full street construction of  New Haven Drive – Phase 1 according to the plans and 
specifications prepared by LHB. 

 
B. The City and Utility have mutually agreed that the completion of said 
improvements jointly as one project is cost effective and efficient for both parties. 

 
 

C. The City will pay all the costs of the Project, not including Street Lighting, and 
associated engineering services.  

 
D. The Utility will pay all the costs of the Street Lighting portion of the project. 
 

 
AGREEMENT 

 
1. Term of Agreement; Survival of Terms; Plans; Incorporation of Exhibits. 

 
1.1. Effective Date. This Agreement will be effective the date all signatures are 

affixed hereto and pertains to all preliminary engineering work related to the Project 
performed prior to the Effective Date of this contract.    

 
1.2. Expiration Date. This Agreement will expire when all obligations have 

been satisfactorily fulfilled. 
 
1.3. Survival of Terms. All clauses which impose obligations continuing in 

their nature and which must survive in order to give effect to their meaning will survive 
the expiration or termination of this Agreement, including, without limitation, the 
following clauses: 3. Maintenance by the City; 8. Liability; Worker Compensation Claims; 
10. Government Data Practices; 11. Governing Law; Jurisdiction; Venue; and 13. Force 
Majeure.  
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1.4. Plans, Specifications, Special Provisions. Plans, specifications, and 
special provisions designated for the City Project and the Utility Project have been 
approved by the City Engineer and General Manager and are on file in the office of the 
City Clerk and in the office of the General Manager and are incorporated into this 
Agreement by reference (“Project Plans”).  

1.5. Exhibits. The summary of estimated construction costs for the City of 
Hibbing and Hibbing Public Utillities are shown on Exhibit A attached hereto.  

2. Contract Award and Administration.

2.1. Direction, Supervision and Inspection of Construction.

2.1.1. Supervision and Inspection by the City. The City will direct and 
supervise all construction activities performed under the construction contract for 
the Project. All contract construction will be performed according to the Project 
Plans. 

2.1.2. Supervision and Inspection by the Utility. The Utility will direct 
and supervise all construction activities performed for the Street Lighting portion 
of the project.  All contract construction will be performed according to the Project 
Plans. 

2.2. Plan Changes, Additional Construction, Etc. 

2.2.1. The City will make changes to the Project Plans and contract 
construction, which may include the Utility Project construction covered under this 
Agreement and will enter into any necessary addenda and change orders with the 
City’s contractor that are necessary to cause the contract construction to be 
performed and completed in a satisfactory manner. Any and all changes to the 
Street Lighting portion of the project that may be necessary shall be developed by 
and approved by the Utility. 

2.3. Satisfactory Completion of Contract. The City will perform all other acts 
and functions necessary to cause the construction contract to be completed in a satisfactory 
manner. Utility will determine if the construction of the Street Lighting System has been 
completed in a satisfactory manner. 

3. Maintenance by the City and Utility.  Upon completion of the Project, the City
and Utility will provide maintenance of their respective jurisdictional facilities.

4. Basis of City and Utility Cost.
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4.1. Exhibit A. Exhibit A includes all anticipated City of Hibbing costs and 
Hibbing Public Utility costs covered under this Agreement. Exhibit A includes contract 
unit prices at the time a construction contract is awarded for the Project. 

 
4.2. City Participation Costs. The City will be responsible for paying the City 

of Hibbing cost indicated on Exhibit A.  
 
4.3. Utility Participation Costs. The Utility will be responsible for paying the 

Hibbing Public Utility costs on Exhibit A. 
 
4.4. Construction Engineering Costs. The City will pay construction 

engineering costs incurred in connection with the construction engineering and 
construction supervision for the Project. 

 
 

5. City and Utility Cost and Payment by the City and Utility. 
 

5.1. Utility Cost. $66,957.50 is the Utility share of the costs of the contract 
construction for the Street Light portion of the Project as shown in Exhibit A.  

 
5.2. Payment of Utility Costs. The City Engineer shall prepare monthly partial 

payment estimates for review and approval by the General Manager prior to submittal to 
the Contractor. Upon written approval of the Utility and General Manager, the Utility will 
pay the amount approved by wire transfer within two (2) business days of the approval by 
the City. 

 
5.3. Final Payment by the City and Utility. Upon completion of all contract 

construction and upon computation of the final amount due the City's contractor, the City 
Engineer will prepare a Final Exhibit A and submit a copy to the Utility. The Final 
Exhibit A will be based on final quantities and include all City and Utility participation 
construction items. Final payment of Utility costs shall be made to the City in accordance 
with 5.2. 

 
6. Authorized Representatives.  Each party's Authorized Representative is 
responsible for administering this Agreement and is authorized to give and receive any 
notice or demand required or permitted by this Agreement. 

 
6.1. The City's Authorized Representative will be: 
 
Name/Title: Jesse Story, P.E. 
Address: 401 East 21st Street, Hibbing MN 55746 
Telephone: 218-312-1571 
E-Mail: jessestory@hibbingmn.gov 
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6.2. The Utility's Authorized Representative will be: 
 
Name/Title: Luke Peterson (or successor)      
Address: 1902 East Sixth Avenue, Hibbing, MN 55746  
Telephone: (218) 262-7759      
E-Mail: Luke.Peterson@hpuc.com     
 

7. Assignment; Amendments; Waiver; Contract Complete. 
 
7.1. Assignment. Neither party may assign or transfer any rights or obligations 

under this Agreement without the prior consent of the other parties and a written 
assignment agreement, executed and approved by the same parties who executed and 
approved this Agreement, or their successors in office. 

 
7.2. Amendments. Any amendment to this Agreement must be in writing and 

will not be effective until it has been executed and approved by the same parties who 
executed and approved the original Agreement, or their successors in office. 

 
7.3. Waiver. If a party fails to enforce any provision of this Agreement, that 

failure does not waive the provision or the party's right to subsequently enforce it. 
 
7.4. Contract Complete. This Agreement contains all prior negotiations and 

agreements between the County and the City. No other understanding regarding this 
Agreement, whether written or oral, may be used to bind either party. 
 

8. Liability; Worker Compensation Claims. 
 

8.1. Each party is responsible for its own acts, omissions and the results thereof 
to the extent authorized by law and will not be responsible for the acts and omissions of 
others and the results thereof. Minnesota Statutes Chapter 466 and other applicable law 
govern liability of the City. 

 
8.2. Each party is responsible for its own employees for any claims arising under 

the Workers Compensation Act. 
 

9. Nondiscrimination.  Provisions of Minnesota Statutes § 181.59 and of any 
applicable law relating to civil rights and discrimination are considered part of this 
Agreement. 
 
10. Government Data Practices.  The City and the Utility must comply with the 
Minnesota Government Data Practices Act, Minnesota Statutes Chapter 13, as it applies to 
all data provided under this Agreement, and as it applies to all data created, collected, 
received, stored, used, maintained, or disseminated by the County or City under this 
Agreement. The civil remedies of Minnesota Statutes §13.08 apply to the release of the 
data referred to in this clause by either the Utility or the City. 
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11. Governing Law; Jurisdiction; Venue.  Minnesota law governs the validity, 
interpretation, and enforcement of this Agreement. Venue for all legal proceedings arising 
out of this Agreement, or its breach, must be in the appropriate state or federal court with 
competent jurisdiction in St. Louis County, Minnesota. 
 
 
 
 
12. Termination; Suspension. 
 

12.1. By Mutual Agreement. This Agreement may be terminated by mutual 
agreement of the parties. 

 
12.2. Suspension. In the event of a total or partial government shutdown, the 

County may suspend this Agreement and all work, activities, and performance of work 
authorized through this Agreement. 
 

13. Force Majeure.  Neither party will be responsible to the other for a failure to 
perform under this Agreement (or a delay in performance), if such failure or delay is due 
to a force majeure event. A force majeure event is an event beyond a party's reasonable 
control, including but not limited to, unusually severe weather, fire, floods, other acts of 
God, labor disputes, acts of war or terrorism, or public health emergencies. 

 
 

[THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK] 
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 IN WITNESS WHEREOF, City has caused this Cooperative Construction Agreement to be 
executed by its duly authorized representatives. 
 
 
City of Hibbing, Minnesota 
 
 ATTEST: 
 
By:  ________________________________ 
 Its Mayor 
 ____________________________________ 
 Its City Administrator  
By:  ________________________________ 
 Its City Clerk 
 
  
  
Date  _______________________________ 
 
 
 
 

[SIGNATURES CONTINUE ON NEXT PAGE] 
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 IN WITNESS WHEREOF, Utility has caused this Cooperative Construction Agreement to 
be executed by its duly authorized representatives. 
 
Hibbing Public Utilities, Minnesota  
 
  
 
By:  ________________________________ 
 Its Board Chair 
  
 
Attest:        
 Its General Manager 
  
  
 
 
 

[END OF SIGNATURES] 
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QUANTITY COST QUANTITY COST QUANTITY COST

2021.501 MOBILIZATION LUMP SUM 54,000.00$       1 54,000.00$      0 -$                  1 54,000.00$      
-$                 

2101.501 CLEARING & GRUBBING LUMP SUM 10,000.00$       1 10,000.00$      0 -$                  1 10,000.00$      
 0 -$                 

2104.503 PAVEMENT MARKING REMOVAL LIN FT 2.75$                 68 187.00$           0 -$                  68 187.00$           
2104.502 REMOVE SIGN EACH 53.00$               1 53.00$              0 -$                  1 53.00$              
2104.502 SALVAGE CASTING EACH 400.00$            2 800.00$           0 -$                  2 800.00$           
2104.503 SAWING BITUMINOUS PAVEMENT (FULL DEPTH) LIN FT 5.00$                 107 535.00$           0 -$                  107 535.00$           
2104.503 REMOVE SEWER PIPE (STORM) LIN FT 16.00$               62 992.00$           0 -$                  62 992.00$           
2104.503 REMOVE CURB AND GUTTER LIN FT 16.00$               70 1,120.00$        0 -$                  70 1,120.00$        
2104.504 REMOVE BITUMINOUS PAVEMENT SQ YD 15.00$               109 1,635.00$        0 -$                  109 1,635.00$        
2104.518 REMOVE SIDEWALK SQ FT 3.00$                 110 330.00$           0 -$                  110 330.00$           

 0 -$                 
2106.507 EXCAVATION - COMMON (P) CU YD 10.50$              2 117 22,228.50$      0 -$                 2 117 22,228.50$      
2106.507 EXCAVATION - MUCK CU YD 13.50$              3 865 52,177.50$      0 -$                 3 865 52,177.50$      
2106.507 GRANULAR EMBANKMENT (CV) CU YD 29.00$              2 624 76,096.00$      0 -$                 2 624 76,096.00$      
2106.507 SELECT GRANULAR EMBANKMENT MOD 7% (CV) (P) CU YD 28.45$              1 621 46,117.45$      0 -$                 1 621 46,117.45$      
2106.507 COMMON EMBANKMENT (CV) (P) CU YD 4.80$                2 047 9,825.60$        0 -$                 2 047 9,825.60$        

 0 -$                 
2108.504 GEOTEXTILE FABRIC TYPE 9 SQ YD 4.00$                4 862 19,448.00$      0 -$                 4 862 19,448.00$      

-$                 
2211.507 AGGREGATE BASE (CV) CLASS 5 CU YD 36.00$               975 35,100.00$      0 -$                  975 35,100.00$      

-$                 
2357.506 BITUMINOUS MATERIAL FOR TACK COAT GALLON 3.25$                 224 728.00$           0 -$                  224 728.00$           

-$                 
2360.509 TYPE SP 9.5 WEARING COURSE MIXTURE (3,C) TON 84.00$               455 38,220.00$      0 -$                  455 38,220.00$      
2360.509 TYPE SP 12.5 NON-WEARING COURSE MIXTURE (3,C) TON 83.00$               455 37,765.00$      0 -$                  455 37,765.00$      

-$                 
2502.503 4" PERF TP PIPE DRAIN LIN FT 13.15$              1 994 26,221.10$      0 -$                 1 994 26,221.10$      

-$                 
2503.503 12" RC PIPE SEWER CLASS III LIN FT 100.00$            30 3,000.00$        0 -$                  30 3,000.00$        
2503.503 15" RC PIPE SEWER CLASS III LIN FT 93.00$               563 52,359.00$      0 -$                  563 52,359.00$      
2503.503 18" RC PIPE SEWER CLASS III LIN FT 99.00$               89 8,811.00$        0 -$                  89 8,811.00$        

-$                 
2506.502 CASTING ASSEMBLY EACH 1,700.00$         9 15,300.00$      0 -$                  9 15,300.00$      
2506.502 INSTALL CASTING EACH 550.00$            2 1,100.00$        0 -$                  2 1,100.00$        
2506.502  ADJUST FRAME & RING CASTING EACH 550.00$            2 1,100.00$        0 -$                  2 1,100.00$        
2506.503  CONSTRUCT DRAINAGE STRUCTURE DESIGN G EACH 685.00$           9.8 6,713.00$        0 -$                  10 6,713.00$        
2506.503  CONSTRUCT DRAINAGE STRUCTURE DESIGN 48-4020 EACH 715.00$           39.4 28,171.00$      0 -$                  39 28,171.00$      
2506.503 RECONSTRUCT DRAINAGE STRUCTURE LIN FT 740.00$           5.3 3,922.00$        0 -$                  5 3,922.00$        
2506.602 CONNECT INTO EXISTING MH OR CB EACH 1,500.00$         2 3,000.00$        0 -$                  2 3,000.00$        

-$                 
2521.518 4" CONCRETE WALK SQ FT 7.50$                5 548 41,610.00$      0 -$                 5 548 41,610.00$      
2521.518 6" CONCRETE WALK SQ FT 13.50$               707 9,544.50$        0 -$                  707 9,544.50$        
2521.602 DRILL & GROUT REINF BAR (EPOXY COATED) EACH 14.25$               32 456.00$           0 -$                  32 456.00$           

-$                 
2531.503 CONCRETE CURB & GUTTER DESIGN B612 LIN FT 65.00$               20 1,300.00$        0 -$                  20 1,300.00$        
2531.503 CONCRETE CURB & GUTTER DESIGN B624 LIN FT 23.85$              2 063 49,202.55$      0 -$                 2 063 49,202.55$      
2531.504 7" CONCRETE DRIVEWAY PAVEMENT SQ YD 95.00$               41 3,895.00$        0 -$                  41 3,895.00$        
2531.618 TRUNCATED DOMES SQ FT 60.00$               38 2,280.00$        0 -$                  38 2,280.00$        

-$                 
2545.502 LIGHTING UNIT TYPE SPECIAL EACH 4,270.00$         0 -$                  7 29,890.00$       7 29,890.00$      
2545.502 LIGHT FOUNDATION DESIGN E MODIFIED EACH 1,585.00$         0 -$                  7 11,095.00$       7 11,095.00$      
2545.502 SERVICE CABINET - TYPE L1 EACH 18,850.00$       0 -$                  1 18,850.00$       1 18,850.00$      
2545.503 2" NON-METALLIC CONDUIT LIN FT 3.10$                 0 -$                  925 2,867.50$         925 2,867.50$        
2550.503 POWER CABLE 3 CONDUCTOR NO 4 LIN FT 4.60$                 0 -$                  925 4,255.00$         925 4,255.00$        

-$                 
2563.601 TRAFFIC CONTROL LUMP SUM 3,800.00$         1 3,800.00$        0 -$                  1 3,800.00$        

-$                 
2564.518 SIGN SQ FT 84.00$              31 2,604.00$        0 -$                  31 2,604.00$        
2564.518 SIGN SPECIAL SQ FT 126.00$           9 1,134.00$        0 -$                  9 1,134.00$        

-$                 
2573.501 STABILIZED CONSTRUCTION EXIT LUMP SUM 2,400.00$         1 2,400.00$        0 -$                  1 2,400.00$        
2573.501 EROSION CONTROL SUPERVISOR LUMP SUM 1,750.00$         1 1,750.00$        0 -$                  1 1,750.00$        
2573.502 CULVERT END CONTROLS EACH 235.00$            1 235.00$           0 -$                  1 235.00$           
2573.502 STORM DRAIN INLET PROTECTION EACH 235.00$            12 2,820.00$        0 -$                  12 2,820.00$        
2573.503 SILT FENCE, TYPE HI LIN FT 4.20$                3 136 13,171.20$      0 -$                 3 136 13,171.20$      

-$                 
2574.505 SUBSOILING (P) ACRE 1,800.00$        0.56 1,008.00$        0 -$                  1 1,008.00$        
2574.505 SOIL BED PREPARATION (P) ACRE 525.00$           0.84 441.00$           0 -$                  1 441.00$           
2574.507 COMMON TOPSOIL BORROW CU YD 13.00$               100 1,300.00$        0 -$                  100 1,300.00$        
2574.508 FERTILIZER TYPE 3 POUND 1.15$                 111 127.65$           0 -$                  111 127.65$           

-$                 
2575.504 ROLLED EROSION PREVENTION CATEGORY 20 SQ YD 1.95$                2 694 5,253.30$        0 -$                 2 694 5,253.30$        
2575.505 SEEDING (P) ACRE 525.00$           0.56 294.00$           0 -$                  1 294.00$           
2575.523 RAPID STABILIZATION METHOD 3 MGAL 11.00$              3.34 36.74$              0 -$                  3 36.74$              
2575.608 SEED NORTHERN BOULEVARD POUND 42.00$               84 3,528.00$        0 -$                  84 3,528.00$        

-$                 
2582.503 4" SOLID LINE MULTI-COMPONENT GROUND IN (WR) LIN FT 2.70$                1 902 5,135.40$        0 -$                 1 902 5,135.40$        
2582.503 4" DOUBLE SOLID LINE MULTI-COMPONENT GROUND IN (WR) LIN FT 5.35$                 995 5,323.25$        0 -$                  995 5,323.25$        
2582.503 24" SOLID LINE PREFORM TAPE GROUND IN (WR) SQ FT 71.00$               18 1,278.00$        0 -$                  18 1,278.00$        
2582.518 CROSSWALK PREF THERMO GR IN SQ FT 31.50$               92 2,898.00$        0 -$                  92 2,898.00$        

-$                 
-$                 

TOTAL 719,880.74$    66,957.50$      786,838.24$    

 UNIT
PRICE 

ITEM NO. ITEM DESCRIPTION UNIT

NEW HAVEN DRIVE - PHASE 1 
KGM Contractors Bid - Attachment A

City of Hibbing Hibbing Public Utilities TOTAL PROJECT
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Item 2.C 
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Item 2.C– Landfill Solar  

 

April 14th, 2026 

James Bayliss  

Commission Chair 

1902 E. 6th Avenue 

Hibbing, MN 55746 

 

RE: Item 2.C – Landfill Solar 

 

Dear Commissioners; 

Please see attached draft modelling of the potential solar project on the former Saint Louis County landfill 

site. RMI analysis shows a $280K savings (net present value) over 35 years if the market energy price 

(baseline of $45/MWh) increases at a 2.9% per year over the period. 

Please note this is draft at this stage and would welcome any feedback / questions you may have. 

  

Sincerely; 

 

Luke J. Peterson 
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Update — Landfill Solar 

Proposal Financial Analysis

Prepared for Hibbing 
Public Utilities

March 31, 2026

In partnership with
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Rocky Mountain Institute (RMI) is an independent, non-
partisan, nonprofit organization dedicated to accelerating a 
prosperous, clean energy future for all

• Founded in 1982, RMI now 
works across the United 
States and in 60 countries

• We combine research, whole-
systems thinking, and 
unconventional partnerships 
to help communities and 
utilities advance sustainable 
energy systems

• We don’t developer or build 
energy infrastructure projects

What We Do: 
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This remains a timely opportunity for Hibbing to reduce fuel 
price risks for HPU and leverage expiring Federal incentives 

Lock in fixed-price for a 
portion of HPU electricity to 

reduce exposure to MISO-MN 
(grid region)

Capture ~$6 million in non-
competitive Federal tax 
credits (even as a public 

utility), which is 40-50% of 
total project cost
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• 2 different project ownership structures for St. Louis County-based landfill solar project
• Multiple rate increase scenarios for forecasted purchased power from MISO (grid region)
• Relevant incentives and project financing costs impacting overall cash flow
• Valuation of 25 acres of wood chips for biomass use donated to HPU at no added cost 

What We’re Evaluating:

• Displace or reduce use of HPU’s cogeneration plant
• Displace all of HPU’s purchased power from MISO

This project would NOT:

• Current MISO price that solar project would be offsetting as a baseline
• Historical price averages for grid region, potentially factoring in averages for MN retail prices, MISO 

peak prices, and Consumer Price Increase from 2010-2025
• Low, medium, and high scenarios for rate increases that allow HPU to better understand the 

expected project value over 35 years

Future Planning Scenarios:
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Evaluating the project’s net present value (NPV) will estimate 

the total value of the potential project investment

Part 1: estimate all future 
cash inflows and outflows 

associated with an 
investment

Part 2: discount all those 
future cash flows to the 

present day 

Part 3: add up all 
discounted cash flows to 
create the investment’s 

overall net present value

Note: In this model, a positive NPV means that, after accounting for the time value of money, HPU 
is projected to make money from a proposed project. 
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Conservative modeling yields net savings for HPU over 35 years. Below are the 

MISO MN rate increase scenarios that RMI modeled:

Very conservative 
scenario results in $1.1M 

net cost over 35 years 

Conservative scenario 
results in $280k net 

savings over 35 years 

Every rate increase scenario above 
the 2.9% yields increasingly greater 

savings over project lifetime — if rates 
increase by just 4.0%, HPU will 

receive ~$2.2 million in net savings

Note: The results presented for each scenario include all upfront 
costs, O&M costs, and financing.
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When planning for new investments, HPU should weigh the potential near-

term opportunities and risks

• While this landfill solar proposal was unsolicited, HPU has an unusual opportunity to buy approximately 5 MW of power 
capacity at the economy of scale of a ~10 MW project 

• Federal tax credits are estimated to result in ~$6.04 million in payments to HPU of the total $14.2 million project cost 
under the more favorable proposal scenario (HPU-owned, financed with the tax-exempt loan program)

• 25 acres of wood chips included from landfill site preparation at no cost to HPU for cogeneration use
• Note: The 2025 Federal Budget Reconciliation Act accelerated the phaseout of solar and wind tax incentives making this 

decision particularly timely

Near-Term Opportunities

• Geopolitical instability that impacts oil and gas markets
• Macroeconomic price shocks and inflation increasing the price of goods and services
• Regional weather events (ex. polar vortexes/winter storms) or global events (ex. pandemics) that disrupt supply chains
• State and/or Federal policy shifts, including the current incentives already set to sunset by end of 2027
• Increasing bottlenecks for utility-scale projects due to siting, permitting, and interconnection challenges
• Rapidly evolving demand for power, particularly with large power uses (ex. data centers, new manufacturing facilities, etc.)
• Note: Each of the above potential risks have occurred in the current decade at least once already and impact MISO and 

HPU directly and indirectly

Ongoing and Future Energy Market Risks
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Other Notes & Disclaimers

RMI is an independent, non-profit organization. We are grant-funded to support HPU; we are not a consultant for Eden.

The financial results presented so far are specific to the HPU-owned, tax-exempt lease purchase (TELP) proposal option. 

Eden Renewables does offer two power purchase agreement (PPA) options which would not involve any upfront costs to HPU. 
Our analysis indicates that neither PPA proposal comes close to being more favorable than the TELP proposal.

This project would not require any fuel costs.

This is not an exact science, as this type of modeling involves estimating average rate increases out over 35 years. Accordingly, 
we air on the conservative side and enable HPU to adjust assumptions used. 

The scenarios offer multiple potential futures for HPU to consider but are not the only scenarios possible. RMI can revise the 
model to amend these scenarios based on HPU's preferences and additional input. 

Proposal-specific pricing for both TELP and PPA proposals come from Eden Renewables directly.

RMI does not provide legal or tax advice. 
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Under the 2.9% Increase Scenario (conservative) for the TELP option, HPU 

would achieve net savings of $282,159 over 35 years

Note: As a reminder, a positive NPV means that, after accounting for the time value of money, HPU is projected 
to make money from a proposed project. This is an excerpt from the model for ease of presentation; the full 
model was shared with HPU staff in mid-March. 
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Potential Downside: Under the 1.9% Increase Scenario (very conservative) for 

the TELP option, HPU would see a net cost of $1,166,208 over 35 years

Note: This scenario means HPU would experience few, if any, major price shocks, inflationary pressures, 
supply chain issues, or other energy market instabilities over 35 years.
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Potential Upside: Under the 4.5% Increase Scenario for the TELP option, HPU 

would achieve net savings of $3,341,353 over 35 years
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Contact Us

Matthew Popkin 
mpopkin@rmi.org

Tansy Massey-Green 
tmassey-green@rmi.org
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Item 3 – Summer Students Hiring Policy  

 

 

April 14th, 2026 

James Bayliss  

Commission Chair 

1902 E. 6th Avenue 

Hibbing, MN 55746 

 

RE: Item 3 – Summer Students Hiring Policy  
 

 

Dear Commissioners, 

 

I am requesting review and discussion regarding the proposed Summer Student Hiring Policy, along with 

the preliminary staffing plan for the summer of 2026 (second week of June through the third week of 

August).  

As part of this review, the proposed student staffing allocations are as follows: 

• Meter Shop – 6 positions 

• Heat Crew – 2 positions 

• Lawn Mowing – 4 positions 

• Plant – 4 positions 

• Water Crew – 4 positions 

The total estimated cost for this staffing plan is approximately $149,600.  

  

Sincerely; 

 

Kendra Powers 
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Summer Student Employment Hiring Preference Policy 

Purpose 

The purpose of this policy is to establish consistent hiring preferences for student summer 
employment positions within Hibbing Public Utilities, while supporting workforce development 
and serving the local community. 

Eligibility Requirements 

To be considered for student summer employment, applicants must: 
• Be currently enrolled in an accredited high school, college, university, or technical 

program  
• Provide proof of enrollment for the applicable academic term preceding and/or 

following the summer employment period  
• Meet any minimum academic or program-specific requirements established for the 

position  

Hiring Preferences 

Qualified applicants shall be considered using the following preference criteria, where 
applicable: 

• Residency Preference preference may be given to applicants who reside within Hibbing 
Public Utilities service area. 

• Relevant Field of Study preference may be given to students whose academic program 
aligns with the duties of the position (e.g., engineering, accounting, or skilled trades). 

• Returning Seasonal Employees preference may be given to applicants who have 
previously been employed by Hibbing Public Utilities in a student capacity and 
demonstrated satisfactory performance. 

• Employee Family Preference may be given to applicants who are immediate family 
members of current Hibbing Public Utilities employees. 

• Immediate family is defined as parent, stepparent, child, stepchild, sibling, or 
legal guardian.  

• Such applicants must meet all minimum qualifications for the position.  
• This preference shall not supersede minimum hiring standards or result in the 

selection of a less qualified candidate over a more qualified candidate.  
 

Repeat Summer Employment Limitation 

To promote equitable access to student employment opportunities: 
• Applicants who have been employed by Hibbing Public Utilities as student summer 

employees for two (2) prior summer seasons shall not receive preference for rehire.  
• Preference may instead be given to other qualified candidates who have not previously 

participated or who have participated for fewer seasons.  
• Such applicants may still be considered for employment but shall be evaluated without 

returning employee preference.  
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Equal Employment Opportunity 

Hibbing Public Utilities is committed to providing equal employment opportunity. Hiring 
decisions shall be made without regard to race, color, religion, sex, national origin, age, 
disability, or any other protected status in accordance with applicable laws. 

Nepotism and Conflict of Interest 
• No employee shall be involved in the hiring, supervision, or evaluation of an immediate 

family member.  
• Employee family preference shall not be applied in a manner that creates a direct or 

indirect supervisory relationship between related individuals.  
 

Selection Criteria 

In addition to the preferences outlined above, applicants will be evaluated based on: 
• Availability to work the full duration of the summer employment period; generally, the 

2nd week in June through the 3rd week in August.  
• Demonstrated reliability, work ethic, and responsibility. 
• Possession of any required licenses or certifications (e.g., valid driver’s license). 
• Ability to perform essential job functions, including physical requirements where 

applicable. 
• Ability to pass a drug screen and/or pre-employment physical.   
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Item 4 – Commission Officers  

 

April 14th, 2026 

James Bayliss  

Commission Chair 

1902 E. 6th Avenue 

Hibbing, MN 55746 

RE: Item 4 – Commission Officers 

 
Dear Commissioners;  

 

As per HPU’s enabling statute, the Commission must elect Commission Officers during a yearly 

organization meeting in April. The following is a list of positions that Commissioners must elect:  

 

• Commission Chair 

  • Commission Vice-Chair  

• Commission Second Vice-Chair 

 • Commission Secretary 
 

Sincerely; 

 

Luke J. Peterson 

 

April 14th, 2026 Hibbing Public Utilities Commission Page 115 of 126



April 14th, 2026 Hibbing Public Utilities Commission Page 116 of 126



 
  

 
 

 
 

 

Action Item 1 
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Action Item 1 – Approval of Revised Accounting Coordinator Job Description 

April 14, 2026 

James Baylis, Commission Chair 
Hibbing Public Utilities Commission  
1902 E. 6th Avenue  
Hibbing, MN 55746  
 

RE: Action Item 1– Approval of Revised Accounting Coordinator Job Description 

Dear Commissioners, 

I am writing to request your review and approval of the revised job description for the Accounting 
Coordinator position. The updates reflect recent changes in organizational needs and alignment 
with current departmental goals. 

Thank you for your consideration,  

 

Kendra Powers 
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Job Title: Accounting Coordinator 
Department: Finance 
Reports To: Financial Controller 
Location:  Hibbing, MN 
FLSA Status: Exempt 
Job Type: Full-Time 
Drug & Alcohol Policy Classification: Non-mandate 
 

Position Summary: 

The Accounting Coordinator (Confidential) is responsible for processing, reconciling, and paying utility-
related invoices accurately and on time, while also supporting confidential financial and personnel-related 
functions. This position maintains access to and utilizes sensitive, non-public data related to employee 
compensation, payroll, and labor relations. The role supports management in financial analysis tied to 
collective bargaining, personnel actions, and strategic budget planning, and is expected to exercise a high 
degree of discretion and independent judgment. 

Key Responsibilities: 

Accounts Payable & Cash Management 

• Monitors vendor terms and due dates and determines invoice payment timing 
• Performs accounts payable invoice entry and issues vendor payments (check, ACH, wire) 
• Maintains vendor records and Accounts Payable files within the accounting system 
• Requests and maintains vendor W-9 documentation and prepares 1099 reporting 
• Works with department managers and warehouse staff to obtain payment approvals 
• Creates and processes purchase requisitions and purchase orders 

Cash Flow, Banking & Reconciliation 

• Monitors organizational bank account balances daily 
• Processes inter-account fund transfers as needed 
• Prepares and posts journal entries related to cash activity, reconciliations, and adjustments 
• Maintains cash flow tracking and forecasting spreadsheets 
• Performs monthly bank reconciliations and resolves discrepancies 
• Reconciles accounting modules to the general ledger and recommends process improvements 
• Developed systems to ensure no cash overdrafts in bank accounts 

Audit, Compliance & Reporting 

• Prepares accounts payable and cash management documentation for annual external audit 
• Manages unclaimed property process and reporting to the State of Minnesota 
• Provides required tax documentation, including ST3 forms 
• Develops financial and operational reports within accounting software 
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Payroll & Confidential Personnel Support 

• Serves as backup for payroll processing, including data entry, verification, and reconciliation 
• Reviews timesheets and payroll reports for accuracy and compliance 
• Assists with payroll-related corrections and inquiries 
• Maintains and processes sensitive, non-public payroll and compensation data 

Confidential Labor Relations & Compensation Analysis 

• Assists in the preparation of financial data related to employee compensation, benefits, and staffing 
costs 

• Supports management with analysis of payroll and benefit costs for budgeting and planning 
purposes 

• Provides financial data and costing support related to personnel actions, including reclassifications, 
staffing changes, and other non-public decisions 

• May assist in preparing or analyzing financial information used in collective bargaining or labor 
negotiations 

• Handles information related to personnel matters, grievances, or compensation adjustments prior 
to public disclosure 

Cross-Functional Support 

• Reviews travel reimbursements and credit card activity for policy compliance 
• Maintains organizational credit card records and reconciliations 
• Understands customer service cash receipting systems and their impact on cash management 

Other Duties:  

 

Please note this job description is not designed to cover or contain a comprehensive listing of activities, duties or 

responsibilities that are required of the employee for this job.  Other duties may be assigned.  

Minimum Qualifications: 

• Bachelor’s degree in Accounting, Finance, or related field 
• 3+ years accounts payable experience  
• Strong attention to detail and accuracy 
• Proficiency with accounting and payroll systems and Microsoft Excel 
• Ability to handle confidential information with discretion 
• Strong communication, organizational, and problem-solving skills 

Preferred Qualifications: 

• Experience in the utility sector (electric, water, gas, wastewater) 
• Experience supporting payroll, budgeting, or personnel-related financial analysis 
• CPA Certificate 
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Working Conditions: 

• Office setting with standard business hours; may include occasional extended hours during payroll 
periods or audits. 

• Regular interaction with multiple departments and external vendors. 
• Physical Requirements:  

o Sitting 80%, Standing 10%, Walking 10%, Lifting up to 25 lbs 

Confidential Status Statement 

This position is designated as confidential due to its access to and use of non-public data related to 
employee compensation, payroll, labor relations, and personnel actions. The incumbent supports 
management by preparing and analyzing sensitive financial information used in decision-making processes 
that are not available to bargaining unit employees, including matters related to collective bargaining, 
staffing, and compensation planning. 
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