AGENDA
SHAKOPEE PUBLIC UTILITIES COMMISSION
REGULAR MEETING
MARCH 18, 2018

1. Call to Order at 5:00pm in the SPUC Service Center, 255 Sarazin Street.
2. Approval of Minutes
3. Communications

4. Approve the Agenda
5. Approval of Consent Business

B. Bills: Approve Warrant List
Ga) March 5, 2018
6b) March 19, 2018

7. Liaison Report

8. Reports: Water ltems

8a) Water System Operations Report — Verbal

8h) 2018 City of Shakopees Street Reconstruction Project

8c) Resn. #1187 — Approving Watermain Replacement with the 2018 City
of Shakopee Street Reconstruction

8d) Resn. #1188 — Setting the Amount of the Trunk Water Charge, Approving
of Its Collection and Authorizing Water Service to Certain Property
Described as: Ridge Creek Second Addition and Outlot’s A and B Ridge
Creek First Addition

8e) Resn. #1182 — Approving of the Estimated Cost of Pipe Oversizing on the
Watermain Project: Ridge Creek Second Addition

8f) Resn. #1190 — Amending Resolution #1098 and Determining Lateral
Watermain Equivalency for the Project Described as: Jennifer Lane
Watermain from Valley Creek Crossing 2™ Addition to Wood Duck Trail

8g) Resn. #1191 — Approving of the Final Cost of Pipe Oversizing on the
Watermain Project: CP17-32J (Jennifer Lane Watermain Extension)

8h) Resn. #1192 — Approving Payment for the Pipe Oversizing Costs on the
Watermain Project: Ridge Creek First Addition

C== 8i) Monthly Water Production Dashboard
8j) Purchase Agreement for Booster Station — Windermere Way

9. Reports: Electric Items
Oa) Electric System Operations Report — Verbal
9b) MMPA February 2018 Board Meeting Summary

10. Reports: Human Resources



1.

12.

13.

14.

Reports: General
11a) Proposal for Audit Services with bergenkKDV
11b) Financial Resulits for December 2017 and 2016-2017 Comparative
Financial Resulis
11¢) Tom Bovitz Scholarship

New Business

Tentative Dates for Upcoming Meetings

- Regular Meeting - Aprl 2
- Mid Month Meeting - April 18
- Regular Meeting - May7
- Mid Month Meeting - May 21

Adjourn to 4/2/18 at the SPUC Service Center, 255 Sarazin Street



MINUTES
OF THE

SHAKOPEE PUBLIC UTILITIES COMMISSION
(Regular Meeting)

President Amundson called the regular session ol the Shakopee Public Utilities Commission
to order at the Shakopee Public Utilities meeting room at 5:00 P.M., February 20, 2018,

MEMBERS PRESENT: Commissioners Joos, Amundson, [Tennen and Weyer. Also
present, Liaison Mocol, Utilities Manager Crooks, Finance Director Schmid, Planning &
LIngineering Dircetor Adams and Water Superintendent Schemel.

Motion by Weyer, seconded by Joos to approve the minutes of the February 5, 2018
Commission meeting, Motion carried.

There were no Communication items.

President Amundson offered the agenda for approval.

Motion by Joos, seconded by Hemmen o approve the agenda as presented. Motion carried.
The warrant listing for bills paid I'ebruary 20, 2018 was presented.

Motion by Joos, seconded by Weyer to approve the warrant listing dated I'ebruary 20, 2018
as presented. Motion carried.

Liaison Mocol presented her report. The City Council will be having a workshop Lo review
the TIF designation for Canterbury Commons. The Council will also be reviewing the 2018
Street Reconstruction Project.

Water Superintendent Schemel provided a report of current water operations. Annual
preventative maintenance for the Pump Houses 1s being completed. Well 7 and 12 have been
pulled to inspect for wear and tear. Repairs will be made (o the pumps il warranted.

Mr, Schemel provided an update on the Riverview Booster Station construction schedule and
reviewed work completed to date.

Utilities Manager Crooks provided a report of current electric operations, Two electric
oulages were reviewed. The status of construction projects was updated. The entire SPLI Service
Center is now tied into (he emergency generator. If our site loses power, it will be up and running
in a matter of seconds.



Finance and Administration Director Schmid informed the Commission that SPU is at the
end of a three vear contract for inancial audit services with bergenKDV. Three options were
reviewed for engagement with an audit firm.

Motion by Joos, seconded by Weyer to solicit quotes for financial audit services [or a one
year and/or (hree year contract with various audil lirms,

Motion withdrawn by Commissioner Joos.

Motion by Weyer, seconded by Hennen to solicit a one year and a three year quote (2018-
2020) for linancial audit services from bergenKDV and to bring back those quotes to a lulure
Commission meeting for review. Motion caried.

Motion by Weyer, seconded by Hennen to offer Resolution #1185, A Resolution Allowing
the Use of I'acsimile Signature for Check Signing. Ayes: Commissioners Weyer, Joos, Hennen
and Amundson. Nay: none. Motion carried. Resolution passed.

The investment of surplus funds for SPU was reviewed by Ms. Schmid. A discussion of
investment options and rates followed.

Motion by Weyer, seconded by ITennen (o grant the Director of inance and Administration
ot his/her designee the authority to invest surplus [unds without prior approval of the Utilities
Commission within the limitation sct by law and the guidelines of the Commission’s approved
Investment Policy and complete required wire transfers for such transactions, Motion carricd,

Electronic funds transfers are regulated by MN Statute. Ms. Schmid reviewed those
requirements.

Motion by Joos, seconded by Hennen to grant the Director of Finance and Administration or
his/her designee the authorily Lo make electronic funds transfers through the olTicial depository
and said depository shall receive a cerlified copy of the authorization. The official depository
will notify SPU of an clectronic funds transfer within onc day of receiving an electronic funds
transfer and the transfers will be documented and included in the warrant lists for approval by the
Utilities Commission. Molion carried.

The pre-payment of bills was reviewed by Ms. Schmid.

Motion by Joos, seconded by Weyer to grant the Direclor of Finance and Administration or
his/her designee the authority to pay certain bills prior to the approval of those bills, so that it
may take advantage of discounts olfered for prompt payment. Motion carmed.

Motion by Joos, seconded by Weyer to olfer Resolution #1186. A Resolution Regulating
Wage and Contract Terms. Ayes: Commissioners Hennen, Joos, Weyer and Amundson. Nay:
none. Motion carried. Resolution passed.




Motion by Weyer, seconded by Joos to adjourn to the Commission Goals and Objectives
Work Session.

Motion by Weyer, seconded by Joos to reconvene to Regular Session,
President Amundson stated that no official business ook place during the Work Session.
The Llentative commission meeting dates of March 5 and March 19 were noted.,

Motion by Joos, seconded by Weyer to adjourn to the March 5, 2018 meeting, Motion

WG

1rnm15:-:mn\3e::re‘fmy John R. Crooks
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SHAKOPEE PUBLIC UTILITIES

MEMORANDUM
TO: John R. Crooks, Utilities Manager
FROM: Lon R. Schemel, Water Superintendent %
SUBJECT: 2018 City of Shakopee Street Reconstruction
DATE: February 28, 2018

BACKGROUND

Resolution #262 defines the sequences involved in coordinating construction
projects between the City of Shakopee and SPU. We are now at step 8 of that
process which is the approval of the feasibility report from the City of Shakopee
and the areas involved.

ISSUE

The feasibility report involves the areas highlighted on drawings C.1 and C.2 of
the proposed watermain improvements from the City of Shakopee. These areas
would be receiving new watermain and appurtenances in compliance with the
Water Policy Manual dated August 4, 2014. The City of Shakopee's estimate for
watermain improvements is $498,000.00. The amount approved in 2018 budget
for Reconstruction project is $620,000.00.

ACTION REQUESTED
Staff requests that the Commission adopt resolution #1187 to enable the City of

Shakopee to proceed with the ordering of plans and specifications for the 2018
Street Reconstruction.
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RESOLUTION #1187

A RESOLUTION APPROVING WATERMAIN REPLACEMENT
WITH THE 2018 CITY OF SHAKOPEE STREET RECONSTRUCTION

WIIEREAS, the Shakopee City Council has ordered an improvement Lo the areas defined in
the 2018 Strect Reconstruction for street, sanilary sewer and storm sewer, and

WIIEREAS, the Shakopee Public Utilitics Commission desires to replace the existing
watermain, valves, hydrants, and service lines to the curb stop valve at cost to the Shakopee Publie
Utihities Commission, and

WHEREAS, the Shakopee Public Utilities Commission on March 19, 2018 approved the
Preliminary Engineering Report [or watermain replacement, as shown on the attached engineenng
drawings, and

THEREFORE BE IT FURTHER RESOLVLD, the funding for this project comes from the
Commission approved reconstruction fund, and

WIIEREAS, no costs for the sireel restoration arc applied to the Shakopee Public Utilities
Commission on this project.

NOW, THEREFORE BE IT RESOILVED BY THE SHAKOPEE PUBLIC UTILITIES
COMMISSION THA'L, in consideration of the savings and coordination the Shakopee Public
Utilities Commission approves the walermain and associated appurtenances replacement as
recommended in the Preliminary Engineering Report prepared by the city stalT and as approved on
March 19, 2018 by the Shakopce Public Utilities Commission, and hereby concurs with the City
Council’s ordering the project and the plans and specifications.

Adopled in regular session of the Shakopee Public Utilities Commission, this 19™ day of
March, 2018.

Commission President: Deb Amundson

ATTEST:

Commission Secretary: John R. Crooks
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RESOLUTION # 1188

A RESOLUTION SETTING THE AMOUNT
Ol THE TRUNK WATER CHARGE, APPROVING OF ITS COLLECTION
AND AUTHORIZING WATER SERVICE TO CERTAIN PROPLRTY
DESCRIBED AS:

RIDGE CREEK SECOND ADDTION AND
Outlots A and B RIDGE CREEK FIRST ADDTION

WHEREAS, a request has been received for Cily water service Lo be made available lo
certain property, and

WIIEREAS. the collection ol the Trunk Water Charge is one of the standard
requirements before City water service is newly made available to an arca, and

WHEREAS, the standard ratc to be applied for the Trunk Water Charge has been set by
separate Resolution,

NOW TIIEREFORE, BE IT RESOILVED, that the amount of the Trunk Water Charge is
determined to be $93.687.51 based on 24.99 net acres, and thal collection ol the Trunk Water
Charge is one of the requirements to be completed prior to City water service being made
available Lo that certam properly described as:

Lots 1-2, Block 1; Lots 1-8, Block 2; Lots 1-13, Block 3; Lots 1-6, Block 4, RIDGE CREEK
SECOND ADDTION AND Outlots A and B RIDGE CREEK FIRST ADDTION

BE IT FURTITER RESOI.VED, that all things nccessary to carry out the terms and
purpose of this Resolution are hereby authorized and performed.

Passed in regular session of the Shakopee Public Utilities Commission, this 19th day of
March, 2018.

Commission President: Deb Amundson

ATTEST:

Commission Sccretary: John R. Crooks



e

RESOLUTION # 1189

A RESOLUTION APPROVING OF TIIE ESTIMATED COST OF
PIPL OVERSIZING ON THE WATERMAIN PROJECT:

RIDGE CREEK SECOND ADDITION

WIIEREAS, the Shakopee Public Utilities Commission has been notified of a watermain
project, and

WHEREAS, the pipe sives required lor thal project have been approved as shown on the
cngincering drawing by Pioneer Engineering, and

WIIEREAS, a part, or all, of the project contains pipe sizes larger than would be required
under the current Standard Watermain Design Criteria as adopted by the Shakopee Public
Utilitics Commission. and

WIHEREAS, the policy of the Shakopee Public Utilities Commission calls [or the
payment of those costs to install oversize pipe above the standard size, and

WHEREAS. the pipes considered oversized are listed on an attachment to this
Resolution,

NOW TIIEREFFORLL BE I'T RESOLVED, that the amount of the oversizing to be paid by
the Shakopee Public Utilities Commission is approved in the amount of approximately
$96,513.39, and

BE IT FURTIIER RESOLVLED, the payment of the actual amount for said oversizing
will be approved by the Utilitics Commission when final costs lor the watermain project are
known.

BE IT FURTHER RESOLVED, that all things necessary to carry out the lerms and
purpose of this Resolution are hereby authorized and performed.

Passed in regular session of the Shakopee Public Ulilities Commission, this 19™ day of
March, 2018.

Commission President; Deb Amundson

ATTEST:

Commission secretary: John R. Crooks
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A RESOLUTION AMENDING RESOLUTION #1098 AND DETERMINING LATERAT
WATER MAIN EQUIVALENCY FOR TIIE PROJECT,
DESCRIBED AS:

RESOLUTION #1190

JENNIFER LANE WATER MAIN FROM
VALLLY CREEK CROSSING 2™ ADDITION TO WOOD DUCK TRATL (CP17-32J)

WHEREAS, the Shakopee Public Utilitics Commission previously adopted Resolution
#1098, A Resolution Approving A Waler Main Construction Project, And Determining Its
Lateral Water Main Liquivalency, and

WHEREAS, the [inal cost of the 12-inch water main construction is $171,443.86, and

WHEREAS, the cost of a lateral water main cquivalent to an 6-inch water main, the
minimum size required to serve the north to south low requirement of the adjoining property per
the Shakopee Public Utilitics Commission’s adopted water main design criteria, is determined to
be $148,279.58. and

WIIEREAS, the area of the land being traversed by the extension ol Jenmiler Lane and
the 12-inch water main, which is identified on Attachment A to this resolution, and that is
determined to be recciving the benefit of the lateral water main equivalent is 16.82 acres, and

WHEREAS, the [inal cost of the trunk water main over sizing from the 6-inch lateral
waler main to the 12-inch trunk water main is $23,164.32.

NOW THERLEFORE BE I'T RESOLVED, that Resolution #1098 is hereby amended.

BE IT FURTHER RESOLVED, that the lateral water main cquivalent cost shall be
recovered under the provisions of Resolution #8135 with the fee described charged (o the
properties fronting the Jennifer Lane extension when those properties request water service and
meet all other standard requirements to receive water service including additional lateral water
main construction, and the fee is fixed now with final construction costs plus
engimeering/administrative charges known the [ee shall be $8.815.67 per acre, and

BEI'T FURTHER RESOLVED, that the trunk water main over sizing cost shall be
funded per the trunk water policy, and

BE IT FURTHER RESOLVED, that all things necessary to carry out the lerms and
purpose of this Resolution are hereby authorized and performed.

Passed in rcgular scssion of the Shakopee Public Utilities Commission, this 19" day of
March, 2018.

Commission President: Deb Amundson
ATTEST:

Commission Secretary: John R. Crooks



Attachment A to Resolution #1190

Final Lateral Water Main Equivalent Charge for Extension of Jennifer Lane

P.LLD Number Owner Acreage Lateral Water Main Charge
271350010 Bawek 1.40 $12,341.94
271350020 Meyers 1.77 $15,603.74
279190157 Dearborn 3.37 $29,708.81
279190153 Purcell 3.77 $33,235.08
279190155 Cordt 1.90 $16.749.77
271420450, 271420500 Menden 1:.95 $17.190.56
270610100 Minich 1.16 $10.226.18
270610090 Tudrach (L8] $7.140.69
270610080 Hackman (.69 $6,082.81
Total Acres 16.82 $148,279.58

$148.279.58 Total Lateral Water Main Cost
$8,815.67 per acre



RESOLUTION # 1191

A RESOLUTION APPROVING OF TIIE FINAL COST OF PIPE OVERSIZING ON TIIE
WATERMAIN PROJECT:

CP17-32] (JENNIFER LANE WATER MAIN EXTENSION)

WHEREAS, the Shakopee Public Ulilities Commission had previously approved of an
estimated amount for oversizing on the above described watermain project, and

WHLEREAS, the pipe sizes required for that project have been installed as shown on the
engineering drawing by City of Shakopee Engineering Staff, and

WIIEREAS, a part, or all, of the project contains pipe sizes larger than would be required
under the current Standard Watermain Design Criteria as adopted by the Shakopee Public
Ltilities Commission, and

WHEREAS, the policy ol the Shakopee Public Utiliies Commission calls for the
payment ol these costs Lo install oversize pipe above the standard size.

NOW THEREFORL, BE I'T RESOLVED, that the payment by the Shakopee Public
Utilities Commission for the oversizing on this project is approved in the amount ol $23.164.32,
and

BE IT FURTIIER RESOLVLED, that all things necessary to carry out the terms and
purpose of this Resolution are hereby authorized and performed.

Passed in regular session of the Shakopee Public Utilities Commission, this 19" day of
March, 2018,

Commission President: Deb Amundson

ATTEST;

Commission Scerctary: John B. Crooks
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RESOLUTION #1192

A RESOLUTION APPROVING PAYMENT FOR THE PIPE OVERSIZING
COSTS ON THE WATERMAIN PROJECT:

WITEREAS, the Shakopee Public Utilities Commission had previously approved of an
estimated amount for oversizing on the above described watermain project, and

WHEREAS, the pipe sizes required for that project have been installed as shown on the
engineering drawing by Pioneer Engineering, and

WIIEREAS, a part, or all, of the project contains pipe sizes larger than would be required
under the current Standard Watermain Design Criteria as adopted by the Shakopee Public
Utilities Commission. and

WHEREAS, the policy of the Shakopee Public Utilities Commission calls for the
payment of these costs to install oversize pipe above the standard size.

NOW THEREFORE, BE IT RESOLVED, that the payment by the Shakopee Public
Utilities Commission [or the oversizing on Lhis project is approved in the amount of $85,940.04,
and

BLEI'T FURTHER RESOLVED, that all things necessary to carry out the terms and
purposc of this Resolution are hereby authorized and performed.

Passed in regular session of the Shakopee Public Utilities Commission, this 19" day of
March, 2018,

Commission President: Deb Amundson

ATTEST:

Commission Secretary: John R. Crooks



Monthly Water Dashboard

As of:

December 2017
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SHAKOPEE PUBLIC UTILITIES
MEMORANDUM

TO: John Crooks, Utilities Mana j & y /
. | o A
IFROM: Joseph D, Adams, Planning _ﬁ@neﬂrmg Dhirecton ffk o
L

SUBIECT: Windermere Booster Station and Well Site Purchase Agreement

DATE: March 16, 2018

ISSUE
The atlached purchase agreement is submitted to the Commission for review and approval.
BACKGROUND

DR Horton is developing multiple propertics that are located in the southwest area of the city, in both
the 1¥ High Elevation Service District and the 2% HIS District. Those lots located in the 2" HLS
District require SPU (o construct a waler pressure booster station as identificd in our current five year
2018-2022 CIP.

DISCUSSION

Stall has worked wilh the developer and the city to identify an appropriate parcel to locate the booster
station and a municipal well. The original sile under consideration is in conflict with a new proposed
development being proposed by the Benedicltine Health System for a senior living communily. A new
sitc located slightly south of the original site is the subject ol the attached agreement. This site is the
same dimensions as the original sitc, so the proposed purchase price has remained the same.

The developer will be responsible to provide site grading, access to a public strect and other
infrastructure to support the booster station and well site development, i.c. utility services for sanitary
sewer, water main stubs and storm water managemenl facilities with development ol their plal.

The site as eurrently dimensioned would accommodate a waler supply well and future treatment plant
in addition to the booster station. During the due diligent period provided in the agreement, staff will
be investigating the use of the site for a water supply well and the agreement provides in the event a
water supply well is nol viable that the arca purchased will be redefined to be smaller and the price
reduced on a prorata basis.

REQULSTED ACTION

Staff requests the Commission review and approve the attached purchase agreement and authorize ils
execulion subject to final attorney review.



PURCHASE AGREEMENT

DATE: , 2018

BETWEEN: D.R. HORTON, INC.-MINNESOTA,

a Delaware corporation (“Scller™)

SIHHAKOPEE PUBLIC UTILITIES COMMISSION,
a Minnesoia municipal utility commission (“Buyer™)

FOR VALUABLE CONSIDERATION, Scller and Buyer (individually, a “Party” and collectively,
the “Parlies™) agree as follows:

1.1

1.2

2.1

I. SALE AND PURCHASE

SPUC Parcel. Seller is in the process ol platting a parcel of real property depicted in

Lxhibit A (the “*SPUC Parcel™) as Outlot B in a plat to be named Windermere Way, which
plat will be recorded at or before Closing,. Seller is actively pursuing approval of the plat of
Windermere Way, but such plat has not yel been finalized and approved by the City of
Shakopee (the “City™). The exact dimensions and location of the SPUC Parcel will not be
finally determined until the plat of Windermere Way 1s linally approved by the Cily.
MNolwithstanding any insufficiency of the legal description, the Parties desire to proceed to
cnter into this Purchase Agreement (this *Agrecment”) and obtain the legal description of the
SPUC Parcel pursuant to the plat of Windermere Way to be recorded at or prior to Closing.

Sale of Property. Subject to the terms and conditions of this Apreement, Seller will sell and
convey to Buyer, and Buyer will purchase and accept from Seller, the SPUC Parcel, logether
with all improvements thercon and all rights, privileges, easements, leenses, appurtenances
and hereditaments relating thereto (collectively, the “Property™). Buyer intends to construct a
water booster station, pump housc, well and related facilities on the Property, conlaining up
o 0.45 acres of impervious surface area om the Property (collectively, the “Buyer
Improvements™).

Closing. The closing of the sale and purchase ol the Property (“Closing™) will occur
thirty (30) days after the expiration of the Due Diligence Period under Article IV of this
Agreement at 10:00 a.m. local time in the offices ol McGrann Shea Camival Straughn &
Lamb, Chartered, in Minneapolis, Minnesota, or at such other time or place as Buyer and
Seller may agree.

1. PURCHASE PRICE

Payment of Purchase Price. The purchase price [or the Property will be Two Hundred
Thirty-I'ive Thousand One Hundred Eighty-Nine and 65/100 Dollars ($235,189.65) (the
“Purchase Price™), paid by Buyer paying such amount to Seller in cash at Closing.




2.2

3.1

32

33

3.4

2.3

Method of Payment. All cash payments by Buyer will be in U.S. Dollars and in the form of
wire transfers, certilied checks or other immediately available funds acceptable to Seller.

11, TITLE

Preliminary Title Commitment. Within fifieen (15) days of the date of this Agreement,
Seller will furnish to Buyer a commitment for an owner’s policy of title insurance (ALTA
Form (6/17/06) covering the tax parcels of land underlying the SPUC Parcel (the
“Preliminary Title Commitment™), issued by Old Republic National Title Insurance Company.
through Commercial Partners Title, 1.1.C, or such other title insurer as may be acceplable o Buyer
(the *“Title Company™). with standard exceptions for mechanic’s liens and parties in
posscssion deleted, with searches for special assessments and with an amount of coverage
equal to the Purchase Price. The Preliminary litle Commitment will include a copy of each
instrument listed as an exception to title or referred Lo therein. The service charge lor the
Preliminary Title Commitment will be paid by Seller.

Final Tille Commitment. As soon as the Property is able Lo be platied, Seller will lurnish to
Buyer a final commitment for an owner’s policy ol title insurance (ALTA Form 06/17/06)
covering the Property (the “Final Title Commitment™) issued by the Title Company. with
standard exceptions lor mechanic’s liens, survey and parties in possession deleted, with
searches lor special assessments and with an amount ol coverage equal to the Purchase Price.
The Vinal Title Commitment will include a copy of cach instrument listed as an cxeeption to
title or referred Lo therein, except for any instruments previously furnished with the
Preliminary Final Commitment. The service charge [or the Final Title Commitment will be
paid by Scller, but the premium for any policy issued pursuant to the Final Title Commitment
will be paid by Buyer.

Sutvey. As soon as the Property is able to be platted, Scller will furnish to Buyer at Seller’s
cost an “as-built” survey in both print and CADD formats of the Property made by a
registered land surveyor and certified to Buyer, the Tille Company and (he title insurcr,
showing the location of all easements, buildings, improvements, and encroachments, and the
contours and topography of the Property, and conforming to the current standard detal
requirements established by the American Tand Title Association and the National Socicty
for Professional Surveyors (the “Survey™).

Examination of Title. Buyer will be allowed thirly (30) days aller receipt ol the Preliminary
Title Commitment and fifteen (15) days after receipt of the inal Title Commitment and
Survey for examination of title to the Property and making of objections. Objections will be
made in writing or be deemed waived. Any exceplions to title accepted by Buyer or not
timely objected to as aloresaid are, collectively, the “Permitted Lncumbrances.”

Corrections to Title. If any objections o title to the Property are made as provided in
Section 3.4, Seller may elect in its sole and absolute discretion, but is not obligaled, o
allempl to cure any or all objections, If Seller elects Lo allempl Lo cure any such objections,
Scller will be allowed until ten {(10) days prior to the last day of the Due Diligence Period to
cure or agree Lo cure al Closing (i.c. by providing required title affidavits) such objections. 1I'
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Seller notifies Buyer that it chooses not to curc any or all objections, or if Seller has not
informed Buyer at least ten (10) days prior to the end ol the Due Diligence Period thal such
objections are or will be cured, then Buyer may as ils sole remedics cither: (a) terminate this
Agreement by giving Seller written notice thercof on or before the last day of the Due
Diligence Period, in which case both Parties shall be released [rom all further obligations
under this Agreement (subject, however, lo any other obligations and agrecments which
cxpressly survive termination); or (b) waive all or any of the objections and close the
transaction with no reduction in the Purchase Price, in which event the uncured objections
shall be deemed waived by Buyer and shall thereafter be Permitted LEncumbrances under this
Agreement. If Buyer fails lo give such written notice of termination within the time required
herein, it shall be conclusively deemed that Buyer has elected to waive the objections not so
cured and to accept them as Permitied Encumbrances.

IV. REVIEW OF TIIE PROPERTY

Due Diligence Information. Within fifteen (15) days after the date ol this Agreement, Seller
will make available at its offices for review and copy by Buyer all records, ecngincering
studies, reports and tests, construction reports, studies and other permitting documents for
Windermere, “as-built™ CADD [liles of construction documents, and other documents and
surveys relaling to the condition, suitability, and desivability ol the Property that are in the
possession of Scller or otherwise reasonably available to Scller (the *Available Reports™).
As they become available in the development process, Seller shall similarly make available
to Buyer all such lurther documents regarding the Propertly, which shall also be considered
part of the Available Reports. Notwithstanding the forcgoing, the Available Reports shall
exclude all environmental reports except the LSA Report of Finding discussed in Section 4.2,
any reports or documents which arc proprietary o Seller or which are privileged and
conlidential pursuant to a recognized legal privilege (such as attorncy-clicnt communications
and/or attorncy work product) (such excluded documents and reports arve refered Lo
collectively as the “Excluded Materials”). Tor purposes hereol, proprietary information
includes any internally-generated or inlemally-created reports, investigations, analysis and
other documents which relate to or constitute cash flow budgets, accounting budgels,
marketing information, market analysis or similar information. All Available Reports and
other materials prepared by third parties for, on behalf of, or at the request of Seller, but
expressly cxcluding any Excluded Materials, are collectively referred to herein as “Due
Diligence Information.” With respect to any Due Diligence Information provided to Buyer
and any other information made available to Buyer by or on bchalf of Scller, Buyer
acknowledges and agrees that: (a) Scller makes no covenant, representation or warranty
whatsoever as lo such information, including without hmitation, its content, reliability,
accuracy or completeness; (b) if Buyer uses or rclics on any information provided by Seller,
Buyer shall do so solely al Buyer’s own risk, and Seller makes no representation, warranty or
assurance as to whether Buyer has any right to use or rely thereon; (c¢) the parties preparing
any such information are not the agents of Scller; (d) except to the extent that Mike Suel,
Seller’s Tand Development Manager, becomes personally aware ol any such
misrepresentations, misstatements, mistakes, errors or other inaccuracics, Secller shall have no
duty to advise Buyer of any misreprcsentations, misstatements, mistakes, erors or other
inaccuracies contained in such information; and (e) Seller shall have no liability, and is
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hereby released from all liability to Buyer, ils successors and/or assigns, with respect to such
information, including without imitation, any liability for misrepresentations, misstatements,
mistakes, errors or other inaccuracics contained in such informalion, except to the extent that
Mike Suel, Seller’s Tand Development Manager, becomes personally aware of any such
misrepresentlalions, misstalements, mistakes, errors or other inaccuracics and Seller fails
within a rcasonable time period to so advise Buyer in accordance with subsection (d).

ESA Report of Findings. Within fiftcen (15) days after the date of this Agrcement, Scller
will cause to be prepared and will provide a copy to Seller ol an Environmental Site
Assessment Report of Findings (the “ESA Report of Findings™) covering the parcel of real
property identificd on Exhibit C (the LSA Report of Findings Parcel”™), which ESA Report of
Findings Parcel includes all of the Property. Seller shall have no liability, and is hereby
released from all lability to Buyer, ils sucecssors and/or assigns, with respect to such
information, including without limitation, any liability for misrepresentations, misstatcments,
mistakes, errors or other inaccuracies contained n such ESA Reporl of Findings, except to
the extent that Mike Suel, Seller’s Land Development Manager, becomes personally aware of
any such misrepresentations, misstatcments, mistakes, errors or other inaccuracics and Seller
fails within a reasonable time period to advise Buyer ol same.

Due Diligence. Buyer will be allowed sixty (60) days after the date of this Agreement (the
“Due Diligence Period™) to review the Due Diligence Information and the ESA Report of
Findings, inspeclt the Properly, perlorm such inventories. observalions, lesls, and
investigations as Buyer may rcasonably deem appropriate, and otherwisc satisfy itsclf
regarding the condition, suitability, and desirability of the Property. If Buyer in its sole
discretion is not satisfied with the Property, Buyer may on or belore the expiration ol the Due
Diligence Period terminate this Agreement by giving written notice to Scller. Upon such
termination, neither Party will have any further obligations under this Agreement.

Environmental Inspection. Buyer may provide its environmental consultant with a copy of
the LSA Report of l'indings and pursuamt to Section 10.2, Buyer may at its cost conduct
investigations of the environmental condition of the Property. Such imvestigation will
include soil borings and Scller consents to such borings so long as Buyer provides Scller with
the scopc of work prior to completion of the borings and allows Seller to have its
representative present at the Property during the completion of such work. TI'Buyer conducls
a Phase | environmental investigation and such report contains a reccommendation for a
Phase 1l investipation, Buyer will have the option of either terminating this Agreement or
providing to Seller a writlen request for a Phase 1 investigation that includes an explanation
of the reasons for such request and the proposed Phase 1l testing. Scller may consent to the
Phase 1l investigation in its sole and absolute discretion and, 11" Seller does not consent, Buyer
may lerminale this Agreement. 1f such consent is granted, Buyer may order at Buyer’s costa
Phase 11 investigation. 1f a Phase 1T investigation is ordered, the Due Diligence Period will be
extended by an additional sixty (60) days for investigation and submillal of such report.

Confidentiality. Buyer may disclose information in the Due Diligence Information and the
ESA Report ol Findings or mlormation otherwise obtained by Buyer in the course ol its
review and inspecctions to its attorneys, consultants, investors, lenders and tenants.
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Otherwise, unless and until Closing oceurs and subject to the Minnesota Government Data
Practices Act, Buyer will keep all such information conhidential,

Cooperation. Seller will cooperate with Buyer in making all necessary filings, petitions, and
submissions required by Buyer to obtain the necessary governmental approvals for Buyer’s
planned use of the Property. Seller will take no action, either personally or in connection
with a related entity, thal would be inconsistent with or in contravention of its obligations to
cooperate hercunder.

Substitute Property. In the event Buyer determines during the Due Diligence Period that it
cannot construct a well and related facilities on the Property, Buyer will notily Seller of the
same and the size of the real property parcel Buyer is purchasing shall be reduced to the size
necessary for the Buyer Improvements, not including the well (the “Substitute Property™).
Scller shall amend the plat or replat the Properly as necessary to creale a separate parcel [or
the Substitute Properly and all relerences to the Property in this Agreement shall mean the
Substitute Property. The Purchase Price shall be reduced pro rata based on the reduction of
the real property parcel; i.e. if the real propertly parcel is reduced by 10% for the Subslitule
Property, the Purchase Price shall be reduced by 10%. If requested by cither Party, the
Parties shall execute an amendment to this Agreement to reflect the Substitute Property and
the reduced Purchase Price.

VY. CONDITIONS TO CLOSING

suhject lo the reasonable satisfaction of Scller that:

(a) the representations and warranties ol Buyer contained in Section 9.2 are true and
correct in all material respects as of Closing;

(b) Buyer has in all material respects performed and obscrved all covenants, agreements
and conditions of this Agreement to be performed or observed by it prior to or on
Closing;

() Seller has received a certificate or certificates dated the day of Closing and signed by
aresponsible officer of Buyer certifying as to the mallers set forth in items (a)and (h)
of this Section;

(d) no action or proceeding has been inslituled or threalened by any third parly
unaffiliated with Seller to enjoin or delay purchasc or obtain material damages from
Seller with respect to the purchase which Seller in good faith believes presents a
significant risk of succeeding; and

(e) Buyer has delivered to Seller all of the items required to be delivered to Seller
pursuant to Section 6.1.

Buyer Conditions. 'T'he obligation of Buyer to purchase the Properly under this Agreementis
subject to the reasonable satislaction ol Buyer that:
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(a)

(b)

(©)

(d)

)

(2)

(h)

the representations and warrantics of Seller contained in Section 9.1 are true and
correct in all material respects as ol Closing;

Seller has in all material respeets performed and observed all covenants, agreements
and conditions of this Agreement to be performed or obscrved by it prior to or at
Closing;:

Buyer has reecived a certificate or certilicates dated the day of Closing and signed by
a responsible officer ol Seller certifying as to the matters set forth in items (a) and (b)
of this Section;

no action or proceeding has been instituted or threatened by any third parly
unaffiliated with Buyer to enjoin or delay purchase or oblain material damages from
Buyer with respect to the purchase which Buyer in good faith belicves presents a
significant risk ol succeeding;

as ol two (2) days before and as ol Closing, Scller has removed from the Property any
and all containers ol 'motor o1l paint, solvents, petroleum products, all motor vehicle
tires and balleries, and all Hazardous Substances, pollutants, and environmental
conlaminants:

Buyer has received all ncecssary approvals for the construction of the Buyer
Improvements on the Property;

Seller has all Stormwater Pollution Prevention Plan (“SWPPP™) erosion control
measures and temporary seeding and mulching in place on the Property; and

Seller has delivered to Buyer all of the items required to be delivered (o Buyer
pursuant to Scetion 6.2,

Unsatisfied Conditions. 11 any condition set out in Section 5.1 or 5.2 is unsatislied on the
date scheduled for Closing, the Party for whose benelit the condition is may at its option:

(a)
(b)
(c)

waive the condition and procced with Closing;
delay Closing for up o sixly (60) days to allow the condition to be satisfied; or

terminate this Apreement.

If this Agreement is so terminated, neither Seller nor Buyer will have the right to specific
performance or damages for default of this Agreement.

V1. CLOSING

Buyer’s Closing Documents. Buyer will deliver to Seller at Closing:

(a)

the Purchase Price specilied in Scetion 2.1;
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(b)

(c)

(d)

(e

a resolution of the board of commissioners of Buyer authorizing and approving the
transaction contemplated by this Agreement, certified as true and correct by the
scerctary of Buyer;

the acccss easement executed by Buyer pursuant to Section 14.10 hereol and
substantially in the lorm ol Exhibit B attached hereto;

a CSW Notice of Permit Modilication Form regarding the SWPPP to be completed,
provided and submilled to the Minnesota Pollution Control Agency ("MPCA™) by
Seller pursuant to Scction 6.2(g), completed as to Buyer’s portion of the Form and
cxceuted by Buyer; and

any other items required by this Agreemenl or reasonably required by the Tille
Company.

Seller’s Closing Documents, Scller will deliver lo Buyer al Closing:

(a)
(b)
(c)

(d)

(e)

®

(g)

(h)

(1)

a limited warmranty deed duly exceuted by Seller conveying the Property to Buyer:
original copies of all contracts and records in Scllet’s possession;

an affidavit satisfactory to Buyer thal Seller is nol a foreign person under
Scction 1445 of the United States Internal Revenue Code;

a well disclosure statcment as required under Minnesota Statutes section 1031235, if
appropriate disclaimer language is nol contained in the deed delivered at Closing;

an allidavit satisfactory to Buver that at Closing there are no outstanding, unsatisfied

judgments, tax liens, or bankrupleies against Seller, no labor, services, materials, or

machinery lurmished to the Property for which mechanies® liens could be filed, and
no unrecorded interests in the Property which have nol been fully disclosed to Buyer;

a resolution ol the board of directors of Seller authorizing and approving the
transaction contcmplated by this Agreement, cerlified as true and correct by an
officer of Seller:

the acecss cascment executed by Seller pursuant to Section 14.10 hereol and
substantially in the [orm ol Exhibit B attached hereto;

a CSW Notice of Permit Modification Form regarding the SWPTP (o be completed
(except for Buyer’s portion), exeeuted (except for Buyer’s execution of its portion)
and submitted to the MPCA by Seller, and a copy of the State Storm Water General
Permit for Windermere; and

any other items required by this Agreement or reasonably required by the Title
Company.
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Preparation and Delivery ol Property. Prior to Closing, Seller will:

(a) properly seal and abandon any wells on the Properly per the Minnesola Department
of Tealth and other applicable requirements;

(b) properly remove any septic systems (including any lanks and drainlields) on the
Property per the Minnesota Department ol Health and other applicable requirements:

(c) grade and deliver the Property in accordance with the grading plan approved by
Buyer and the City and generally in accordance with the Grading Plan attached hercto
as Lixhibit I; and

(d) remaove any remaining residential home improvements, including basement concrete
block and floors,

Installation of Public Street. Sanitary Sewer and Water Stubs, and Storm Water
Improvements. After Closing, Seller shall at its sole cost and expense install a sanitary sewer
stub and two (2) waler main stubs, one (1) 16" in diameler and one (1) 12" inch in diameter,
to the perimeter of the Property and install a public street adjacent to the Property, all in
accordance with the street and utility plans on file with the City in connection with the
Windermere Way and Windermere South development plans. To the extent the location ol
the public street providing access to the Properly requires additional driveway arca in the
land located to the south of the Property and designated as Outlot C in the proposed Plat of
Windermere South, such land shall be platted by Seller as an additional outlot and conveyed
to Buyer post-closing, at such time as the public streel is platted, lor no additional
consideration. Seller shall also al its sole cost and cxpense design and construct a storm
water management system sullicient to handle storm water run off from the Properly, all in
accordance with the utility plans on file with City in conmection with the Windermere Way
and Windermere South development plans.

Delivery ol Possession. Seller will deliver possession of the Property to Buyer at Closing.

TFurther Actions. Al Buyer’s request from time to time after Closing, Seller will at no cost o
Seller execute and deliver such further documents ol conveyance and take such other action
as Buyer may reasonably require Lo convey the Property to Buyer.

VII. CLOSING COSTS AND PRORATTONS

Closing Costs. Buyer and Scller will each be responsible [or its legal, accounting and other
expenses associated with the transaction contemplated by this Agreement up to and including
the date final adjustments are made pursuant to this Agreement. Seller will be responsible
for any document recording fees required for correction ol title and any state deed tax
required in connection with the transaction. Buycr will pay all other document recording
fees, fees associated with the transfer or obtaining of licenses and permits required o operale
the Property, mortgage registry taxes, and any sales or use taxes required in connection with
the transaction. Seller and Buyer will cach pay half of the closing fee and any escrow fees
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Mreparation and Delivery of Property. Prior to Closing, Seller will:

(a) properly seal and abandon any wells on the Properly per the Minnesola Department
of Health and other applicable requirements;

(b) properly remove any septic systems (including any tanks and draimflields) on the
Property per the Minnesota Department ol Health and other applicable requirements:

(c) grade and deliver the Property in accordance with the grading plan approved by
Buyer and the City and generally in accordance with the Grading Plan attached hercto
as Lixhibit D); and

(d) remove any remaining residential home improvements, including basement concrete
block and floors.

Installation of Public Street. Sanitary Sewer and Water Stubs, and Storm Water
Improvements. After Closing, Seller shall at its sole cost and expense install a sanitary sewer
stub and two (2) waler main stubs, one (1) 16" in diameler and one (1) 12" inch in diameter,
to the perimeter of the Property and install a public street adjacent to the Property, all in
accordance with the streel and utility plans on file with the City in connection with the
Windermere Way and Windermcre South development plans. To the extenl the location ol
the public street providing access to the Propertly requires additional driveway arca in the
land located to the south of the Property and designated as Outlot C in the proposed Plat of
Windermere South, such land shall be platted by Seller as an additional outlot and conveyed
to Buyer post-closing, at such time as the public street is platted, for no additional
consideration. Seller shall also al its sole cost and cxpense design and construct a storm
water management system suflficient to handle storm water run off from the Properly, all in
accordance with the utility plans on file with City in connection with the Windermere Way
and Windermere South development plans.

Delivery ol Possession. Scller will deliver possession ol the Propertly to Buyer at Closing.

Seller execute and deliver such further documents ol conveyance and take such other action
as Buyer may reasonably require to convey the Property to Buyer.

VII. CLOSING COSTS AND PRORATIONS

Closing Costs. Buyer and Scller will each be responsible for ils legal, accounting and other
expenses associated with the transaction contemplated by this Agreement up to and including
the date final adjustments are made pursuant to this Agreement. Seller will be responsible
for any document recording fees required lor correction ol title and any slate deed tax
required in connection with the transaction. Buyer will pay all other document recording
fees, fees associated with the transfer or obtaining of licenses and permits required o operale
the Properly, mortgage registry taxes, and any sales or use taxes required in connection with
the transaction. Seller and Buver will cach pay half of the closing fec and any escrow fees
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imposed by the Title Company, title insurer or its closing agent in connection with this
transaction.

Taxes and Assessmenis. Real estate taxes with respect to the Property due and payable in the
year in which Closing occurs will be prorated as of Closing. Seller will pay all special
assessments payable, levied or pending as of Closing and all real estate taxes duc and payable
in years prior lo the year in which Closing occurs, Buyer will pay all such taxes and
assessments due and payable in vears following the year in which Closing occurs.

Income and Expenses. Except as sct out in Section 7.2, all mcome and operating expenses
relating to the Property will be prorated as of the close of business of the day before Closing.
Seller will be responsible lor the expenses and entitled to the revenues accrued or applicable
to the period prior to Closing. Buyer will be responsible lor the expenses and entitled to the
revenues accrued or applicable to the day of Closing and thereafier.

Estimates. 11 any amount to be apportioned under Section 7.3 cannol be calculated with
precision because any item included in such caleulation is not then known, such calculation
will be made on the basis ol reasonable cstimates of Seller of the items in question.
Promptly aller any such item becomes known to either Parly, such Party will so notify the
other and will include in such notice the amount of any required adjustment. 11 such
adjustment requires an additional payment by Buyer to Seller, Buyer will make such payment
o Seller simultaneously with its giving or within twenty (20) days of its receipt of such
notice, as the case may be. If such adjustment requires a refund by Seller to Buyer, Seller
will make such refund simullimeously with its giving or within twenty (20) days after its
receipl of such notice, as the case may be.

Vill. PROPERTY CONVEYED “AS I8.”

Property Sold As Is, Where Is. and with all Faults. As a material inducement to Seller to
cnter into this Agreement and to sell and convey the Property to Buycer subjeet to the terms of
this Agreement and at the Purchase Price stated herein, Seller and Buyer covenant and agree
as set forth in this Section 8.1. Buyer acknowledges and agrees thal butl lor Buyer’s
agreement to these provisions, Seller would not scll the Property to Buyer. Buyer agrees that
Buyer will take the Property at Closing subject to the following conditions;

{a) Disclaimer ol Warranties. Except for the representations, warrantics, covenants and
agreements expressly set forth in this Agreement, Seller hereby specifically disclaims
any warranty, guaranty, promise, covenan, agreement, or representation of any kind
or character, oral or written, past, present or future, express or implied, of, as to, or
conicerning: (i) the nature and condition of the Properly, including, without
limitation, (A) the water, soil and geology, the suitability thercof and/or of the
Properly lor any and all activities and uses which Buyer may elect to conduct, (B) the
manner or quality of the construction or materials. il any, incorporated into the
Property and/or the manner, quality, state of repair or lack of repair of the Property or
any improvements thereon or related thereto, (including without limitation any ollsile
improvements and infrastructure) and (C) the existence ol any environmental hazards




(b)

or conditions (including but not limited to the presence of Hazardous Substances of
any lype and/or above or below ground storage tanks, and/or pipelines) at, on, under,
or ncar the Property or compliance with any applicable Environmental Laws or other
Applicable Laws ol any Governmental Authority: (it) the nature and extent ol any
right-of-way, lcasc, possession, lien, encumbrance, license, rescrvation, or other
condition concerning the Property; (iii) the value of the Property and/or the income or
profits which may or may not be derived [rom the Properly, or any potential
appreeiation in value or the resale value of the Property; and (iv) the compliance of
the Property or ils operation with any laws, ordinances, or regulations ol any
Governmental Authority, including without limitation any Environmental Laws
and/or any land use laws or the compliance of the Property or its operation with any
development agreements, covenants, conditions, or restrictions, or any other
agreements or arrangements related (o the development, use, or operation of the
Property. Lxcept for the representations, warranties, covenants and agreements
expressly set forth in this Agreement, the salc of the Property is made onan “*AS IS”,
“WHERE IS” AND “WITH ALL FAULTS” basis, and Buyer expressly
acknowledges that Seller makes no warranty or representation, express or implied, or
arising by operation of law, including, bul not limited to, any warranty of condition,
title (other than the special warranty of title with respect to the Property), zoning, tax
consequences, operating history or projections, valuation, governmental approvals, or
any other matter or thing relating to or allecting the Property, including, without
limitation, (i) the value, merchantability, markctability, profitability, suitability or
fitness for a particular use or purposc of the Property or any portion thereof, and (i1)
the manner or quality of construction or malerials incorporated into any of the
Property. Lixcept as provided in this Agreement, Scller has no oblipation to make
repairs, replacements or improvements to the Property. or to pay any fees, cosls or
expenses related to the Property, or for any other Habilily or obligation with respeet to
the Property (cxeept for any taxes or assessments to be paid by Scller at Closing and
other costs and expenses 1o be paid by Seller as expressly set forth in this
Agreement).

*Hazardous Substances™ means any pollutants, materials, substances, or wasles
identified or regulated in any way under applicable Environmental Laws, including,
without limitation: any “hazardous waste™ as defined by RCRA, and regulations
promulgated thereunder, any “hazardous substance” as defined by CERCILA, and
regulations promulgated thereunder, and any loxic substance as defined under or
regulated by the Toxic Substances Control Act; asbestos, polychlorinated biphenyls,
radon, freon and other chlorofluorocarbons, explosive and radioaclive materials;
petroleum and petroleum based products; urea formaldehyde foam insulation;
underground and above ground storage tanks, whether empty, filled or partially hilled
with any substance, including without limitation any petroleum product or any other
hazardous substance: any subslance the presence of which on the Property is
prohibited by any Environmental Laws; and any other substance or material which by
or under any Lnvironmental Laws requires special handling or notification of any
Govetnmental Authority in ils collection, storage, treatment, use, or disposal.
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(d)

(c)

(O

“Environmental Taws” means any local, state, or I'ederal law, rule or regulation
perlaining to environmental regulation, contamination, clean-up, or disclosure, or
otherwise to health and safety, including without limitation each of the following, as
the same may be amended [rom time to time, and all rcgulations promulgated
pursuant to or in connection with any of the lollowing: (1) the Resource
Conservation and Recovery Acl ol 1976 (42 U.S.C. § 6901 el seq.), as amended by
the Used Oil Reeyeling Act of 1980, the Solid Waste Disposal Act Amendments of
1980, and the Ilazardous and Solid Waste Amendments of 1984 (as amended,
“RCRA™); (2) the Comprehensive Environmental Response, Compensation and
Liability Act of 1980 (42 U.5.C. § 9601 et seq.), as amended by the Superfund
Amendments and Reauthorization Act ol 1986 (as amended, “CERCLA™); (3) the
Toxic Substances Control Act (15 U.8.C. § 2601 et scq.); (4) the Endangered Species
Act (15 1LS.C. § 1531 ct scq.); (5) laws, statutes, ordinances, rules, regulations,
orders, or determinations relating to “wetlands”, including without limitation those
set forth in the Clean Waler Act (33 U.5.C. § 1251 et seq.); and (6) the Federal
Insecticide, Fungicide and Rodenticide Act, as amended.

“Governmental Authority™ or “Governmental Authoritics” means the United States,
the State of Minnesota, the County of Scott, and the City, or any other povernmental
authority or agency having jurisdiction over the Properly or any activities Buyer may
conduct on or in the viamly of the Property, including without hmilation any
municipal utility district, water control and improvement district, or similar district or
taxing authority in which the Property is located or otherwise having jurisdiction over
the Properly, and any other agency, department, commission, board, or bureau or
mstrumentality of any of the foregoing, including without limitation the Army Corps
of Lingincers, the I'ederal Emergency Management Agency, the Environmental
Protection Agency, and the MPCA.

*Applicable Law” means any city, county, state, federal, or other governmental
regulation, ordinance, law, code, statute or constitution, mcluding any zoning
ordinance or use restriction or any administrative, cxeeutive, or judicial orders.
deerees, or determinations which govem, regulate, control, or otherwise apply to or
relate in any mamnmer o the Property and the ownership, development, use, or
operation of the Property, to the construction, marketing, lcasing, and salc of
improvements constructed (or to be constructed) on the Property, and/or to the
interpretation and enlorcement of this Agreement, including without limitation all
Environmental Laws (as hercinafter defined).

Buyer’s Additional Representations, Warranties and Covenants. Buyer represents to
Scller that Buyer is a knowledgeable buyer of real estate and that, except for the
representalions, warranties, covenants, and agreements ol Seller set lorth in this
Agreement, Buyer is relying solely on its own expertisc and that of Buyer’s
consultants and advisors in purchasing the Property, Buyer further acknowledges and
agrees that having been given the opportunity to inspeet the Propertly, except for the
representations, warranties, covenants, and agreements of Seller set forth in this
Agreement, Duyer is relying solely on and will rely solely on its own investigation of
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the Property and not on any information provided or to be provided by Seller or any
cmployee, agent, representative, or broker of Scller or otherwise attributed to Seller,
and all such reliance 15 expressly and unequivocally disclaimed by Buyer. Lxcept as
sct forth in this Aprcement, Buyer lurther uneguivocally disclaims the existence ol
any duty to disclose on the part of Scller or any employee, agent, representative, or
broker of Scller and any reliance of Buyer on the silence or any alleged nondisclosure
of Seller or any of its employees, agents, representatives, or brokers. Buyer further
acknowledges and agrees that any information provided or to be provided with
respect to the Property was obtained from a variely ol sources and that Seller has not
made any independent investigation or verification of such information and makes no
representations as Lo the accuracy or completeness of such information. Except for
the representations, warranties, covenants, and agreements of Seller set forth in this
Agreement, Seller is not liable or bound in any manncr by any verbal or wrillen
stalements, representalions or information pertaining to the Property, or the operation
thercof, furnished by any rcal estate broker, agent, employee, servant or other person.
Upon Closing, except for the representations, warrantics, covenanls, and agreements
ol Seller set lorth in this Agreement, Buyer shall assume the risk that adverse matters,
including, but not limited to. adverse physical and environmental conditions and
development and construction delects, may not have been revealed by Buyer’'s
inspections and mvestigations and includes, without limitation, matters which, if
known by Buycr, would materially affect Buyer's decision to purchase the Property.
Lixcept for the representations, warranties, covenants, and agreements ol Seller sel
forth in this Agreement, Buyer hereby assumes all risk and liability (and agrecs that
Seller shall not be liable for any special, direct, indirect, consequential, incidental,
punitive, or other damages) resulling or anising from or relating to the ownership,
use, condition, location, development, maintchance, repair. or operation of the
Property.

Survival. Buyer hereby acknowledges, confirms, and agrees as follows: (i) the provisions of

Section 8.1 arc a material inducement to Seller entering into the sale transaction which is the
subject of this Agreement, including without imitation the Purchase Price (o be paid by
Buyer to Seller for the Property; and (ii) the provisions of Secction 8.1 will survive any
termination of this Aprcement (incliding any termination as a result of Seller’s default) and
Closing, to the maximum extenl permiltled by any Applicable Law.

IX. WARRANTIES AND REPRESENTATIONS

Seller Warraniies. Scller warrants and represents to Buyer that:

(a)

(b)

to the best knowledge ol Mike Suel, Scller’s Land Development Manager, the Due
Diligence Information and the ISA Report of Findings made available to Buyer
pursuant to Sections 4.1 and 4.2 are true and correct copies, have nol been amended
or modilied, and are in full foree and effect and free from default or notice of default;

no brokerage commission or other compensation is due and unpaid in connection
with any leasc, tenancy or occupancy of the Property or any renewal thereof;
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(©)

(d)

(e)

(1)

(g)

(h)

@

@)

(k)

()

Seller has nol received any notice of a violation of any building codes, fire codes,
health codes, zoning codes, Environmental Laws, or other laws and regulations
affecting the Property or the use thercof;

Seller has not reccived any notice ol'a condemnation, environmental, zoning or other
regulation or proceeding being instituted or planned which would detrimentally affect
the use and operation of the Property for its inlended purpose;

Seller has not received any notice of hearing of a public improvement project from
any governmental assessing authority, the costs o which may be assessed against the

Property;

there arc no wells on or serving the Property (this statement being made pursuanl (o
the disclosure requirements of Minnesota Statutes section 1031.235);

there arc no individual sewage treatment systems on or serving the Property (this
statement being made pursuant to the disclosure requirements of Minncsota Statutes
section 115.55);

Seller does not know of any underground or aboveground storage tanks currently on
the Properly, or any underground or aboveground storage tanks formerly on the
Property that had a release for which no corrective action was taken, excepl as may
otherwise be disclosed in the Due Diligence Information or affidavit filed of record
(this statement being made pursuant to the disclosure requirements of Minnesota
Statutes section 116.48);

Seller has removed, or will remove prior to Closing, all wells, individual sewage
treatment systems, underground or above ground storage tanks, house improvements,
personal property, containers of motor oil, paint or solvents, petroleum products,
motor vehicle tives and batlerics, and all Hazardous Substances from the Property,
including but not limited to any such HMazardous Subslances identified in any
cnvironmental assessment of the Property:

Lo the best of Scller’s knowledge, no methamphetamine production has occurred on
the Property;

Seller is a corporation duly organized, validly existing and in good standing under the
laws of the State of Delaware and has all requisite power and authority to carry out its
business in Minnesota as conducted, to execute and deliver this Agreement and the
documents entered into pursuant hereto, and to carry out its obligations under this
Agreement and such documents;

this Apreement has been duly authorized, executed and delivered on behalf of Scller
and constitules the valid and binding agreement of Seller, enforceable in accordance
wilh its terms:

13



9.2

10.1

(m)  the execution, delivery and performance of this Agreement by Seller will not resultin
a breach or violation of Scller or constitute a default by Seller under any agreement,
instrument or order to which Seller is a party or by which Seller is bound:

{n) Scller is not aware of any action, proceeding or investigation pending or thrcatened
which might materially adversely affect the Property or the ability of Seller to
perlorm its obligations under this Agreement; and

(0)  the stormwaler ponding systems in Windermere and Windermere South have been
designed in an appropriate size so as to handle the stormwater runoff from the Buyer
Improvements.

Duyer Warrantics, DBuyer warrants and represents to Seller that:

()  Buyerisamunicipal utilily commission duly organized. validly existing and in good
standing under the laws of the State of Minnesota and has all requisite power and
authority to carry on its business as conducted, to execule and deliver this Agreement
and the documents entered inlo pursuant hercto, and to carry oul ils obligations under
this Agreement and such documents;

(h) (his Agreement has been duly authorized, executed and delivered on behal "ol Buyer
and constitutes the valid and binding apreement of Buyer, enforecable in accordance
with its terms;

(c) the exceution, delivery and performance of this Agreement by Buyer will not result in
a breach or violation by Buyer or constitute a delault by Buyer under any agreement,
instrument or order lo which Buyer is a party or by which Buyer 1s bound; and

(d) Buyer is not aware of any action, proceeding or investigation pending or threatened
which might malerially adversely affect the ability of Buyer Lo perform its obligations
under this Agreement.

X. OPERATIONS PRIOR TO CLOSING

Operation. During the period [rom the execution of this Agreement to Closing, Seller will
cause the Property Lo be operaied in the manner in which it has been operated prior lo the
cxccution of this Agreement. Seller will not without Buyer’s writtcn consent pormit any new
leases or contracts or any amendmenl, modilication, lermination, surrender, extension or
assignment ol any of the contracts or any sublcasc of the Property or any waiver of Seller’s
rights under any of the contracts. Seller will keep and comply with all requirements of
encumbrances and will not without Buyer’s written consenl permil any new encumbrance or
any amendment, modification or termination of any encumbrance or any waiver of Scller’s
rights under any encumbrance on the Property.

Inspeetion. During the period from execution of this Agreement to Closing, Buyer and its

representatives may enter the Property to inspect the Properly and perform such inventories,
observations, tests and investigations as Buyer may rcasonably deem appropriate. Buyer will
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112

11.3

121

at Buyer’s cost repair any resulting damage to the Property and will indemnify and hold
harmless Scller from any injury or damage fo persons or property. Notwithstanding anything
in this Agreement to the contrary. this obligation and indemnity survive termination of this
Agreement.

XI. CASUALTY AND CONDEMNATION

Notice of Damage or Taking, Seller will give Buyer prompt notice ol any fire or other
casualty oecurring between the date of this Agreement and Closing which involves damage
to the Property and of any actual or threatened taking in condemmnation affecting the Property
ol which Seller has knowledge.

Option to Terminate. If prior to Closing:

(a) the Property sustains damage by fire or other casualty in an amount greater than 10%
of the Purchase Price under this Agreement;

(b) the Property is taken in condemnation or by transfer in lieu of condemnation; or
(c) condemnation proceedings are commenced against the Properly,

Buyer may terminate its obligations under this Agreement by written notice given to Scller
within fifleen (15) davs aller receipl ol the notice referred to in Section 11.1. If so
terminated, this Agreement will be void and of no effect and ncither Party will have any
further rights or obligations under this Agreement.

Affect on Closing. If Buyer is not entitled to or does not timely make the election provided
for in Section 11.2, this Agreement and the obligations of Seller and Buyer under this
Agreement will remain in [ull force and elTect except that:

{(a) Buyer will accept the Property with such damage or condemnation;
(h) there will be no abatement or reduction in the Purchase Price: and

(c) Seller will al Closing, pay over to Buyer any insurance proceeds and condemnation
awards rcecived prior to Closing which have not been applied to repairs and
restoration, and assign to Buyer Seller’s interest in all unpaid insurance proceeds and
condemmnabion awards,

Xl DEFAULTS AND REMEDIES

DBuyer’s Default and Seller’s Remedies. If Buyer defaults under this Apreement, and if Buver
fails to cure such default within Len (10) days alter written notice ol such defaull by Seller to
Buyer, then Scller may, as Seller’s sole and exclusive remedy, terminate this Agreement
pursuant to Minnesota Statutes section 559.21, as amended from time to time.
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12:2

123

124

13.1

Seller’s Defaults and Buyer's Remedies. Seller shall be in default under this Apreement if
Seller fails to meel, comply with, or perform any covenant, agreement, or obligation within
the time limits and in the manner required in this Agreement which is not cured within ten
(10) days after written notice of such default by Buyer to Seller. If Seller is in default under
this Agreement, Buyer may, as Buyer’s sole and exclusive remedies: (a) waive the
contractual obligations of Scller and proceed lo Closing; or (b) terminate this Agreement by
written notice delivered to Seller on or before the Closing.

Allomeys’ Fees. If cither Party to this Agreement defaults in the performance required
hercunder, and the non-defaulling Party employs an attormey to enforce the terms hereof,
such non-defaulting Parly shall be entitled to reasonable allorneys® [ees [rom the delaulting
Party il such non-defaulting Party substantially prevails in any litigation to enforce this
Agreement.

Limitation on Damages. In no event shall either Party be liable to the other Party for (and
each Party hereby waives all rights o) any speculative, consequential, or punitive damages
for any breach of or default under this Agreement or under any other provision ol this
Agreement.

XL NOTICE

Any notice authorized, required or permitted to be given under this Agreement must be in
writing and shall be deemed to have been given: (a) when delivered in person; (b) when
deposited with Federal Lxpress, UPS or other nationally recognized overnight couricr
service; or (c) when deposited in the United States mail, postage prepaid, certified mail or
registered mail, relum receipt requested, and in each case properly addressed Lo the Parties o
be notified at the following addresses:

If to Buyer: Shakopee Public Utilities Commission
255 Sarazin Street
Shakopee, MN 55379
Attention:  Joseph ). Adams
Telephone: (952) 445-1988
Facsimile: (952) 445-7767
Limail: jadams@shakopeeulilities.com

with copics to: Shakopce Public Utilities Commission
255 Sarazin Streel
Shakopee, MN 55379
Attention: Lon Schemel
Telephone: (952) 445-1988
Facsimilc: (952) 445-7767
Limail: Ischemel@shakopeeutilities.com
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MecGrann Shea Cammival Straughn & Lamb, Chartered
800 Nicollet Mail, Suite 2600

Minneapolis, MN 55402

Attention: Carla J. Pedersen

Telephone: (612) 338-2525

Facsimile: (612) 339-2386

Limail: ¢ipdmegrannshea.com

o Seller; D.R. Horton, Inc. - Mimmesota
20860 Kenbridge Court, Suite 100
lakeville, MN 55044
Attention: James R. Slaikeu, Vice President
Telephome: (952) 985-7403
Facsimile: (952) 985-7400
Email: jrslaikeu@drhorion.com

with copies to: D.R. Horton. Ine.
481 Munn Road, Suile 130
Fort Mill, SC 29715
Attention: Doug Brown, North Region President
Teclephone: (803) 431-2271
Email: Dbrown(@drhorton.com

D.R. Horton, Inc.

481 Munn Road, Suite 150

Fort Mill, 8C 29715

Attention:  Jennifer Roselius, Regional Counsel
Telephone: (803) 431-2270

Email: JLRosclius{@drhorton.com

Stinson Teonard Street

50 South Sixth Street, Suite 2600
Minncapolis, MIN 55402

Attention: John C. Kuehn
Telephone: (612) 335-1717
l'acsimile: (612) 335-1657

Emuail: john.kuchn{@stinson.com

13.2  Any Parly may, from time to time at any time change ils address by giving ten (10) days’
written notice to the other Parly ol such change of address in the manner set forth above.

X1V. GENERAL

14.1  Assignment.
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14.2

14.3

14.4

14.5

14.6

14.7

14.8

14.9

(a) Buyer shall not have the right to sell, assign, or transfer this Agreement without
Seller’s prior written consent, which consent may be granted or withheld by Seller in
Seller’s sole and absolute discretion, and any such purporled assignment by Buyer
without Seller’s consent shall constitute a default by Buyer under this Agrecment.
Any assignment by Buyer shall not relieve Buyer of its obligations contained in this
Agrecment and Buyer shall remain personally liable for the same.

(b) Seller shall not have the right to sell, assign, or transfer this Agreement withoul
Buyer’s prior wrillen consent, which consent may be granted or withheld by Buyer in
Buyer’s sole and absolute discretion, and any such purported assignment by Seller
without Buyer’s consenl shall constitute a default by Seller under this Agreement.
Any assignment by Seller shall not relieve Seller of its obligations contained in this
Agreement and Scller shall remain personally liable for the same.

(c) The terms, provisions, warranties, representations, covenants, and agrcements
contained in this Agreement shall apply to, be binding upon, and inure to the benefil
of, the Parties hereto and their respective legal representatives, successors, and
assigns.

Time is ol the cssence in the performance of this Agreement. If the time lor performance ol
any obligations hereunder lalls on a Business Day. the time for performance of such
obligations shall be extended to the next day which is not a Business Day “Business Day(s)”
means any day which is not a Saturday. Sunday or Minnesota state or federal holiday.

The Parties will cooperate to facilitate the purchase of the Property by Buyer under the terms
and conditions herein set forth.

The paragraph headings used in this Agreement are lor convenicnee purposcs only, and shall
nol be used in the interpretation of this Agreement.

All exhibits attached hereto are incorporated herein by reference and made a part of this
Agreement

Failure of Seller or Buyer to insist in any one or more instances upon the performance ol'any
ol the covenants, agreements, and/or conditions of this Agreement, or to exercise any right or
privilege herein conlerred shall not be construed as a waiver ol any such covenant or
condition.

Nothing contained herein is intended to create, nor shall il ever be construed to make, Seller
and Buyer partners or joint venturers.

The term *“Execution Date,” “date of this Agreement,” or “date hercof.” as used herein, shall
mean the later of the following dates: (1) the date of Seller’s signature; or (2) the date of
Buyer’s signature; or (3) the date of the Corporate Approval of the Seller..

Broker Commissions. Buyer and Seller cach represents that no salesperson, broker, or agent
has been retained by it in connection with this transaction. Buyer and Scller each
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14.10

14.11

14.12

14.13

14.14

14.15

indemnifies the other from any real estate or other sales commissions arising out of any claim
of any salesperson, broker or agent acting or claiming Lo have acted on behall’ of the
indemnifying Party in conncetion with this transaction.

NOTWITIISTANDING ANYTHING CONTAINED HEREIN TO THE CONTRARY,
NEITHER THIS AGREEMENT NOR ANY AMENDMENT HERET(O SHALL BE A
VALID AND ENFORCEABLE OBLIGATION OI' SELLER UNLESS EXECUTED BY
ANY ONE OF DONALD R. HORTON, DAVID AULD, MICHAEIL I. MURRAY,
R. DOUGLAS BROWN or BILL W, WHEAT, EACH AN "AUTHORIZED OFFICER” OI
SELLER, AND TN THE CASE OF THIS AGREEMENT OR ANY AMENDMENT
HERETO, THE EXECUTION BY SUCII OFFICER OCCURS WITHIN THIRTY (3()
DAYS OF THL EXECUTION OF THIS AGREEMENT OR AMENDMENT BY SELLER
AND BUYER'S REPRESENTATIVE. Such approval by an Authorized Officer is referred to
as “Corporale Approval™,

Access Lasement. At Closing, Seller shall grant to Buyer and Buyer shall accept from Seller,
and the Parties shall cxceute, an access easement substantially in the form of’ Exhibit B
attached hereto.

This Agreement may be cxecuted in any number ol identical counterparts thal, laken
together, shall constitute collectively one agreement; but in making proof of this Agreement,
it shall not be necessary to produce or account for more than one such counterpart.
Additionally, (1) the signaturc pages taken from separate mdividually execuled counterparls
ol this Agreement may be combined to form multiple fully-cxecuted counterparts; and (ii) a
facsimile signature or an electronically scanned signature shall be deemed to be an original
signature for all purposes. All executed counterparts ol this Agreement shall be deemed Lo
be originals, but all such counterparts, when taken together, shall constitute onc and the same
agrecment.

Entire Agrecement. This Agreement conlains the catire agreement between the Parties

relating to the Properly, and neither Party shall be bound by any verbal statement or
agreement made herctofore. Lixcept as otherwise expressly set forth in (his Section, this
Agreement may only be amended, modilied, or changed by a traditional written document
properly executed by Seller and Buyer. Such amendment may be transmitted by e-mail,
facsimile, or other method permitted by the provisions lor giving nolice in this Agreement.

agreements, obligations and undertakings made by Seller and Buyer in or pursuant to this
Agreement will survive Closing, lor a period of three (3) years after Closing, whether or not
so expressed in the immediate context of any such covenant, agreement, obligalion or
undertaking.

Construction. This Agrecment will be construed and enforced in accordance with the laws of
the Statc of Minnesota. Time is ol the essence of this Agreement. Seller and Buyer
acknowledge and agree that cach has been given the opportunity to independently review this
Agreement with lcpal counsel or has the requisile experience and sophistication to
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understand, interpret, and agree to the particular language of the provisions hereof, Seller
and Buycr have equal bargaining power, and infend the plain meaning of the provisions
herein. In the event of an ambiguity in or dispute regarding the interpretation of this
Agreement, the interpretation of this Agreement shall not be resolved by any rule of
interpretation providing lor interpretation against the Party who causes the uncertainty to
exist or agamsl the drafter.

[Remainder of this page is intentionally left blank. |
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IN WITNESS OF this Agreement, Seller and Buyer have duly executed 1l as of the date set out at its
head.

SELLER: D.R. HORTON, INC.-MINNESOTA,
a Delaware corporation

By:
Tis:

BUYER: SHAKOPEE PUBLIC UTILITIES COMMISSTON,
a Minnesola municipal utilily commission

By:
Ts:

By:
Its:

[Remainder of this page is infentionally lefi blank. ]
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CORPORATE APPROVAL - HORTON:

D.R. Horton, Inc.-Minnesota
(a Delaware corporation)

By:

MName:

Title:

Date:

| Remainder of this page is intentionally lefi blank. |



EXHIBIT A

Depiction of the SPUC Parcel (Outlot B)

[See attached|
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EXHIBITEB

Declaration of Access Easement

This Declaration ol Access Fasement (this “Declaration™) is made as of the  day of

~ ,2018. by and between D.R. Horton, Inc. — Minmesota, a Delaware corporation, Grantor,
in favor of the Shakopee Public Utilities Commission, a Minnesota municipal utility commission,
Ciranlee,

Recitals

A Grantor is the fee owner of the real properly located in the City ol Shakopee, County of
Scott, State of Minnesota legally deseribed as follows (the “Property™):

COnutlot A, Windermere Way

B. Grantor desires lo grant to Grantee, and Grantee desires to accept, the following non-

exclusive cascmcent, according to the terms and conditions contained herein,
Terms of Lasement

1. Grant of Casement. For good and valuable consideration, reccipt of which is acknowledged
by Grantor, Grantor grants and conveys to Grantee, a non-exclusive easement, consisting ofa
30.00 foot wide strip of land extending from Counly Road 15 or Countly Road 16, for ingress,
epress and access over, under, across and through the Property (the “Easement™) to provide
access (o the adjacent property legally described as Outlot B, Windermere Way (“Outlot B”).

2, Lasement Area and Relocation ol Easement Area. Initially, the Easement will be located in
the area depicled on Exhibit A (the “Lasement Area™). Grantor may from time to time
relocate the Easement Area within the Property, il in the sole opinion of Granlor such
relocation will accommodate the development activitics of Grantor.

3. Duration of Eascment. The Easement shall continue until Outlol Bis served by direct access
to a public road, which public road shall be in a location and configuration acceptable to
Grantee, Upon the completion of such public road providing direct access to Outlot B, the
Easement shall automatically terminate,

4, Cost of Tmprovements. lmprovements to the Easement, if any, shall be made at Grantee’s
sole expense. Grantor shall nol be obligated Lo pay any such cxpenses, and Grantor shall not
be obligated to pay any relocation costs in the event of any relocation of the llasement.

5. Scope of Fasement. The Fasement granted hercin includes the right of Grantee, its
contraclors, agents, and cmployees, to enter the Property at all reasonable times upon
reasonable notice to Grantor for the purpose ol gaining pedestrian and vehicular access to
QOutlot B. No provision ol this Declaration and no casement granted hercin shall be
construed or deemed a dedication of any rights to the general public or for any public use
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9.

whatsocver, it being the intention of the parties that this Declaration shall be strictly limited
to the purposes herein expressed.

Warranty of litle. Grantor warrants it is the owner of the Property and has the right, title and
capacity to convey to Grantee the Eascment herein.

Environmental Matters. Grantee shall not be responsible for any costs, expenses, damages,
demands, obligations, including penaltics and reasonable atlormey’s fees, or losses resulting
from any claims, actions, suits or proceedings based upon a release or threat of release of any
hazardous substances, pollulants, or contaminants which may have existed on, or which
relate o, the Easement Arca or Property prior to the date ol this Declaration,

Indemnity. As a condition ol Granior’s grant of this Iasement and Grantee’s use of this
Easement, Grantee shall indemnify Grantor, its successors and assigns, from any and all
damagces arising out of Grantee's or its agents’, employces® or representatives” mlentional or
negligent actions while in or on the Property.

Binding Effcet. The terms and conditions of this Declaration shall run with the land and be
binding on Grantor, its heirs, successors and assigns. This Declaration contains the entire
agreement between the partics related to the subject matter hereol. 1t is the intention of the
partics hereto that Grantor hereby grants the Fasement herein specilied withoul divesting
itself of the right to use and enjoy the Property, subject only to the rights of Grantce to use
the same for the purposes herecin expressed.

[Remainder of this page ts intentionally left blank. |



GRANTOR: D.E. HORTON, INC. - MINNESOTA,
a Delawarc corporation

By: =
Its:
STATL O MINNLESOTA )
) 58
COUNTY OF )
This instrument was acknowledged before me on the day of . 2018, by
. the ol D.R. Horton, Inc. — Minnesota, a
Delaware corporation.
Motary Public

NOTARY STAMP OR SLAL



GRANTLL:: SHAKOPEE PUBLIC UTILITIES COMMISSION,
a Minnesota municipal utility commission

By:
Its:
STATE OF MINNESOTA )
) 55,
COUNTY Or )
T'his instrument was acknowledged beforemeonthe  dayof L2018, by
, lhe of  Shakopee Tublic Utlities

Commission, a Minnesota municipal utility commission, on behalf of the commission.

Notary Public

NOTARY STAMP OR SEAL

THIS INSTRUMLENT DRAFTED BY:
Stinson Leonard Street LIP (JCK, JG5)
50 South Sixth Street

Suite 2600

Minneapolis, MIN 55402
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EXHIBIT A

Easement Area
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EXHIBIT B

Public Road



EXHIBITC

ESA Report of Findings Parcel

[See attached |
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EXHIBITD

Grading Plan

[Sce attached]
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SHAKOPEE PUBLIC UTILITIES

MEMORANDUM
TO: SHAKOPEE PUBLIC UTILITIES COMMISSSION
FROM: JOHN R. CROOKS, UTILITIES MANAGER/—

SUBJECT: FEBRUARY 2018 MMPA BOARD MEETING SUMMARY

DATE: MARCH 2, 2018

The Board of Directors of the Minnesota Municipal Power Agency (MMPA) met
on February 20, 2018 at the offices of Shakopee Public Utilities in Shakopee,
Minnesota.

The Board reviewed responses to MMPA's request for proposals for capacity
purchases.

The Board discussed the need to implement distributed generation tariffs and
rate schedules at the local governing body (City Council or Utility Commission)
level. MMPA has worked with the Minnesota Municipal Utilities Association to
prepare documents for each member to approve.

Participation in MMPA's Residential Clean Energy Choice program increased
over January. Customer penetration of MMPA's Clean Energy Choice program
for residential customers is at 2.6%, with a range of market penetration by
members of 1.4% to 5.6%.

Additional customers have also signed up for MMPA's Clean Energy Choice for
Business program.

The Board discussed the status of the renewable projects that the Agency is
pursuing.
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SHAKOPEE PUBLIC UTILITIES COMMISSION

“Lighting the Way - Yesterday, Today and Beyond™

March |, 2018

TO: John Crooks, Utilitics Manag ’
FROM: Renee Schmid, Director of Findnee and Administration

SUBJECT:  Proposal for Audit Services from berganKDV

Backpround

At the last Commission meeting on 2/20/18, the Commission directed stafl to request quotes [or audil
services [rom berganKDV for both a one year and a three engagement contract and bring the quotes back
lo the commission for consideration.

The proposal for engagement 15 attached. The rate for a onc year contract is $18,350. The rate for a threc
year contract is as lollows: 2018 - $18,050, 2019 - $18.650, and 2020 - $19,200.

Bequested Action

Staff requests the Commission Lo provide direction on the contract option (one year or three year) lor
audit services.
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February 28, 2018
Board of Commissioners
C/0 Ms. Renee Schmid, Director of Finance and Administration
Shakopes Public Utilities Commission
255 Sarazin Street
Shakopee, MN 55379
Dear Board of Commissioners and PUC Managerment:

This letter Is to confirm and summarize our understanding of the terms and ohjectives of our engagement and
the nature and limitations of the services we will provide.

Summary of Engagement Terms:

Level of Attest Service: Audit {Governmental) / Audit in accordance with Government Auditing Standards
(Governmental, if applicable) and Federal OME audit {if applicable.)

Financial Statements: Statements of Nat Position, Revenues, Expenses and Cash Flows.,

Financial Reporting Framework: Accounting Principles Generally Accepted in the United States of
America.

Period: As of and for the Year Ended December 31, 2017, 2018, and 2019,

Required Supplementary Information (RSl): Management's Discussion and Analysis (MD&A), Schedule of
Funding Progress — Other Post Employment Benefits, Schedule of Employer Contributions — Other
Post Employment Benefits, Schedules of Net Pension Liabilities and Contributions.

Supplementary Information: Opinion In relation Lo the financial statements as a wholg, including the
schedule of expenditures of federal awards, if applicable.

Engagement Partner: Steven Wischmann, CPA.
Mon-attest Services: Preparation of the financial statements/schedule of federal awards, If applicable.
Fees: Qur fees for these services will be as follows: December 31, 2018 - 518,050, 2019 - $18,650, and
2020 - 519,200. OMB Single audit program fees to be negotiated if required (annually). December 31,
2018 only option 518,350. Please indicate your decizion by circling the option approved.
We appreciate the opportunity to be of service to you and believe this letter and attached audit engagement
agreement accurately summarizes the significant terms of our engagement. If you have any questions, please
let us know. if you agree with the terms of our engagement as described In this letter and as further detalled

in the attached audit engagement agreeament, please sign the enclosed copy of this summary of engagement
terms and return it to us.

| have read and | agree to the summary of engagement terms listed above and the terms in the attached
audit engagement agreement.

Sincerely, Acknowledged by:

BergankDV, Ltd.

Se Wiriblo—

Steven Wischmann, CPA Title Date

Signature

BerganKDV, Ltd.
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This agreement s o confirm our understanding of the terms and objectives of our engagement and the nature and
limitations of the services we are to provide,

We will audit the financial statements as identified in the summary of engagement terms, Including the related notes to the
financial statements, which collectively comprise the hasic financial statements of the governmental entity. Accounting
standards generally accepted In the United States of America provide for certain required supplementary information (RS1),
such as management's discussion and analysis (MDEA), to supplement the governmental entity’s basic financial
statements. Such information, although not 2 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 basie financlal
statemeants in an appropriate operational, economic, or historical context. As part of our engagement, we will apply certain
limited procedures to the povernmental entity's RS1 in accordance with auditing standards generally accepied in the United
States of America. These limited procedures will consist of inquiries of management regarding the methods of preparing
the information and comparing the information for consistency with management's responses to our Inguiries, the basic
financlal statements, and other knowledge we obtained during our audit of the basic financial statements. We will not
express an oplnion or provide any assurance on the information because the limited procedures do not provide us with
sufficient cvidence to express an opinion or provide any assurance. The required RS1 is identified in the summary of
engagement terms and will be subjecled to certain limited procedures, but will not be audited.

We may also be engaged to report on supplementary information other than RSl, including the schedule of expenditures of
federal awards, that accompanies the governmental entity's financial statements. If we opine on the supplementary
information, accompanying the financlal statements as identified in the summary of engagement terms, we will subject the
supplementary information to the auditing procedures applied in our avdit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used Lo prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America and we will provide
an opinion on it in relation to the financlal statements as a whole.

1fwe do not provide an opinion or any assurance on the supplementary information other than RS as identified in the
summary of engagement terms, the other informalion accompanying the financlal statements will not be subjected to the
auditing procedures applied in our audit of the financial statements and our auditor's report will not provide an opinion or
any assurance on that other information.

Audit Objectives

The objective of our audit is the expression of opinions as to whether your financial statements are fairly presented, in all
material respects, In conformity with the financial reporting framewoerk identifled in the summary of engagement terms
and to report on the fairness of the supplementary information for which we opine on as identified in the summary of
engagement terms when considered in refation to the financlal statements as a whole. The ohjective also includes reporting
on —

# Internal control over financial reporting and compliance with provisions of laws, regulations, contracts, and award
agreements, noncomplliance with which could have a material effect on the financial statements In accordance
with Government Auditing Standards.

e« nternal control over compliance related to major programs and an opinion (or disclaimer of opinlon) on
compliance with federal statutes, regulations, and the terms and conditions of federal awards that could have a
direct and materizal effect on each major program In accordance with the Single Audit Act Amendments of 1996
and Title 2 U.5. Code of Federal Regulaticns (CFR) Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance).

The Government Auditing Standards report on internal control over financial reporting and on compliance and other
matters will include a paragraph that states that (1) the purpose of the report is solely to deseribe the scope of testing of
internal control and compliance and the results of that testing, and not to provide an opinion on the effectivenass of the
entity’s internal control or on compliance, and [2) the report is 2n integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity's internal control and compliance. The Uniform Guidance report
on internal control over compliance will include a paragraph that states that the purpose of the report an Internal control
over compliance is solely to describe the scope of testing of internal control over compliance and the results of that testing
based on the requirements of the Uniform Guidance. Both reports will state that the report is not suitable for any other
purpose,
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Dur audit will be conducted in accordance with auditing standards generally accepted in the United States of America; the
standards for finandal audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States; the Single Audit Act Amendments of 1996; and the provisions of the Uniform Guidance, and will include tests of
accounting records, a determination of major program(s) in accordance with the Uniform Guidance, and other procedures
we consider necessary to enable us to express such opinions. We will issue written reparts upon completion of our single
audit. We cannot provide assurance that unmodified opinlons will be expressed. Circumstances may arlse In which it is
necessary for us to modify our opinions or add emphasis-of-matter or other-matter paragraphs. If our opinions are ether
than unmodified, we will discuss the reasons with you in advance. If, for any reason, we are unable to complete the audit or
are unable to form or have not formed opinions, we may decline to express opinions or issue reparts, or we may withdraw
from this engagement.

Audit Procadures - General

An audit includes examining, on a test basis, evidence supporting the amounts and disclasures in the financial statements;
therefore, our audit will involve judgment about the number of transactions to be examined and the areas to be tested. An
audit also includes evaluating the appropriateness of accounting policies used and the reasanableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. We
will plan and perform the audit to obtain reasonabile assurance about whether the financial statements are free of material
misstatement, whether from (1) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or {4) violations of
laws or governmental regulations that are attributable to the government or to acts by management or employees acting
on behalf of the government. Because the determination of abuse is subjective, Government Auditing Standards do not
expect auditors to provide reasonable assurance of detecting abuse.

Because of the Inherant limitations of an audit, combined with the inherent limitations of internal contrel, and because we
will not perform a detailed examination of all transactions, there is a risk that material misstatements or noncompliance
may exist and not be detected by us, even though the audit is properly planned and perfarmed in accordance with auditing
standards penerally accepted in the United States of America and Government Auditing Standards. In addition, an audit is
not designed to detect immaterial misstatements or violations of laws or governmental regulations that do not have a
direct and material effect on the financial statements or major programs. However, we will inform the appropriate level of
management of any material errars, any fraudulent financial reporting, or misappropriation of assets that come to our
attention. We will also inform the appropriate level of management of any violations of laws or governmental regulations
that come to our attention, unless dearly inconsequential, and of any material abuse that comes to our attention. We will
include such matters in the reports required for a single audit. Our responsibility as suditors is limited to the period covered
by our audit and does not extend to any laler perlods for which we are not engaged as auditors.

Our proceduras will Include tests of documentary evidence supporting the transactions recorded in the accounts, and may
include tests of the physical existence of inventories, and direct confirmation of receivables and certain other assets and
liabilities by correspondence with selected individuals, funding sources, credltors, and Mnancial Institutions. We may
request written representations from your attorneys as part of the engagement, and they may bill you for responding to
this inguiry. At the conclusion of our audit, we will require certain written representations from you about your '
responsibilities for the financlal statements; schedule of expenditures of lederal awards; federal award programs;
compliance with laws, regulations, contracts, and grant agreements; and other responsibilities required by gencrally
accepted auditing standards.

Audit Procedures — Internal Control

Our audit will include obtaining an understanding of the government and its environment, including internal control,
sufficient to assess the risks of material misstatement of the financial statements and to design the nature, timing, and
extent of further audit procedures. Tests of controls may be performed to test the effectiveness of certain controls that we
consider relevant ta preventing and detecting errors and fraud that are material to the financlal statements and to
preventing and detecting misstatements resulting from illegal acts and other noncompliance matters that have a direct and
material effect on the financial statements. Our tests, If performed, will be l2ss in scope than would be necessary to render
an oplnion on internal control and, accordingly, no opinion will be expressed in our report on internal control issued
pursuant to Government Auditing Standards.

A= required by the Uniform Guidance, we will perform tests of controls over compliance to evaluate the effectiveness of the
deslgn and aperation of controls that we cansider relevant to preventing or detecting material noncompliance with
compliance requirements applicable to cach major federal award program. However, our tests will be less in scope than
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would be necessary to render an opinion on those controls and, accordingly, no opinion will be expressed in our repoart on
internal control issued pursuant to the Uniform Guidance.

An audit is not designad to provide assurance on internal control or to ldentify significant deficiencies or material
weaknesses. Howaver, during the audit, we will communicate to management and those charged with governance internal
control related matters that are required to be communicated under AICPA professional standards, Government Audiling
Standards, and the Uniform Guidance.

Audit Procedures — Compliance

A5 part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we
will perform tests of the governmental entity's compliance with provisions of applicable laws, regulations, contracts, and
agresments, Including grant agreements. However, the objective of those procedures will not be to provide an opinfon on
overall compliance and we will not express such an opinion in our report on compliance issued pursuant o Government
Auditing Standards.

The Uniform Guidance requires that we also plan and perform the audit to obtain reasonable assurance sbout whether the
auditee has complied with federal statutes, regulations, and the terms and conditions of federal awards applicable to major
programs. Our procedures will consist of tests of transactions and other applicable procedures deseribed in the OMB
Compliance Supplement for the types of complisnce requirements that could have a direct and material effect on each of
the governmental entity's major programs. The purpose of these procedures will be to express an opinion on the
governmental entity’s compliance with requirements applicable to each of Its major programs in our report on compliance
issued pursuant to the Uniform Guidance,

Other Services

We will also assist in preparing the financial statements, schedule of expenditures of federal awards, and related notes of
the governmental entity in conformity with the financial reporting framewaork Identified In the summary of engagement
terms and the Uniform Guidance based on information provided by you. These non-attest services do not constitute an
audit under Government Auditing Standards and such services will not be conducted in accordance with Government
Auditing Standards.

We may provide other non-attest services, as identified in the summary of engagement terms. These services may not be
fully covered under this engagement agreement and may be billed separately under other sgreements with you,

We will perform the services In accordance with applicable professional standards. We, in our sole professional judgment,
reserve the right to refuse to perform any procedure or take any action that could be construed as assuming management
responsibilities.

Management Responsibilities

Management is responsible for (1) establishing and maintaining effective internal contrals, including internal controls over
federal awards, and for evaluating and monitoring engoing activities, to help ensure that appropriate goals and objectives
are met; (2) following laws and regulations; (3} ensuring that there Is reasonable assurance that government programs are
administered in compliance with carmpliance reguirements; and (4) ensuring that management and financial informatlon is
reliable and properly reported. Management is also responsible for implementing systems designed to achieve compliance
with applicabile laws, regulations, contracts, and grant agreements. You are also responsible for the selection and
application of accounting principles; for the preparation and fair presentation of the financial statements, schedule of
expenditures of federal awards, and all accompanying information in conformity with the financial reporting framework
identified in the summary of engagement terms and for compliance with applicable laws and regulations (including federal
statutes) and the provisions of contracts and grant agreements (including award agreements). Your responsibilities also
include identifying significant contractor relationships in which the contractor has responsibility for program compliance
and for the accuracy and completeness of that Information,

Management is also responsible for making all financial records and related information available to us and for the accuracy
and completeness of that information. You are also responsibile for providing us with (1) access to all information of which
you are aware that is relevant to the preparation and fair presentation of the financial statements, (2] access to personnel,
accounts, books, records, supporting documentation, and other information as needed to perform an audit under the
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Unifarm Guidance, (3) additional information that we may request for the purpose of the audit, and (4) unrestricted access
to persons within the government from whom we determine it necessary to obtain audit evidence.

Your responsibilities include adjusting the financial statements to correct material misstatements and confirming to us in
the managemenl representation letter that the effects of any uncorrected misstatements aggregated by us during the
current engagement and pertaining to the latest period presented are immaterial, both individually and In the aggregate, to
the financial statements as a whole.

You are responsible for the design and implementation of programs and controls to prevent and detect fraud, and for
informing us about all known or suspected fraud affecting the government Involving (1) management, (2] employeas who
have significant roles in Internal control, and (3) others where the fraud could have a material effect on the financial
statements. Your responsibilities include informing us of your knowledge of any allegations of fraud or suspected fraud
affecting the government received in communications from employees, former employees, grantors, regulators, or others.
In addition, you are responsible for identifying and ensuring that the government complies with applicable laws,
regulations, contracts, agreements, and prants. Management is also responsible for taking timely and appropriate steps (o
remedy fraud and noncompliance with provisions of laws, regulations, contracts, and grant agreements, or abuse that we
report. Additlonally, as required by the Uniform Guidance, it is management’s responsibility to evaluate and monitor
noncompliance with federal statutes, regulations, and the terms and conditions of federal awards, take prompt action
when Instances of noncompliance are identified including noncompliance identified in audit findings, promptly follow up
and take corrective action on reported audit findings and prepare a summary schedule of prior audit findings and a
separate corrective action plan. The summary of prior audit findings should be available for our review during our field
work.

You are responsible for identifying all federal awards received and understanding and complying with the compliance
requirements and for the preparation of the schedule of expenditures of federal awards (including notes and noncash
assistance recefved) In conformity with the Uniform Guidance. You agree to include our report an the schedule of
expenditures of federal awards in any document that contains and indicates that we have reported on the schedule of
expenditures of federal awards. You also agree to include the audited financial statements with any presentation of the
schedule of expenditures of federal awards that includes our report thereon or make the audited financial statements
readily available to intended users of the schedule of expenditures of federal awards no later than the date the schedule of
expenditurcs of federal awards Is issued with our report thereon. Your responsibilities include acknowledging to us in the
written representation letter that (1) you are responsible for presentation of the schedule of expendilures of federal
awards in accordance with the Uniform Guidance; {2) you believe the schedule of expenditures of federal awards, including
its form and contant, is stated fairly in accordance with the Uniform Guidance; |3) the methods of measurement or
presentation have not changed from those used in the prior period; and {4] you have disclosed to us any significant
assumptions or Interpretations underlying the measurement or presentation of the schedule of expenditures of federal
awards.

Y¥ou are also responsible for the preparation of the other supplementary information, which we have been engaged to
report on, in conformity with the financial reporting framewaork identified in the summary of engagement terms. You agree
to include our report on the supplementary information in any document that contains and indicates that we have reported
on the supplementary information. You also agree to include the audited financial statements with any presentation of the
supplementary information that includes our report thereon or make the audited financial statements readily available to
users of the supplementary information no later than the date the supplementary information is issued with our repart
thereon. Your responsibilities include acknowledging to usin the written representation letter that (1) you are responsible
for presentation of the supplementary information in accordance with the financial reporting framework identified in the
summary of engagement terms; [2) you believe the supplementary information, Including its form and content, is stated
fairly in accordance with the financial reporting framework identified in the summary of engagement terms; (3) the
methods of measurement or presentation have not changed from those used in the prior period; and {4) you have disclosed
to us any significant assumptions or interpretations underlying the measurement or presentation of the supplementary
information.

Management is responsible Tor establishing and maintaining a process for tracking the status of audit findings and
recommendations. Management is also responsible for identifying and providing report copies of previous financial audits,
attestation engagements, performance audits, or other studies relaled to the objectives discussed in the Audit Objectives
section of this letter. This responsibility includes relaying to us corrective actions taken to address significant findings and
recommendations resulting from those audits, attestation engagements, performance audits, or studies. You are also
responsible for providing management's views on our current findings, conclusions, and recommendations, as well as your
planned corrective actions, for the report, and for the timing and format for providing that information.
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You sgree to assume all management responsibilities for the non-attest services identified in the summary of engagement
terms and any other non-attest services we provide, You will be required to acknowledge in the management
representation letter our assistance with preparation of the financial statements, schedule of expenditures of federal
awards, and related notes and that you have reviewed and approved the financial statements, schedule of expenditures of
federal awards, and related notes prior to their issuance and have accepted responsihility for them. Further, you agree to
oversee the non-attest services by designating an individual, preferably from senior management, with suitable skill,
knowledge, or experience; evaluate the adequacy and results of those services; and accept responsibility for them,

Engagement Administration, Fees, and Other

We may fram time to time, and depending on the circumstances, use third-party service providers in serving your account.
We may share confidential information about you with these service providers, but remain committed to maintaining Lhe
confidentiality and security of vour information. Accordingly, we maintain internal policies, procedures, and safeguards to
protect the confidentiality of your personal information. In addition, we will secure confidentiality agreements with all
service providers to malntain the confidentiality of your Inforimation and we will take reasonable precautions to determinz
that they have appropriate procedures in place to prevent the unauthorized release of your confidential information to
others. In the event that we are unable to secure an appropriate confidentiality agreement, you will be asked to provide
your cansent prior to the sharing of your confidential information with the third-parly service provider. Furthermore, we
will remain responsible for the work provided by any such third-party service providers,

We understand that your employees will prepare all cash, accounts receivable or ather confirmations we request and will
locate any documents selected by us for testing.

&t the conclusion of the engagement, we will complete the appropriate sections of the Data Collection Form that
summarizes our audit findings. It is management's responsibility to electronically submit the reporting package (including
financial statements, schedule of expendilures of federal awards, summary schedule of prior audit findings, auditors'
reports, and corrective action plan) along with the Data Collection Form to the federal audit clearinghouse. We will
coordinate with you the electronic submission and cerlification, IT applicable, we will provide copies of our report for you to
include with the reporting package you will submit to pass-through entities. The Data Collection Form and the reporting
package must be submitted within the earlier of 30 calendar days after receipt of the auditors' reports or nine months after
the end of the audit period.

We will provide copies of our reports to the governmantal antity; however, management is responsible for distribution of
the reports and the financial statements. Unless restricted by law or regulation, of containing privileged and confidential
information, copies of our reports are to be made avallable for public inspection.

The audit documentation for this engagement is the property of BergankDV, Ltd. and constitutes confidential information.
However, subject to applicable laws and regulations, audit documentation and appropriate individuals will be made
available upon request and in a timely manner to oversight, regulatory, state agencies or Lheir designees pursuant to
authority ghven to them by law or regulation, a federal agency providing direct or indirect funding, or the U.5. Government
Accountability Office for purposes of a quality review of the audit, to resolve audit findings, or to carry out cversight
responsibilities. We will notify you of any such request, If requested, access to such audit documentation will be provided
under the supervision of BerganXDV, Ltd. personnel. Furlthermore, upon request, we may provide copies of selected audit
documentation to the aforementioned parties. These parties may intend or decide to distribute the copies or information
contained thereln to others, Including other governmental agencies.

The audit documentation for this engagement will be retained for a minimum of five years after the report release date or
for any additional period requested by the oversight, regulatory or state agencies. If we are aware that a federal awarding
agency, pass-through entity, or auditee is contesting an audit finding, we will contact the party(ies) contesting the audit
finding for guidance prior to destroying the audit documentation.

The engagement partner, as identified in the summary of engagement terms, is responsible for supervising the engagement
and slgning the reports or authorizing another individual to sign them.

Cur fees for these services are detailed inthe summary of engagement terms. The fee estimate is based on anticipated
cooperation from your personnel and the assumption that unexpected circumstances will not be encountered during the
engagement. If significant additional time is necessary, we will keep you Informed of any problems we encounter and our
fees will be adjusted accordingly. Our Invoices for these fees will be rendered each month as work progresses and are
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payable on presentation. In accordance with our firm policies, work may be sus pended if your account becomes 60 days or
maore averdue and will not be resumed until your account is paid in full. If we elect to terminale our services for
nonpayment, our engagement will be deemed to have been completed upon written notification of termination, even if we
have not completed our report. You will be obligated 1o compensate us for all time expended and to reimburse us for all
out-of-packet expenditures through the dale of termination. A service charge of 1% per month, which s an annual rate of
12%, will be added to all accounts unpaid 30 days after billing date. IF collection action is necessary, expenses and
reasonable attorney's fees will be addead to the amount due,

You may request that we perform additional services not contemplated by this engagement agreement or summary letter.
If this ocours, we will communicate with you regarding the scope of the additional services and the estimated fee, We also
may issue a separate engagement agreement and summary letter covering the additional services. In the absence of any
other written communication from us documenting such additional services, our services will continue to be governed by
the terms of this engagement agreement and summary letter,

During the course of our engagement, we may accumulate records containing data which should be reflected in your books
and records. You will determine that all such data will be so reflectad, Accordingly, you will not expect us to malntaln coples
of such records in our possession,

This engagement agreement and summary letter includes your authorization for us to supply you with electronically
formatled financial stalements or drafts of financial statements, financially sensitive information, spreadsheets, trial
balances or other financial data from our files, upon your request.

If you intend to publish or otherwise reproduce the financial statements and make reference to our Firm name, you agree
to provide us with printers' proofs or masters for our review and approval before printing. You also agree to provide us with
a copy of the final reproduced material for our approval before it is distributed. Additionally, if you include our report ora
reference to our Firm name in an electronic format, you agree to provide the complete electronic communication using or
referring to our name to us for our review and approval prior to distribution.

During the course of our engagement, we will request information and explanations from management regarding the
entity’s operations, internal controls, future plans, specific transactions, and accounting systems and procedures. At the
conclusion of our engagement, we will require, as a precondition to the issuance of our report, that management provide
certain representations in a written representation letter. The procedures we will perform in our engagement and the
conclusions we reach as a basis for our report will be heavily influenced by the written and oral representations that we
recefve from management. Accordingly, false representations could cause us Lo expend unnecessary efforts or could cause
a material error or a fraud to go undetected by our procedures. In view of the foregoing, you agree that we shall not be
responsible for any misstatements in the entity's financial statements that we may fail to detect as a result of false or
misleading representations that are made to us by management.

Any disputes between us that arise under this agreement, or for a breach of this agreement, or thal arlse out of any other
services performed by us for you, must be submitted to nonbinding mediation before either of us can start a lawsuit against
the other. To conduct mediation, each of us shall designate a representative with authority to fully resolve any and all
disputes, and those representatives shall meet and attempt to negotiate a resolution of the dispute. IF that effort fails, then
a competent and impartial third party acceptable to each side shall be appeinted to hold and conduct a nonbinding
mediation proceeding. You and we will equally share in the expenses of the mediator and each of us will pay for our own
altorneys' fees, if any. No lawsuit or legal process shall be commenced until at least 60 days after the mediator’s first
meeting with the parties.

The nature of our engagement makes it inhorently difficult, with the passage of time, to present evidence in a lawsuit that
fully and falrly establishes the facts underlying any dispute that may arise between us. We both agree that notwithstanding
any statute of limitation that might otherwise apply to a claim or dispute, including one arising out of this agreement or the
services performed under this agreement, or for breach of contract, fraud or misrepresentation, a lawsuit must be
commenced within 24 months after the date of our report. This 24 month period applies and starts to run on the date of
each report, even if we continue to perform services in later periods and even If you or we have not become aware of the
existence of a claim or the basis Tor a possible claim, In the event that a claim or dispute s not asserted at least 60 days
before the expiration of this 24 month period, then the period of limitation shall be extended by 60 days, to allow the
parties of conduct nonbinding mediation.

Our role is strictly limited Lo the engagement described in this letter, and we offer no assurance as to the results or ultimate
outcomes of this engagemant or of any decisions that you may make based upon our communications with, or our reports

]
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to you. Your entity will be solely responsible for making all decisions concerning the contents of our communications and
reports, for the adoption of any plans and for implementing any plans you may develop, including any that we may discuss
with you.

You agree that it is appropriate to limit the liability of BergankKDV, Ltd., its shareholders, directors, officers, employees and
agents and that this limitation of remedies provision is governed by the laws of Minnesota, without giving effect to choice
of law principles.

You further agree that you will not hold us llable for any claim, cost or damage, whether based on warranty, tort, contract
ar ather law, arising from or related to this agreement, the services provided under this agreement, the work product, or
far any plans, actions or results of this engagement, except to the extent authiorized by this agreement. In no event shall we
he liable to you for any indirect, special, Incidental, consequential, punitive or exemplary damages, or for loss of profits or
loss of goodwill, costs or attorney's fees.

The exclusive remedy available to you shall be the right to pursue claims for actual damages that are directly caused by acts
or omissions that are breaches by us of our duties under this agreement. :

Government Auditing Standards require that we provide you with a copy of our most recent external peer review report
and any letter of comment, and any subsequent peer review reports and letters of comment received during the period of
contract. Our 2014 peer review report is attached as follows.
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Report on the Firm’s System of Quality Control

October 16, 2017

To the Partners of BergankDV, Ltd.
and the Peer Review Committes of the Minnesota Society of CPAs

We have reviewed the system of quality contral for the accounting and auditing practice of
BerganKDV, Ltd. (the firm) in effect for the year ended March 31, 2017. Our peer review was
conductad in accordance with the Standards for Performing and Reporting on Peer Reviews
established by the Peer Review Board of the American Institute of Ceriified Public Accountants

(Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed in a
System Review as described in the Standards may be found at www.aicpa.org/prsummary, The
summary also includes an explanation of how engagements Identified as not performed or
reported in conformity with applicable professional standards, if any, are evaluated by a peer
reviewer to determine a peer review rating.

Firm's Responsibility

The firm is responsible for designing a system of quality control and complying with it to provide
the firm with reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. The firm is also responsible for evaluating actions
to promptly remediate engagements deemed as not performed or reported in conformity with
professional standards, when appropriate, and for remediating weaknesses in its system of quality
control, if any.

Peer Reviewer's Responsibility

Qur responsibility is to express an opinion on the design of the system of quality control and the
firm's compliance therewith based on our review.

Requlred Selections and Considerations

Engagements selected for review included engagements performed under Government Auditing
Standards, including compliance audits under the Single Audit Act and audits of employee benefit

plans.

As a part of our peer review, we considered reviews by regulatory entities as communicated by
the firm, if applicable, in determining the nature and extent of our procedures.

211 5. B4th Strest Fhona: 402.483.7781
Lincoln, ME BB310 Fax: 402.483.5188

www.bmgrcpas.com Emall; info@bmgcpas.com



Opinion

In our opinion, the system of quality control for the accounting and auditing practice of
BergankDV, Ltd. in effect for the year ended March 31, 2017, has been suitably designed and
complied with to provide the firm with reasonable assurance of performing and reperiing in
conformity with applicable professional standards in all material respects. Firms can receive a
rating of pass, pass with deficiency(ies) or fail. BergankDV, Lid. has received a peer review rating

of pass,

BMG Certified Public Accountants, LLP
e

MG

Lincoln, Mebraska
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John Crooks, Utilities Manag

Joe Adams
Grreg Drent

Lon Schemel
Sharon Walsh
Sherri Anderson
Tyra Kratochvi
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FROM: Renee Schmid, Director of Iinance and Administration

SUBIECT:  Iinancial Results lor December, 2017 &

2016 — 2017 Comparative Financial Results

The following financial statements are attached for your review and approval.

1) Month to Date Financial Resulls — December, 2017
2) Ycar to Date I'inancial Results — December, 2017
3) 2016 2017 Comparative Financial Resulls

Key 1lems o nole:

Month to Date inancial Resulis — December, 2017

Total Utility Opcrating Revenues for the month of December totaled $4.0 million
and were favorable to budget by $309k or 8.3%. Electric revenues were favorable
to budget by 5289k or 8.4% and water revenues were also favorable to budget by
$20k or 7.8%.

Total operating expenses were $4.5 million and were unfavorahle (o budget by
$902k or 24.8%. Total purchased power costs in December tolaled $2.7 million
and were $190k or 7.5% unfavorable to budget for the month.

Total Operating Expense for clectric including purchased power was unfavorable
to hbudget by $851k or 26.1% duc to higher than planned expenses in purchased
power costs of $190k, timing ol energy conservation expenses of $453k, and
emplovee benefits expense ol $205k which includes $209k ol change in pension
liability cxpense for PERA GASB 68, higher than plan outside services expense
of $117k for consulting project engagements for electric long range planning, arc
[Tash study, and the annual operation report, offset by lower than plan
depreciation expensc of $39k reflecting yearend adjustments for capitalized assets
and lower than plan expenses in customer service of $47k and other expenses of
$28k.

Total Operating Expense for Water was unfavorable to budget by $51k or 13.73%
duc to higher than plan operation and maintenance expense of $33k due to well
repairs, employee benefits expense of $32k which includes 569k of change in
pension liability expense for PLRA GASD 68, higher than plan outside serviecs
expense of $26k for consulting project engagements for the water supply plan,

|



offset by lower than plan depreciation expensc of $42k reflecting yearend
adjustments for capitalized assets and lower than plan expenses in customer
service ol $16k and other expenses ol $2Kk.

Total Utility Operating Income was a loss $523k and was $593k unfavorablc to
budgel primarily due to higher than planned operating expenses due to timing and
yearend adjustments that were partially offset by higher than planned operating
TEVENUES.

Total Utility Non-Operating income was $207k and was favorable to budget by
$190k due to higher than plan rental and miscellancous income of $227k, and
investment income of $4 1k, and was partially offsct by a loss on disposition of
property of $78k due to carly retirement ol a waler main thal was reconstructed as
part ol the high school expansion project.

Capital Contributions lor December totaled $2.2 million and were favorable to
budget by $2.0 million due Lo higher than plan capital contributions of $2.3
million for developer construcied water main projects of $1.3 million, and other
project contributions related to work order closings of $0.9 million in clectric, that
were partially offsct by lower than plan Water Connection [ees of $0.2 million.
Municipality contributions to the City of Shakopee lotaled $320k and were higher
than plan by $120k due to higher sales in electric and water year over year.
December includes the vear end truc up for payments due to the city for free
service and city transfer fees.

Change in Net Position was $1.6 million and was lavorable to budget by §1.5
million primarily duc to higher than plan capital contributions of $2.1 million,
higher than plan non-operating income of $0.2 million, and were partially offsel
by lower than plan operating income of $0.6 million, and higher than plan
municipal contributions Lo the City ol Shakopec of $0.1 million.

Year to Date 'inancial Results - 2017

Total Utility Operating Revenue year to date December was $52.1 million and is
unfavorable to budget by $1.2 million or 2.3%. Lleetric revenues were
unfavorable to budgel by $1.5 million or 3.1% and water revenucs were favorable
to budget by $0.3 million or 5.6%. The lower than plan revenues ol $1.5 million
in clectric were driven by lower than plan energy sales in the residential and
industrial revenue groups of $0.6 million and lower than plan power cost
adjustment income ol $0.9 million due to lower than plan sales and lower than
planned purchased power cost per kWh. The 2017 purchased power cost/kwh
was 7.336 cents versus a planmed costkwh ol 7.496 cents or 2.1% lower than
plan. ‘Total kWh sales in 2017 were 429.3 million kwh compared to a plan of
435.9 or 1.3% lower than plan. Water sales volume in all revenue groups
exceeded planned projections for the year which is driving the favorable revenue
variance [or the year. Total water sales gallons for 2017 were 1.7 billion gallons
which exceeded planmed sales volume ol 1.6 billion gallons.

Total Utility Operating Expenses year lo date December were $45.2 million and
were favorable to budget by $2.4 million or 5.1%. Flectric Operating expense
totaled $41.1 million and was favorable to plan by $2.0 million or 4.7%. Water
operating cxpensc totaled $4.1 million and was also favorable to plan by $0.4
million or 9.2%. Purchased power costs totaled $33.2 million and were lower
than plan by $1.1 million or 3.1% driven by lower sales and lower purchased
power costs per kWh. Operation and maintenance expenses were lower than plan
in electric and water by $0.3 milhon. Administrative and general expenses were
favorable to plan by $0.6 million driven by lower than planned expenditures in
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2016

outsides services of $0.3 million due to lower than planned spending in legal fees
for territory acquisition and litigation, lower than planned projeet costs for the
sceurity asscssment project, and lower than planned spending on consulting
expense duc to project implementation delays for EBill preseniment and disaster
recovery, and lower than planned expenses in meter reading and customer service
of $0.1 million due to delay in hiring new staff and restructure of meler reading
stall, and lower than plan employce benefits, administrative personnel, and other
miscellaneous expenses $0.2 million. Depreciation expense was lower than plan
by $0.4 million due to timing ol the capitalization of the Dean Lake Sub Station
and other water projects between 2016 and 2017.

Total Utility Operating Income was $6.8 million and was lavorable to budgel by
$1.2 million driven primarily by lower than planned operating expenses and
parlially ofTset by lower than planned clectric revenues.

Total Utility Non-Operating Income was $0.6 million and was favorable to budget
by $0.2 million due to higher than planned rental and miscellaneous income ol
$0.2 million and higher than plan invesiment income ol $0.1 million, and partially
offset by $0.1 million due to loss on the disposition ol property.

YTD Capital Contributions were $5.6 million and were favorable to budget by
$3.8 million primarily due to higher than plan water connection fees of $1.4
million, and capital contributions of $2.4 million for clectric and water projeets.
Connection fees included several large projects related to new commercial
development in Shakopee during the year. Capital projects include $1.3 million
in donated water main developer projects and $0.8 million in contributions for
distribution upgrade work at the Dean Lake sub-station which was necessary to
support interconnection of the MMPA Shakopee Encrgy Plant.

YTD Municipal Contributions to the City ol Shakopee was $2.4 million and is
slightly unfavorable to budget by $6k or 0.3%.

Y'I'D Change in Net Position is $10.6 million and is favorable to budget by $5.3
million primarily due to lower than planned operating expensecs of $2.4 million,
higher than plan miscellancous and investment income of $0.2 million, and higher
than planned capital contributions of $3.8 million driven by water connection lees
and capital contributions, and partially offset by lower than planned operaling
revenues of $1.2 million.

2017 Comparative I'inancial Results

Total Ttility Operating Revenue was $52.1 million in 2017 compared to $50.8
million in 2016, an increase of $1.3 million or 2.6%. Electric revenues increased
year over year by $0.7 million or 1.5% reflecting an increasc in total kWh salcs
volume of (0.6%. and an increase in power cost adjustment revenue driven by
increased power costs, and partially offsct by lower underground relocation
revenues due Lo a decrease in rates. Waler revenues also increased year over year
by $0.6 million or 13.5% also driven by an increase waler gallons sold of 3.9%
and a 10% rate increase waler commaodily usage rales.

Total Utility Operating Expenses were $45.2 million in 2017 compared to $43.5
million in 2016, an increase of $1.7 million or 3.9% driven primarily by higher
purchased power costs of $0.9 million duc to higher sales and increased costs of
purchased power per kWh ot 2.1%, higher outside services ol $0.3 million, higher
operation and mainlenance expense, customer accounls expense, administrative
expense, and other expenses ol $0.2 million, and higher depreciation expense of
$0.3 million.



‘Total Utility Operating Income was $6.8 million in 2017 as compared to $7.2
million in 2016, a decrease of $0.4 million or 5.6% driven by higher operating
revenues of $1.3 million and offsel by increased operating cxpensc of $1.7
million.

Total Utility Non-Operating Income was $603k in 2017 compared to $440k of
Non-Operating income in 2016, an increase of $162k. The increase in 2017 lrom
2016 included higher rental and miscellaneous income ol $121k, higher
investment income ol $91k, and lower interest expense of $9k, which were
partially offset by increases in losscs on disposition of property of $58k due to the
retirement of assets.

Capital Contributions totaled $5.6 million in 2017 as compared to $2.9 million in
2016, an incrcasc of $2.7 million. The increase is altnbutable Lo higher collection
ol water connection lees of $0.6 million, and higher capital contributions of $2.1
million.

The transfer to the City of Shakopee was $2.4 million in 2017 as compared to
$2.3 million for 2016, an increase ol $0.1 million or 5.9% driven by revenuc
incrcases year to year.

Change in Net Position is $10.6 million in 2017 compared to $8.3 million in
2016, an increase of $2.4 million year over year. Electric Net Position in 2017
increased $0.2 million from 2016 and Water Net Position in 2017 increased $2.2
million from 2016 primarily due to increased operating revenuc and capital
contributions in 2017 as compared Lo 2016

The number of electric customers billed in December, 2017 totaled 17,126 as
compared to 17,084 as of December 2016, rellecting an increase ol 42 cuslomers
or 0.25% for the year 2017.

Number of Electric Customers
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= The number of water customers billed in December, 2017 was 11,299 as
compared to 11,277 as of December 2016, reflecting an increase of 22 customers
or (1.2% for the year 2017.

Number of Water Customers
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KWH Purchased and Sold

= ‘Total kWh purchased in 2017 was 452,308,391 as compared to 449,534,290 in
2016, reflecting an increase of 0.62% year over year. Total KWH sold in 2017
was 429,261,118 as compared to 426,048,194 in 2016, rellecting an increase ol
0.75% lor the year 2017. Electric Operating revenues totaled $46.8 million in
2017 compared Lo $46.2 million in 2016, an increase of $0.7 million or 1.5%
driven by higher kWh sales, and higher power cost adjustiment revenue due to
increased costs of power per kWh, and partially offset by lower underground
relocation revenues due o a rale decrease. Power costs per kWh sold increased
from 7.181 cents per kWh in 2016 Lo 7.336 cents per kWh, an incrcase of 2.15%.

KWH Sold and Purchased & Electric Revenue
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= Water Gallons pumped in 2017 totaled 1.778 billion gallons as compared to 1.749
billion gallons in 2016, reflecting an increase ol 1.6% for the year 2017 from
2016. Water Gallons sold including hydrant sales in 2017 totaled 1.671 billion
gallons as compared to 1.609 billion in 2016, rellecling an increase of 3.6% for
the year 2017 from 2016. Watcr operating revenues excluding Reconstruction
Fees totaled $4.5 million in 2017 as compared to $4.0 million in 2016, an increase
of 11.9%. Commodily rates increased by 10% in 2017. The water rate structure
alipns with conservation based rate structlure as required by the DNE,

Water Gallons Pumped & Sold & Water Revenue
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SHAKOPEE PUBLIC UTILITIES

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND MET POSITION

OPERATING REVENLIES

OPERATING EXPENSES
Oparation. Customar and Adrminisialive
Deprecialian
Amortization of Planl Acguisition
Tk Oeialing Cepenges

Operaling Incoma

NON-DPERATING REVENLE (EXPENSE)
Hental and Mizcefaneous
Indcrdepartment Rend fraem Waler
Invveebment Income
Inforesf Euprese
Arportizason of Debt lzsuanca Costs and Loss on Refunding
Gaindl osx) on lhe Disgposition of Propeny
lotal Mon-Cpsrating Revenus (Expansea)

Incama Befare Contributions and Transfers
CAPTAL CONTRIBUTIONS
MUNICIPAL CONTRIBUTION

CHANGE IN NET POSTTION

Month to Date Actual - December 2017 Month to Dain Budget - Docomber 2017 Elcctric Watar [ Total Ukility
Total Total W10 Actual v. Budget BAW) | [MTD Actial v, Budgel BAW,| (M0 Aciual v. Budgel BYW)]
Electric Water Utilidy Eloctric Water Utility 5 % 5 % ] %
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{ D4R 1) {167,072} (315,168) 186,692 (108,794} 87,623 (344, 7GR} 175.9% 158 278y -53.6% (403 DA 458 G%
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SHAKOPEE PUBLIC UTILITIES
ELECTRIC OPERATING REVENUE AND EXPENSE

MTD Actual v. Budget

MTD Actual MTD Budget Eetter/{\Worse)
December 2017  December 2017 5 %
OPERATING REVENUES
Sales of Electricity
Residential 5 1,302 681 1,254,721 47,861 3.8%
Commercial and Industrial 2,399,725 2174 267 225 458 10.4%
Unecollectible accounts {51,748) (73,134) 21,380 -
Total Sales of Electricity 3,650,560 3,355,853 294 707 8.8%
Foreited Discounts 14 986 21,016 (5,030) 28 7%
Free semnvice to the City of Shakopee 11,687 14,223 {2,635) -18.5%
Consanvation program 55172 52,289 2,883 5.5%
Total Operating Revenues 3,732,306 3,443,381 288,825 B.4%
OPERATING EXPENSES
Cperations and Maintenance
Purchased power 2,713,807 2,524 285 (189,522) -7.5%
Distribution operation expenses 30,670 39436 8,766 22 2%
Distribution system maintenance 42 977 hh 428 12,451 22 5%
Maintenance of general plant 54,114 35,652 {18,462) -51.8%
Total Operation and Maintenance 2 B41 567 2,654,801 {186,767) -7.0%
Customer Accounts
Meter Reading 8,367 9810 1,443 14.7%
Customer records and collection (811) 44 751 45,562 101.8%
Energy conservation 511,847 58,828 (453,119) -770.2%
Total Customer Accounts 518,503 113,388 (406,114) -358.2%
Administrative and General
Administrative and general zalaries 46,6525 49 959 3.444 5.9%
Office supplies and expense 8,833 15,471 6,638 42.8%
Dutside services employed 158,398 40,959 {117,439) -288. 7%
Insurance 8,928 15,727 6,789 43.2%
Employee Benefits 349,022 143,488 (205,533) -143.2%
Miscellanequs general 26,994 36,063 8,069 25 1%
Total Administrative and General 588,710 301,678 {297,032) -98.5%
Total Operation, Customer, & Admin Expenses 3,958,780 3,069,868 {BB9,D13) -29.0%
Depreciation 150 226 189 194 38,968 20.6%
Amortization of plant acquisition - - - 0.0%
Total Operating Expenses 3 4,110,006 3,259,061 {850,945) -26.1%
OFERATING INCOME & (377,700) 184,320 (562.020) -304.9%
MAZOTTFINANCIAL STATEMENTS & TRIAL BALANCE\FINANCIAL STATMENTS & TRIAL BALANCE - MTD 12-31-17.xismElectric Op Rev & Exp 272002018



SHAKOPEE PUBLIC UTILITIES
WATER OPERATING REVENUE AND EXPENSE

MTD Actual v. Budget

MTD Actual MTD Budget
December 2017 December 2017
OPERATING REVENUES
Sales of Water 5 281,633 270,423
Forfeited Discounts 1,143 1,731
Uncollectible accounts {1,290) (11.151)
Total Operating Revenues 281,385 261,004
OPERATING EXPENSES
Operations and Maintenance
Pumping and distribution operation 38,706 38,284
Pumping and distribution maintenance 62,734 33,731
Power for pumping 26,575 23,252
Maintenance of general plant 4071 2,342
Total Operation and Maintenance 132,086 898,620
Customer Accounts
Meter Reading 4,505 7,502
Customer records and collection (1,289) 11,996
Energy conservation - -
Total Customer Accounts 3,215 19,588
Administrative and General
Administrative and general salaries 29,708 31,460
Office supplies and expense 3,743 5,926
Outside services employed 43.087 17,377
Insurance 24979 5,242
Employee Benefits 104,100 92,180
Miscellanegus general 25083 19,971
Total Administrative and General 208 681 132 167
Total Operation, Customer, & Admin Expenses 343,983 250,376
Depreciation 82259 124,473
Amortization of plant acquisition - <
Total Operating Expenses 426,242 374,848
OPERATING INCOME $ (144 856) (113.845)

MA2017\FINANCIAL STATEMENTS & TRIAL BALANCE\FINANCIAL STATMENTS & TRIAL BALANCE - MTD 12-31-17 xlsmWater Op Rev & E&20/2018

Better/(Worse)

$ %
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SHAKOPEE PUBLIC UTILITIES

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

OPERATING REVENUES

QOPERATING EXFENSES
Dperation; Cusiomer and Adminisirakve
Deprecialion
Armortization of Pant Acquisiton
Tedal Oporafing Fxpenses

Operaling Income:

NON-OPERATING REVENUE (EXPENSE)
Rental aml Misceflansods
nterdeparimant Ran trom VWater
Investment Incomo
Inberesi Experise

Arnpriization of Dabt issuence Costs and Loss on Refunding

Gain{Loss) on the Disposiion of Propesty

Todal Men-Ogpevaling Revenus (Expansa)

Income Aofme Gonlibulions and Transfers

CAPITAL CONTRIBUTIONS
MUNICIPAL CONTRIBUTION

CHANGE IN NET POSITION

MAZDITIFINANCIAL STATEMENTS & TRIAL BALANCEWINANCIAL STATMENTS & | HIAL BALANCE - YTD 12-31-17 xlsm
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SHAKOPEE PUBLIC UTILITIES

ELECTRIC OPERATING REVENUE AND EXPENSE

OPERATING REVENUES
Sales of Elecinicity
Residential
Commercial and Industrial
Uncollectible accounts
Total Sales of Electricity
Forfeited Discounts
Free zervice to the City of Shakopee
Conservation program
Total Operating Revenues

OPERATING EXPENSES
Operations and Maintenance
Purchased power
Distribution operation expenses
Distribution system maintenance
Maintenance of general plant
Total Qperation and Maintenance

Customer Accounts
Meter Reading
Customer records and collection
Energy conservation
Total Customer Accounts

Administrative and General
Administrative and general salaries
Office supplies and expense
Qutside services amployed
Insurance
Employee Benefits
Miscellaneous general

Total Administrative and General

Total Operation, Customer, & Admin Expenses

Depreciation
Amortization of plant acquisition
Total Operating Expenses

OPERATING INCOME

¥TD Actual
December 2017

¥TD Budget
December 2017

¥TD Actual v. Budget

16,495,838 17,091,569
29,341,945 30,222,902
(51,746) (73.134)
45,787,037 47 241,336
248 556 252,193
168,038 170,673
683,413 705,937
46,887,043 48,370,139
33,180,393 34,245,700
390,397 473,233
627,840 665,138
283,974 427,821
34,482,603 35,811,892
101,514 117,716
467,356 537,016
683,413 705,937
1,252,283 1,360,660
564,340 599,633
132,106 185,851
281,500 491,513
153,709 188,725
1,833,539 1,823,862
373,068 432,752
3,338,262 3,722,136
39,073,148 40,894,697
2,055,840 2,270,325
41,128,088 43,165,023
5,758,055 5,205,116

Better/(Waorse)

3 Yo
{594,731) -3.5%
(880,957) -2.9%

21,388 -

(1.454,299) -3.1%
(3,837) -1.4%
(2.635) -1.5%

(22 524) -3.2%
{1,483,006) -31%
1,065,208 3.1%
82,836 17.5%
37,298 5.6%
143,848 33.6%
1,320,290 3.7%

16,202 13.8%

69,660 13.0%

22,524 3.2%

108,388 8.0%
35,293 5.9%
53,645 28.8%

210,013 42 7%

35,016 18.6%

(9,678) 0.5%

50,685 13.8%

383874 10.3%
1,821,650 4.8%
214 485 9.4%

- 0.0%

2,036,035 4.7%

552,938 10.6%

MAZ01TWFINANGIAL STATEMENTS & TRIAL BALANCEFINANCIAL STATMENTS & TRIAL BALANCE - YTD 12-31-17_xlsmElectric Op Rev & Exp
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SHAKOPEE PUBLIC UTILITIES
WATER OPERATING REVENUE AND EXPENSE

YTD Actual v. Budget

YTD Actual YTD Budget Better/(Worse)
December 2017  December 2017 3 %a
OPERATING REVENUES
Sales of Water ] 5,161,591 4 898,097 263,494 5.4%
Forfeited Discounts 23,808 20,776 3,122 15.0%
Uncollectible accounts {1,288) (11,151) 9.862 -
Total Operating Revenues 5,184,200 4907722 276,478 5.6%
OPERATING EXPENSES
Operations and Maintenance
Pumping and distribution operation 446,320 471,532 25212 5.3%
Pumping and distribution maintenance 336,401 404 773 658,372 16.9%
FPower for pumping 289 227 279,029 (10,197) -3.7%
Maintenance of general plant 35,362 28,108 (7,254) -25.8%
Total Operation and Maintenance 1,107,310 1,183,443 76,133 6.4%
Customer Accounts
Meter Reading 56,367 91,102 34,735 381%
Customer records and collection 125,880 143,956 17,976 12.5%
Energy conservation 1,834 12,000 10,166 -
Total Customer Accounts 184,182 247 058 62,877 25.5%
Administrative and General
Administrative and general salaries 358,588 377,525 18,937 5.0%
Office supplies and expense 61,221 71,115 9,895 13.9%
Outside services employed 153,586 208,523 54,927 26.3%
Insurance 51,236 62,908 11,672 18.6%
Employee Benefits 646,966 660,283 13,317 2.0%
Miscellaneous general 244,163 239,651 (4,512) -1.9%
Total Administrative and General 1,515,770 1,620,008 104,236 B.45%
Total Operation, Customer, & Admin Expenses 2,807,262 3,050,507 243 245 8.0%
Depreciation 1,318,708 1,493,674 174,969 11.7%
Amortization of plant acquisition - = - =
Total Operating Expenses b 4,125,967 4,544 181 418,214 8.2%
OPERATING INCOME 5 1 ,D58=233 363,541 594 692 191.1%

M:A2017\FINANCIAL STATEMENTS & TRIAL BALANCE\FINANCIAL STATMENTS & TRIAL BALANCE - YTD 12-31-17.xIsmWater Op Rev & ExXf20/2018



SHAKOPEE PUBLIC UTILITIES
COMPARATIVE FINANCIAL RESULTS

2016 - 2017

“ SHAKOPEE PuBLic UTILITIES
*Lighting the Way — Yesterday, Today and Beyond™




SHAKOPEE PUBLIC UTILITIES

COMBINED STATEMENT OF REVENUE & EXPENSE AND NET ASSETS
COMPARATIVE FINANCIAL RESULTS FOR 2018 - 2017

T 3018 Restated Elactric | I Water Total Utifity
Total Total 2016 2017 DWW | 2016 2047 DWW 2016 - 2017 G
Eleciric Water UI_HlI."' Electric Water Litilely 3 k] _5 e 3 s
DPERATING REVENLUES % 4GHATD43 5,184 100 52,071,243 46,202,101 4. GiH G 80,770,997 604,942 1.68% B16,104 13.6% 1,301,048 26%
OPERATING EXPENSES %
Operafion and Maslenance 34,073,148 2,807 a2 41,860,408 37823711 2.5l 266 40,510 57A (1,148 .458) -30% {215,385} B A% {1.269.431) 34
Depreciaiion 2065840 1318706 3,374,546 1,541,744 149571 3041315 [214,085) -11.8% {118,135} B.E% {333.231) A1U%
Amorizetion of Plant Acquisition ; - - ¥ T EDNVWOL - - WDKK
Ttz Opeaing Fxpensas 41,128 968 4,185,867 45,254,855 38,765.455 TEEHAY 43552203 [1.363.550) -34% 339,130 -H.0% {1703 863 “39%
Crperating Ineome 5,758,055 1,058,233 E.A15,260 #4738 645 TE Y AT A0 (78 551} -10.A% 276074 45 O {401 G17) Bt
NON-GPERATING REVENLUE (EXPENSE)
Reptad mul Miscellaneous 435,086 215809 650,885 317,748 212329 530,078 117,537 IES% B4RD 1.06% 1A0A17 22.E%
Ibesdepartiment ient from Watar on, 000 - 90,000 000 80,000 o 0.0% 005
Inwestment Income 215,222 B1.118 20985540 184,025 41,853 200,682 51,193 2% 34,465 29475 oS 44 1%
Inberest Expense (348, GB #3 (34E,BB3) {358,055 (145 {354, 200} H4TH 26% (g -115.9% 2307 A%
Anfizaiion of Cett I2seance Costs and Loss on Rafunding (17 B2 - (17,80%) (47,50 - {17.80%) 0.0% #0ORI 0.0%
Gain on the Dispossion of Progiery 684 74.373) (67 6Ty 4 A (14,2224 (8,337} 1% = {60151} -422.8% {58.342) -
Tatal Nop-Dpreraging Revends (Cxpense) 350,650 22X 240 802,651 200,807 Z3HETE 440422 roeds A9 (17 374) -1 3% B 430 36.8%
Incoma Batore Condrduiions and Transfors B, 150675 1. 2473 TA1G 148 64T 4R 1,020,473 7.856,326 (488.77H) -7.5% 258,800 25.4% {233.178) -3 0%
CAPITAL CONTRIBUTIONS 1,156,713 4 AR TIN5 5 GET 448 430 01 7 A4 282 276,425 728,682 168.4% 2,022,345 BZ.TH 23E0ES 95.6%
TRANSFER TO MUNICIPALITY (1,411,320} (1.001.818) (2,415,240} [1.367.447) (BB 01T (2,278,461} (3874 1.5 110,50 “12.4% (134, 776) -5.4%
CHANGE IN RET POSITION 5/ BRA DGA 4 747 206 10,384,557 &GED (a7 FATE 4B 0,256,285 208,031 3.68% 271,041 Bd4.3% 237772 2B.8%

MAZDTTMINANCIAL STATEMENTE & THIAL BALANUEFINANCIAL STATMENTS & TRIAL BALAMCE - YTD 12-31-17xlsm
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SHAKOPEE PUBLIC UTILITIES
ELECTRIC OPERATING REVENUE AND EXPENSE

2016 - 2017
Better/(\Worse)
2017 2018 B %o
OPERATING REVENUES
Sales of Electricity
Residential 5 16,496,838 16,880,534 (392,696) -2.3%
Commercial 29,341,945 28,283,315 1,058,630 3.7%
Uncollectible accounts {51,746) (65,319) 13,5673 20.8%
Total Sales of Electricity 45 787,037 45,107,530 679,507 1.5%
Forfeited Discounts 248 556 250,448 (1,893) -0.8%:
Free semvice to the City of Shakopes 168,038 170,673 (2.635) -1.5%
Conservation program B83.413 573,450 9,964 1.5%
Total Operating Revenues 46,887,043 46,202 101 584,042 1.5%
OPERATING EXPENSES
Operations and Maintenance
Purchased power 33,180,353 32,282,815 (847 578) -2.8%
Dhstribution operation expenses 380,387 422 9085 32,509 T.7%
Distribution system maintenance G627 .840 562,336 {65,505) -11.6%
Maintenance of general plant 283,974 358,418 74,445 20.8%
Total Operation and Maintenance 34,482 603 33,626,474 (856,128) -2.5%
Customer Accounts
Meter Reading 101,514 105,518 4,004 3.8%
Customer records and collection 467,356 431,706 (35,650) -B.3%
Energy conservation 683,413 573,450 (9,064) -1.5%
Total Customer Accounts 1,252,283 1,210,673 {41,610) -3.4%
Adminisirative and General
Administrative and generzal zalaries 54,340 525695 {38 645) -T.4%
Office supplies and expense 132,106 121,308 {10,728) -B.9%
Qutside services employed 281,500 104,788 (176,702) -168.6%
Insurance 153,708 145 757 {7,952) -5.8%
Employee Benefits 1,833,539 1,801,117 (32,422) -1.8%
Mizcellaneous general 373.068 387,889 14,821 3.8%
Total Administrative and General 3,358,262 3,086 504 {251,628) -B.2%
Total Operating Expanses 39,073,148 37923711 (1,149,438) -3.0%
Depreciation 2,065,840 1,841 744 (214 086) -11.6%
Amortization of plant acquisilion 5 - - #OMNO
Total Operating Expenses ] 41,128,988 39,765,458 (1,363,533) -3.4%
OPERATING INCOME 5 5. 750,085 6,436,645 (678,501) -10.5%

MAZDTTWFINANCIAL STATEMENTS & TRIAL BALANCEVFINANCIAL STATMENTS & TRIAL BALANCE - YTD 12-31-17.x1sm2016-2017 Electric Op Rev & Exp 2/21/2018



SHAKOPEE PUBLIC UTILITIES

WATER OPERATING REVENUE AND EXPENSE

OPERATING REVENUES
Sales of Water
Forfeited Discounts
Uncollectible accounts
Total Operating Revenues

OPERATING EXPENSES
Operations and Maintenance
Pumping and distribution operation
Pumping and distribution maintenance
Power for pumping
Maintenance of general plant
Total Operation and Maintenance

Customer Accounts
Mieter Reading
Customer records and collection
Energy conservation
Total Customer Accounts

Administrative and General
Administrative and general salaries
Office supplies and expense
Outside services employed
Insurance
Employee Benefits
Miscellaneous general

Total Administrative and General
Total Operating Expenses

Depreciation

Amortization of plant acquisition
Total Operating Expenses

OPERATING INCOME

2017 2016
$ 5,161,591 4,553,038
23 898 20,274

(1,288) (5.217)
5,184,200 4,568,096
446,320 429,994
336,401 263,632
289,227 277,511
35,362 23,597
1,107,310 994,733
56,367 80,201
125,980 114,172
1,834 2,467
184,182 196,840
358,588 336,316
61,221 55,436
153,596 67,403
51,236 48,586
546,966 664,199
244,163 223754
1,515,770 1,395,604
2,807,262 2,587,266
1,318,706 1,199,571
4125067 3.786.837

5 1,058,233 781,259

206 - 2017

Better/{Worse)

$ Y
808,553 13.4%
3,623 17.9%
3,928 75.3%
816,104 13.5%
(16,326)  -3.8%
(72,769} -27.6%
(11,718}  -4.2%
(11,765) -48.9%
(112,577) -11.3%
23,834 28.7%
(11,808) -10.3%

833 -

12,658 6:.4%
(22,272) -8.6%
(5,785)  -10.4%
(86,193} -127.9%
(2.6561)  -55%
17,233 2.6%
(20,408)  -9.1%
(120,076)  -8.8%
(219.995)  -8.5%
(119,135) -9.9%,
(339,130) -9.0%
276,974 35.5%

M:1201 T\FINANCIAL STATEMENTS & TRIAL BALANCE'\FINANCIAL STATMENTS & TRIAL BALANCE - YTD 12-31-17 xlsm2016-2017 Water Op Rev &
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SHAKOPEE PuBLICc UTILITIES
“Lighting the Way — Yesterday, Today and Beyond”

March 16, 2018

TO: John Crooks, Ttlities Mana
i _ _ on N
FROM: Sharon Walsh, Director of Marketing and Customer Relations—-4\ ' \[

SUBIJECT: 2018 Tom Bovitz Scholarship Award

Overview

Each year, SPU partners with the MMTUA to sponsor the Tom Bovitz Memorial Scholarship. The
SPU scholarship 1s offered to high school seniors who have plans to attend a post-sccondary
cducational imstitution and who are, or have legal guardians who are, customers ol SPTL
Students participate in an essay competition interpreting onc or more aspects of the theme,
*Mumicipal Utilities: Good For All of Us.”

SPU will award a first place scholarship i the amount of $1000 and a second place scholarship
in the amount of $500. The [irst place winner will have their essay submitted to the MMUA to
compete at the state level. This winner will have the opportunity to carn an additional
scholarship of $500, $1000, $1500 or $2000, depending on their placement in the state
competition.

I reached out to three local high schools (SHS, PLHS and HFCHS) to personally promote the
scholarship. Talso followed up with each school in late February for a sccond time to drive

participation. Submissions are due March 23™. | will present these to the Commission for
review and voting at the April 2™ meeting.

Action Requested

At this time there 15 no requested action.

Post Office Box 470 « 255 Sarazin Street « Shakopee, Minniesota 55379-0470 EEI
(952) 445-1988  Fax (952) 445-7767 « www.spucweb.com "E3

Heliabie Fubihc
Porwar Pravidar



