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AGENDA
SHAKOPEE PUBLIC UTILITIES COMMISSION
REGULAR MEETING
JULY 15, 2019

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

Communications

Approve the Agenda

Approval of Consent Business

Bills: Approve Warrant List

Liaison Report

Reports: Water ltems

8a) Water System Operations Report — Verbal

8b) Water Rates/Water Fees Comparatives — Ehlers Consulting

Reports: Electric Items
9a) Electric System Operations Report — Verbal

Reports: Human Resources

Reports: General
11a) E-Bill Deployment — Presentation
11b} Shakopee Valley News Request
11¢) July 2 City Council Meeting — Discussion

Mew Business

Tentative Dates for Upcoming Meetings

- Regular Meeting - August 5

- Mid Month Meeting --  August 19

- Regular Meeting - September 3 (Tuesday)
- Mid Month Meeting -- September 16

Adjourn to 8/5/19 at the SPU Service Center, 255 Sarazin Street



MINUTES
OF THE

SHAKOPEE PUBLIC UTILITIES COMMISSION
(Regular Meeting)

President Joos called the regular session of the Shakopee Public Utilities Commission to
order at the Shakopee Public Utilities meeting room at 5:00 P.M., July 1, 2019,

MEMBERS PRESENT: Commissioners Joos, Amundson, Meyer, Clay and Mocol. Also
present, Utilities Manager Crooks, Planning & Engineering Director Adams, Water
Superintendent Schemel and Marketing/Customer Relations Director Walsh.

Motion by Amundson, seconded by Meyer to approve the minutes of the June 17, 2019
Commission meeting. Motion carried.

Under Communications, Utilities Manager read a letter from two children requesting the
Lions Park Splash Pad be built, Commission Mocol stated that she had received two emails and
four texts requesting the SPU Commission waive any fees for the Splash Pad.

President Joos offered the agenda for approval.

Motion by Mocol, seconded by Clay to approve the agenda as presented. Motion carried.

Motion by Amundson, seconded by Clay to approve the Consent Business agenda as
presented. Motion carried.

President Joos stated that the Consent Items were: ltem 8b: Quarterly Nitrate Results, Item
8c: Windermere Booster Station Construction Update, Item 11a: SPU Website Analytics and
Item 11b: SPU Focus Newsletler.

The warrant listing for bills paid July 1, 2019 was presented.

Motion by Clay, seconded by Amundson to approve the warrant listing dated July 1, 2019 as
presented. Motion carried.

Liaison Lehman did not attend the meeting.

Water Superintendent Schemel provided a report of current water operations. During hydrant

flushing operations, 18 fire hydrants have been repaired. The crew has exercised 248 gate valves.
Updates on construction projects were provided.

Item 8b: Quarterly Nitrate Results was received under Consent Business.



Item 8c¢: Windermere Booster Station Construction Update was received under Consent
Business.

Planning and Engineering Director Adams reviewed the drafi Property Purchase Agreement
for the future municipal water well and water tower site in southwest Shakopee. The storm water
drainage issues with the property were reviewed.

Motion by Meyer, seconded by Clay to approve the terms of the Purchase Agreement subject
to legal review and the Utilities Manager’s discretion on inconsequential language that do not
materially affect the outcome as the document is finalized with the property owners and their
attorney. The purchase agreement is with Latour Farms, L.P. lor approximately 6.82 acres at
585,000 per acre for a total of $579,700 subject to an *as built” survey to determine the legal
parcel boundaries and area. Motion carried.

Mr. Crooks presented information and an update on the Lion’s Park Splash Pad.
Representatives of the Shakopee Lions Club were present, A letter from Shakopee Mayor Bill
Mars requesting a waiver of the Water Capacity Charge (WCC) was discussed. Mr. Crooks also
reviewed a donation that SPU made in conjunction with the construction of Huber Park in
downtown Shakopee in 2005. Additional information from Mr. Adams regarding alternatives to
water usage with the Splash Pad were discussed. Two resolutions were prepared by SPU Staff
for review by the Commission. One resolution waived the WCC with the dollars being
subtracted from the SPU annual city contribution; the second resolution waiving the WCC in its
entirety. The Commission opted for the second resolution as presented.

Motion by Mocol, seconded by Meyer to offer Resolution #1248, A Partnership Between the
Shakopee Public Utilities Commission, the City of Shakopee and the Shakopee Lions, For the
Project of Installing a Community Amenity (Splash Pad) Within Lion’s Park and Terms and
Conditions of Water Service. Ayes: Commissioners Clay, Mever, Mocol, Amundson and Joos.
Nay: none. Motion carried. Resolution passed.

Mr. Crooks provided a report of current electric operations. The electric system had a peak
load of 91 MW during June. There were 4 electric outages since the last Commission meeting.
One was caused by a contractor and three were caused by animals. For the three animal caused
outages, all were on poles that have not vet been fitted with the deterrent wrap. Construction
updates were provided.

Mr. Crooks read the MMPA Board Meeting Public Summary for June 2019,
Item 11la: SPU Website Analytics was received under Consent Business.

Item 11b: SPU Focus Newsletter was received under Consent Business.

The SPU online payment system, EBill, went live at 0800 Thursday June 27. The

deployment was a “soft launch” to identify any issues, if any, before the EBill communications
begin with our entire customer base. Mr. Crooks reviewed many of the features with the online



bill pay system. A demonstration of the new system will be made at the July 15 Commission
meetling.

The tentative commission meeting dates of July 15 and August 5 were noted.

President Joos thanked the Commission for making an informed decision in regards to the
Lions Club Splash Pad issue.

Motion by Meyer, seconded by Amundson to adjourn to the July 15, 2
carried.

meeting, Motion

ALLAN ) A /éf'k./
(zrﬁinﬁsiﬂn Sebrétary: John R. Crooks
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SHAKOPEE PuBLic UTILITIES
“Lighting the Way — Yesterday, Today and Beyond”

July 12,2019
TO: John Crooks, Utilities Manager
d%b
FROM: Renee Schmid, Director of Finance and Administration

SUBJECT:  Development Fee and Utility Rate Comparison

Background

SPU engaged the firm of Ehlers to complete a study to compare Development Fees and Utility Rates for
neighboring communities with similar topography and development patterns. Mr. Jason Aarsvold, a
municipal advisor with Ehlers, will present the results of the study at the SPU Commission meeting on
Monday, July 17, 2019, The presentation and detail support information is enclosed for reference.

Commission Action Recommended

= Accept the study on Development Fee and Utility Rate Comparison as presented by Ehlers.



\EHLERS

- LEADERS IN PUBLIC FINANCE

E

Development Fee Comparison
For Shakopee Public Utilities
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Why do development fees differ?

Infrastructure Costs
« Terrain
« Aquifers and Water Quality
* Development Patterns
~ Philosophy
« Should growth pay for itself?
Degree of Analysis
« Has a study been completed?

7272019
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Current Water Development Fee Structure

Trunk Water Fees (paid at plat)

« $4 451/acre
« Developers prefer paying fees with building permit
 Collecting fees at plat financially protects SPU

- Water Capacity Charge (paid with building permit)
+ $6,039 per SAC unit + 14.2 cents/sq. ft. for industrial

TAZLE019




Water Dev. Fee Comparison — Single Family Home

Water Related Development Fees for Single Family Home
[Assumes lot size of 1/3 acre)
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Total Utility Fee Comparison — Single Family Home

Utility Development Fees for Sample Single Family Home

o {Assumes lot size of 1/3 acre) S AR
5 8,040 W Sanitary Sewer
20,000, ® ‘Water Fees Per Unit
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Water Dev. Fee Comparison — Multifamily Project

Water Related Development Fees for Sample Multifamily Project
{Assumes 100 units on 4 developable acres)

ELEE W Water Capacity Charge®*

BWater Trunk Fee®
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Total Utility Fee Comparison — Multifamily Project

Utility Development Fees for Sample Multifamily Project
{Assumes 100 units on 4 developable acres)
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Water Dev. Fee Comparison — Mixed Use Industrial

Water Related Development Fees for Sample Industrial Property
(130,000 sq. ft. office warehouse with 34 SAC units) i G e

5000
[Cannection Fee)
S ALK
W Water Trunk Fes
LN
S150,000
E 00000
ARG I
k]
Burnsyille Lakewille |msr ﬁm:m Inwar Grove  Shakopee Savage Chanhassen Rogers Eagan Lhaska Carver Price Lake Jardan Eden Prairie
Hts
Horthaest
Area
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Total Utility Fee Comparison — Mixed Use Industrial

Utility Development Fees for Sample Industrial Property
(130,000 sq. ft. office warehouse with 34 SAC units)

SElL000
H Storm Water

W Sanitary Sewer

SO0
B Total Water

SUH) COK
£300,000
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S 30KL00K0 ‘l ||
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Trends in Development Fees

Developer Push-back
Trunk fees collected at platting becoming more common
Cities reducing costs for multi-family by:

+ Counting 1 multifamily unit as <1 SAC unit

« More costs allocated by acreage, so denser developments pay
less

FA2fe09
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Options to reduce fees

Postpone/eliminate capital projects
Shift cost burden to user charges

FAZL209 11



Fee Comparison — Monthly Water Bill

-

2019 Residential Water Charges
Assumes 7,500 Gallons per Month for Single Family Customer

== Usage Fee

mmm Base Fee

—fyerage Water Bill
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Fee Comparison — Monthly Utility Bill

-~

2019 Monthly Residential Bill for Water, Sewer, and Storm Water
Assumes 7,500 gallons water and sewer

$150.00 S

e Storm Water Charges

$125.00 - . Sewer Charges

W ater Charges
$100.00 e Average 2019 Monthly Bil
$75.00
$50.00 -
$25.00 -
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EXEHLERS

Comparison of 2019 Sewer and Water Development Fees for a Single Family Home
July, 2019

Avrames ane single famify home on one-third of a0 oacre, Asvemes 5 groas sore
Excludes literal inatallstion, permil fees and mater costs

Comms

Barnawilla ] b 1,731 | & 1731 5 590 5 3,335 | & LB

Laharvilly 5 o E- 4,100 | % 4100 5 152 6 2,58 & 1816
Inwer Grove His & 2,363 | & 3560 | % 58923 5 naszf s E] B, 775 [Assumes a 1" waber meter
Inver Grove His a
Nosihusast Area 5 LEER B 5,000 | & 5833 3 L 461 & 659 [Assumns @ 1" water meter

Soma areas require lateral seaer conneclion
charges. Depending on the arca this would
Shakopes % 184 | & 6,033 | 5 7523 & o5 3000 | & £1,535 |range leom 51,375 Lo 34,168 par single lamdy
i, Additienal tormeater cost of appros.
5375 ¥ grogsrty usis rigaenal infinration pend,

Additional storeraater charge of 52,018 par

7
Savage 5 L | % 100 | & 5372 5 4,004 | 5 4,181 & 13,957 it il o omsHE panding.

ASALITIES PROQETLY o T S066 aredil o
Chashasiin % 23115 5,383 | § T4 5 1arr| & LIE7| & 11,868 |Wernmwates Teas lor mesting MURR starsfarch

nr ee-aitn trealmant

Trunk charges only pay fior unassessable cosis

Rogers * L B el | %2501 & 5200 3 & w183 iod syskem as a whole, such as owersicieg,

Water trunk chir g assumMes proprry i

Eagan 3 LI} % A6DE| S 4807 5 4373 &5 2178 & 11,357 A
Chaskn H] LR a4.514 | & 5172 % 4,601 5 2608 12,865
Carver Kl & 15471 % 7547 | & LER 1.13%| & o500
Prigr Lake ] Lrar g 2,620 | & EELEY 1561 & 1LEs2) & B304 [Ansumes a 15 sore plas,
Jerdan % 5,065 1 5 5066 5 5023 5 2052 & 13,080
Eden Prairie 5 1154 | & 3,10 | 5 4259 5 248E] 5 ] 6,107

fuearage [extluding
Ievar Growe Hisghts | 5 LIT7 | & a460 | § 5,737 | 5 3187 | & 2052 | § 10,937
HWa]

* For purposes of compasison, Tees tha other cities chadge at time of plat are characterized as water irunk e
** Fior pur ki of cormgurison, Tee that other citins callndl al tene of Beilding permit are charactnized s watir capasity charges

Prapared by Ehlers




EXEHLERS

PR F AT L

Comparison of 2019 Sewer and Water Development Fees for a 100 unit Multi-Family Housing Project

luly, 2018
Assumes 25 mult-family units per ret developable acre for a total site of 4.0 net developable acres. Assumes 4.75 grass acres,
Exchudis lsteral instalation, permil fees and meter coits

Tatad Feos per
Wabor Trusk Fop® & 0 SEnilery Sower Form Waler Trdal Fees Unie Commenis
Uinit

Charge®*®

Burnsville 5 = | & 138400 | % 138,400 % 1334 % sagon| & 56,757 | & HETET| § 2,388
Lakeviife § - |5 205,000 | $ 205,000 | 3 2050 115,200 | % 30,500 | § 34,700 | § 3,547
Invar Grove His 5 22444 | 5 185,550 | & 09004 | 5 3090 5 LA 5 -1 % WOSAE| 5 2,805 | Assamies & 37 waler matar.
H
:;E':;:m: 5 50000 | § 434330 | § 404330 | 5 ams|s  ceagen| s soaBn| §  Lamasm0f 5 12,346 | Assumies 8 37 water meter,
[ arss raguiee Litrsl sewar
cannaction charges, Depending on the area
this would range from 522,660 to 416,806
shikapan 5 17204 | & 602,500 | § 621,704 | § 627 | 5 1108 5 8,260 | & EE1,900 | 5 5T et i
of apgnc, SAARG I prapeny wied magianal
infiltragion pand
itinal 147010
Savags § B | 5 T4 | § EEPRE 37| 5 mease| s so6a | 4 o718 & gy | il shorewaner change of 41,4701

o o sibe ponding.

ASsTIES Prapemy recehars the 505 cradiy
Chanhassan 5 231006 | 5 L1900 | 5 70400 5 7004 | 5 237,700 & 2990 | 5 1,038,000 5 10,320 | on stormawaber fees for meoning NURP
standards for on-sie treatment.

Trunk charges coly pay for unasieisable

ROgars 5 11400 | 5 ITrE00 | & 283,900 | 5 2,838 5 30,600 | & a400| & EAL900 | 5 6,429 [consts al sysbem a5 2 whels, such as
ounrsizing.
Eagan & 144101 & % il FLTA ] FETrd 6,108 5 ECHIET B 6| 5 3,626
Chaska H 10292 | & 431400 [ % 41,852 | & 4417 | & 64,080 & a2,280| & v daivd 5 8,521
Carver ] 2 § T T | 5 754,700| 3 7547 % B3400| % 21,388 | & ES94BE| % 8,595
Prios Lakg i mpoad | 5 8000 | & 08,034 | 5 3,080 | 5 A6 & 6040 & 56| § 4,4%
amify UMILs ae Creaion as 0.6 Wnins rar
Jordasn 5 - ] 41805 | & 141,805 5 1418 % 166,005 5 anGIl| 5 EEE]L] 5 3,485 |parposes of weter and sewer connection
s
Edien Prairie ] 13,906 | 5 30000 | 5 123.506| & 338 % aruse| & 5 415764 ) & 4,158
Ayerage [exchuding
it Grave Heights | & 32,333 | & 367,752 | & 400,085 | § 4,001 i 5 164,238 | § 33630 | § 597,962 | § 5,980
NWA)

* For purposes of comparison, fees that other cities charge ot time of plat are charactericed 25 water trunk fees.
** Far purposes of comparisen, feed that ather cities collect ot time of bulding permit are charactedzed as waler capacily charges.

Frepared by Ehlers




EXEHLERS

Comparison of 2019 Sewer and Water Development Fees for a Mixed Use Industrial Development

luty, 2018
Azsiames 34 SAC ueits, 130,000 square feat on 2 nat deselopable acres {9 gross acres| with a 37 water meter.
Exclucis lateral inslallatian, il Fesdd el Selar costs

m Water

Agsierrs all SAC LRt are Calegared at

Baarerinillie H - 3 g UTME | 5 LB F N ] 18,092 | 5 115443 | § TEATIT| & T4 i
Lakewilie ] 2 5 G500 | 5 65,700| 5 054 5 5,168 | & B7,110| % 195,988 & 1.51

Inver Growe His ] 43,535 | 5 7E,120f 5 117,645 | 5 0.a0) & S0, LA5 | 5 | % 1T6E20| 5 136

Inuer Grous His 3

P H 15,557 | & 158,450 | 174,007 | § 1843 13155 % 10360 | S19.T62| § 4,00

Zome areas requine [steral sewer
conreclion charges. Depending on the area
ks woukl range from $4,096 in ViRl 1o
Shakopee H 35,608 | 5 05326 % 0034 5 185 & 23,856 & 1xEE0E | & HETH| 8 300 [ S150,048 vo cornect ba the Whisperieg
Daks Sanitary Soewer Latersl, Addions
stormamirier cost of aporc. 28850 1F
Propeny uas regicnal inditratian pond.

Ausume =655 of e i imperdius,
Savage & 55221 | 5§ 14,415 | & 159,637 | 5 113) % 10275 | 5 4271 | & 434,183 5 3,34 | Agdkionad sbarmwater charge of 165837
H no ansite panding.

Assurnes progerty recewes the 50% credit
Chanhassen 5 |5 |5 183,362 | § EELAZ6 | 5 0L 5 anala| i 85320 % 4x0074| 5 3,30 | on steemwater fees for meeting BURP
standards Tor an-ste eatment

Towrie charges oely pay $or uneseispbie

Rogers H 280 | 5 112,200 | & 135,000 | 5 104 5 102305 | 5 12800| & I56,105] 5 1.87 |coats of sysiem as a whale, such as
oversizing.
Engan g 8B | 5 AL043| & 110,763 | 5 0.B5| & SL96d | & 050 | & MLETT| 5 187
Chaska H M5BA | 5 L6676 | § 167,260 | & 1.0 % 147958 | & w312 [ % 414,530 § 3.18
Carver & - H 156,598 [ § 250,580 | 5 187 & 12356 5 A5256| & 330,250 5 2.8
Prior Lalox ] Ba.0a8 | 5 50,460 | & 160,508 | 5 1.23| & T4A52 | & ETEGE | & 302,656 5 233
Jordan H § L3165 [ § 134,165 | 5 103 & SAET| & 547 5 3MLERD| 5 47
Eden Frairie & 21811 5 I e § 164,851 | & 127 & #4887 % - | % 1a0,720| 5 1.82
Average [excluding
Inver Grove Heights | % 1,048 | 5 142,877 | & 174,32 | & 184 | & THS58 | 5 80,994 | 5 EELRL N 257

Northwest Aroal

* For purposes of comgarisan, fees that other citkes charge at fime of plat are charscterized o water Erunk fees,
** Farf prarperses of comgarian, Tnes that atbe cities caliacy atvime of building geemit are eharactonod & winlsr Capacily chasges,

Pregeced by Ehlers
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SHAKOPEE PuBLIC UTILITIES
“Lighting the Way — Yesterday, Today and Beyond”

July 12,2019
TO: John Crooks, Utilities Mana
FROM: Renee Schmiﬁiredcr of Figgnee and Administration

SUBJECT:  Ebill Project Update and Demo

A presentation and demo of the new Ebill system will be made at the Commission meeting on Monday,
July 15", 2019. A copy of the presentation is attached for reference.

Commission Action

= No Commission action requested.



7/12/2019

“ SHAKOPEE PusLIiCc UTILITIES
“Lighting the Way — Yesterday, Today and Beyond”

EBILL PROJECT UPDATE

July 15, 2019

EBILL PROJECT UPDATE

» Ebill moved to live production on June
27, 2019 and is available for SPU
customer use.

» Provides SPU customers with new
capabilities and features.

» Will generate costs savings for SPU
Commission and rate payers by reducing
costs to print and mail billing
statements.

- |




NEW CUSTOMER FUNCTIONALITY

The Ebill project will provide our customers with
the following new capabilities and features:

- Access to a secure customer portal to view billing
statements and manage payment options and
notifications

- The choice to go paperless for utility bills and go green!

b Abﬁlip,r to view 13 months of historical billing statements
on-line

- Option to elect to receive summary billing statements via
email or text

- Eiect_]tn receive electronic payment reminders via text or
emal

~ Ability to pay your bill directly from your device via text or
email - a "pay now" function

NEW CUSTOMER FUNCTIONALITY s

The Ebill project will provide our customers
with the following new capabilities and
features:

» Ability to schedule automated bill payments

» Option to consolidate multiple accounts under one
customer portal

» Increases the maximum payment limit per
transaction from $300 to $500

» Ability to communicate with our customers through
campaigns” and share SPU information

» Paymentus is a third party vendor and is PCl
compliant

7/12/2019



Ebill Product Costs

The Ebill product will also generate cost savings for the Commission
and rate payers by reducing costs to print and mail billing statements.

Ebill Product Costs
Tavtal
Mumbersf  Por Manthly
Custorners UnitCost  Cpsts

§ 450 PAYMENTUS MONTHLY HOSTING FEE FOR ERSLL PRESENTMENT
17,653 005131 5 508 MONTHLY COST FROM PRINT VENDOR TO PRODUCE POF OF CUSTOMER BILLNG STATEMENT
(ASSUMES 17,693 CUSTOMERS AT S0475/STATEMENT + TAX]

3 1,358 TOTAL MONTHLY EBILL PRESENTMENT COSTS

-The cost to print and mail a customer billing statement is
50.67 per statement.

Af 11% of our customers enroll in ebill and go paperless, we
will cover our costs.

|Af 30% of our customers enroll in ehill and go paperless, we
ill save 526,400 annually.

Ebill Product Costs .

[ Number of Electric Customers
15,910 Residential Customers
1,206 Commercial Customers
577 Industrial Customers
17,693 Total Number of Customers - May 2019

SPU prints and mails over 213,000 statements per year

-2,027 - Number of customers (11%) needed to go paperless to
break even

+5,308 - Number of customers (30%) needed to go paperless to
generate savings of $26,400 annually

7/12/2019



EBILL PRODUCT DEMO

» Next we will review what a customer will
see if they enroll in ebill and sign up for
email or text notifications including:

= Bill Summary notifications
* Your bill is ready notification
= Payment reminders

Ebill Product Demo
Text bill summary with Pay Now Option

Your Shakopee Public Utilities
bill sumrmary:
Account #: 8683001
Amount due: $134.35

Due date: Jul 15, 2019

Reply 'PAY', 'PAY $$.cc’, or
"OPTOUT

& O a

|

7/12/2019



Ebill Product Demo
Text Payment Reminder

Shakopee Public Utilities
payment reminder for account
B683001 in the amount of
$134.35 is due in 4 days. You
can pay at https.lf
ipn.paymentus.comicp/skp

© O @

Ebill Product Demo
Email Your Bill is Ready Notification

il Wariran UTE 175 P -

£ our bifl iz ready 1ol 3 o
Fram: Iﬂlan!il@ﬂ'mknpznu!ili‘l e, i JH
Ta: Herer Schmid Higdir &

Your bill is ready

Chonar Py Shmid,

Wour Shakopis Pullie Uil B s new ienilibio
Por eotein! nuTibaer. BEASE01

Total festonan]: §134.38
B dhen dite: Sl 15, 2610

Pl chicn on o kedirwing lisk o bog in sl scoess
WO BEERaH
Cusinmis Parsl

Plaasm do not mpdy o this smad, i has baen sant
ein an ansmalsd yslem
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Ebill Product Demo
Email Payment Reminder

o | Warites LTD 358 P -
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e et 1]
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Paryauprd et AP TER 2 Snen i b pasled
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Ebill Product Demo
Email PDF Bill Summary

ol s TR 16PN L wal Nerlsze LT 6 LTS -
e dMessages CaT Gope Bill-summang-8GH3000pdt ]
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Lhilizias
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“ou ERvikEprin Fubiie ULESIes bl o row
raaiia FoF AOOTUM rasder DIV
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BTGy Al Faaio B BTATREEL L
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L T
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Phann 2 e capdy 80 68 SELRE, 4 hurk Gl T
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Email PDF Bill Summary

W2 sl SECURE E-BILL PAYMENT G v @ o

J Your Bill Summary

Aieel] Harie' Ardurd Ciae Guse it Payyreen! Amaunt

s M e [ [EET|
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B3 Your Payment Datails Complete My Payment
Y PP R ——— Toltl Ao Chargi vai30
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EBILL DEMO AND NEXT STEPS

EBILL DEMO

» Finally, we will provide an online demo of the

system including various features and
functions.

MEXT STEPS: o

» Ebill is being introduced under a “soft roll out”
and will be followed by a customer marketing
campaign to formally communicate our new Ebill

offering to our customers which is being led by
Sharon Walsh.

- .q
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EBILL Wrap Up

Questions or Comments?

| |
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SHAKOPEE PuBLIC UTILITIES
“Lighting the Way — Yesterday, Today and Beyond”

June 25, 2019
TO: John Crooks, Utilities Manag
FROM: Renee Schmid, Director of Finance and Administration

SUBJECT: Request from Shakopee Valley News

Overview

*  On Tuesday, July 9, 2019, I received an email from Ms. Maddie Debilzan, a Shakopee
Valley News reporter, requesting verification of some facts and a statement made by Bill
Reynolds, the City Administrator. A copy of that email and our response is attached to
keep the Commission informed of the ongoing discussions being played out in the
media. 1 was pleased that Ms. DeBilzan did her due diligence and asked for our input to
these questions.

= Attached is a presentation of that response that will be discussed at the Commission
meeting on Monday, July 15", 2019,

Commission Action

= No Commission action requested.




Schmid, Renee

e e e ————— ==
From: Schmid, Renee
Sent: Tuesday, July 9, 2019 453 PM
To: ‘mdebilzan@swpub.com'
Ce: Crooks, John; Adams, loe
Subject: Facts to look aver

Dear Ms, DeBilzan —

The SPU Commission operates both an electric utility and a water utility. Each of these utilities are separate Enterprise funds of the City Shakopee. Within each utility there are separate funds with specific
designated purposes,

The $45.5 million number used by Mr. Reynolds is incorrect. The water connection fund balance as of 12/31/2018 was 513.1 million, Planned infrastructure costs for the water connection fund from 2019 -
2023 total $15.6 million dollars with estimated additional fee revenue of 510.8 million resulting in an ending fund balance of $8.3 million by 12/31/2023. These are the current estimates and are updated every
year in our annual budget planning. =

Listed below are the fund balances per our 2018 audited financial statements for our electric and water utilities, approved 2019 CIP including planned capital infrastructure costs from 2019 — 2023, and

estimated receipts from fees and/or net operating income over the same period, and an estimated fund balance as of 12/31/2023. SPU is required to maintain a minimum of three to six months of operating
expenses as reserves per guidance from our auditors and financial advisors to be considered financially sound,

Water Utility




[ WATER UTILITY FUND BALANCES |

Waier Water Water Water Twtal

Dperatng Trunk Sub-Total Reconsiruction Connection Water Utility
2018 Audited fund Balances 1273172018 8,289,300.00 199,157.10 2.488,457.10 84490081 13,085,8582.90 22,419 24081
2018 Street Reconstruction Costs Pard in 2019 (503,698.11) (503,698 11)
2019 - 2023 Planned CIP Infrastructure Costs 16,336,483.00) (2,710,826.00) {1,330,000.00) (15.827,791.00) ({26.055,100.00)
2019 - 2023 Estimated Revenues/Net Receipts 4,205,931.74 3,933,233.00 2,097,259.00 10,830,672.00 21,067,095 74
Estimated/Projected Fund Balance 1273172023 6,158,748, 74 1,421, 564.10 8,488,457.10  1,058,461.70 §,288,763.90  16,8927,538.4a
Qperating Revenues 2018 3,608,127.00
Cperating Expenses 2018 4,261,042.00
Contribution 1o City of Shakopee 2018 1.091.814.00
Total Operating Expense with City Contribution 3,352,836.00
Operating Income after City Contribution 255,271.00
2 of Operating Fund Balance as 3 % of Expenses 154.9%
Number of months of reserves: 19
Minimum Targeted Reserves: 3-6 months

Why do we have Fund Balances:
1 Aucit and Financial Advisors recommend a minimum of 3.6 months of aperating fund reserves
2 Bond Covenants required adequate operating reserves to meet debt senvice. SPU no longer has debt. The last bond issue was defeased in 2017 and saved the rate payers 52.2 million dollars.
3 Inthe event of a catastrophe such as 3 tornado or fleoding, SPU would need 1o rebuild damaged facilities 1o restore services. \Water mains are not insured.
4 Asthe system ages. SPUwill need 1o replace facihities.
5 SPU currently pays 23.77% of Water sales less cost of energy for pumping to City of Shakopee which leaves a minimal net margin in the water operating fund.

Electric Utility



] ELECTRIC UTILITY FUND BALANCES |

Electric Electric Electric Total

Operating Relocatuion UG Sub-Total Emergency Electric Utility
2018 Audited Fund Balances 12/31/2018 31,367,275.41 822,208.59 32,189,484.00 100,000.00  32,289,484.00
2019 - 2023 CIP Infrastructure Costs {36,451,976.00) (1,123,750.00; 0 (37,575 726.00)
2019 - 2023 Estimated Revanues 34,443,740.00 785,472.00 0 35,229,212.00
Estimated/Projected Fund Balance 12/31/2023 29,359,039.41 483,930.59 100,000.00  29,942,970.00
Operating Revenues 2018  50,393,489.00
Operating Expenses 2018  453,934,958.00 [2018 Purchased pawer casts were 535.6 milhon dollars of this number,
Contribution to City of Shakopee 2018 1,509,222.00
Total Operating Expense with City Contribution 45,444, 180.00
Operating Income after City Contribution 4,949,309.00
% of Operating Fund Balance as a % of Expenses 69.0%
Number of months of reserves: g
tMinimum Targeted Reserves: 3-8 manths

Why do \we have Fund Balances:

1 Audit and Financial Advisors recommend a minimum of 3-6 months of reserves

2 Bond Covenants required adequate reserves 10 meet debt service. SPU has no debt. The last bond issue was defeased in 2017 and saved the rate payers 52.2 million dollars.

3 In the event of a catastrophe such as a tornado, SPU would need to build damaged electric lines to restore power. Electric lines, transformer, and feeders are not insured and are expensive ic

4 The City of Shakopee has adopted a planned orderly annexation of adjacent townships. As a mumcipal utility and as allowed per state statute, SPU plans to grow with the city and acguire nav
territory at SPU expense and cannot bond for this acquisition,

5 Assystem ages, 5PU will need to replace facilities.

& SPU currently pays 2.71% of Electric sales to City of Shakopee and provides additional free services for electricity for street lighting and LED upgrade project.

Regarding your question on the location of treatment, here is the response: One location for treatment is located at Pump house #3. This is out of service due to elevated levels of Radium 226/228. A
treatment option has been approved by the MN DNR, The second treatment site is proposed to be the property that will be sited for the next well and pump house (SW Shakopee) due to the elevated levels of
iron and manganese that have been seen in test wells south of bluff line.



Please let me know if you have any more questions. Thank you for the opportunity to provide factual information on this topic.

Thank you.

Remee Schmeg

Director of Finance and Adminisiration
Shakopee Public Utiities

PO Bax 470

268 Sarazin Sireel

Shakopes, MN 55375

195248 33-1522 Direct (952)445-7767 Fax

From: Maddie Debilzan [mailto:mdebilzan@swpub.com]
Sent: Tuesday, July 9, 20159 2:37 PM

To: Schmid, Renee <rschmid@shakopeeutilities.com>
Subject: Facts to look over

1. "Reynolds said SPU has far too much money "just sitting in the bank" from its high water capacity charges, referring to the $45.5 million in investments SPU has in its 2018 audit report.
Schmid said that investment money goes towards funds for both water and electric utility and is used for operating and maintaining both utilities. Is this correct? I need a simple explanation of
where this money goes. And if you would like to provide a statement yourself, feel free to do so.

2. SPU plans to use $15.6 million from the water capacity fund to pay for new water facilities. Major projects include a $3.67 million booster station currently under construction, a $2.7 million
storage tank that will be built in 2020 in the Windermere housing development, and a $5.3 million water treatment plant in _ for 2023. According to the audit reports, as of 2018, SPU holds
$13 million in its water capacity fund. Is this correct, and where will that water treatment plant be located?

Maddie DeBilzan

651-226-2081
mdebilzan@swpub.com




“ SHAKOPEE PuBLIiCc UTILITIES
“Lighting the Way — Yesterday, Today and Beyond”




Shakopee Valley News Request

From: Maddie Debilzan [ ]
Sent: Tuesday, July 9, 2019 2:37 PM

To: Schmid, Renee < >
Subject: Facts to look over

1. "Reynolds said SPU has far too much money "just sitting in the bank" from its high
water capacity charges, referring to the $45.5 million in investments SPU has in its
2018 audit report. Schmid said that investment money goes towards funds for both
water and electric utility and is used for operating and maintaining both utilities. Is
this correct? | need a simple explanation of where this money goes. And if you
would like to provide a statement yourself, feel free to do so.

2. SPU plans to use $15.6 million from the water capacity fund to pay for new water
facilities. Majargro%ectp include a $3.67 million booster station currently under
construction, a $2.7 million storage tank that will be built in 2020 in the

Windermere i’lousing development, and a $5.3 million water treatment plant in _ for
2023. Accordtn? to the audit reports, as of 2018, SPU holds $13 million in its water
capacity fund. Is

this correct, and where will that water treatment plant be located?




Response to Shakopee Valley News Request

From: Schmid, Renee

Sent: Tuesday, July 9, 2019 4:53 PM

To: 'mdebilzan@swpub.com' <mdebilzan@swpub.com>

Cc: Crooks, John <jcrooks@shakopeeutilities.com>; Adams, Joe <jadams@shakopeeutilities.com>
Subject: Facts to look over

Dear Ms. DeBilzan -

The SPU Commission operates both an electric utility and a water utility. Each of these utilities are separate
Enterprise funds of the City Shakopee. Within each utility there are separate funds with specific designated
purposes.

The $45.5 million number used by Mr. Reynolds is incorrect. The water connection fund balance as of
12/31/2018 was $13.1 million. Planned infrastructure costs for the water connection fund from 2019 - 2023 total
$15.6 million dollars with estimated additional fee revenue of $10.8 million resulting in an ending fund balance of
$i3.3 million by 12/31/2023. These are the current estimates and are updated every year in our annual budget
planning.

Listed below are the fund balances per our 2018 audited financial statements for our electric and water utilities,
approved 2019 CIP including planned capital infrastructure costs from 2019 - 2023, and estimated receipts from
fees and/or net operating income over the same period, and an estimated fund balance as of 12/31/2023. SPU is
required to maintain a minimum of three to six months of operating expenses as reserves per guidance from our
auditors and financial advisors to be considered financially sound.




Water Utility Fund Balances

| WATER UTILITY FUND BALANCES
Water Water Water Water Total
Operating Trunk Sub-Total Reconstruction Connection Water Utility
2018 Audited Fund Balances 12/31/2018  B,289,300.00 199,157.10 8,488,457.10 244,900.81 13,085,882.90  22,419,240.81
2018 Street Reconstruction Costs Paid in 2019 (503,698.11) {503,698.11)
2019 - 2023 Planned CIP Infrastructure Costs (6,336,483.00)  (2,710,826.00) {1,380,000.00)  (15,627,791.00) (26,055,100.00)
2019 - 2023 Estimated Revenues/Net Receipts 4,205,931.74 3,933,233.00 2,097,259.00 10,830,672.00  21,067,095.74
Estimated/Projected Fund Balance 12/31/2023  6,158,748.74 1,421,564.10 B,488,457.10 : 1,058,461.70 8,288,763.90  16,927,538.44
Operating Revenues 2018  5,608,127.00
Operating Expenses 20018 4,261,042.00
Contribution to City of Shakopee 2018  1,001,814.00
Total Operating Expense with City Contribution 5,352,856.00
Operating Income after City Contribution 255,271.00
% of Operating Fund Balance as a % of Expenses 154.9%
Mumber of months of reserves: 19
Minimum Targeted Reserves: 3- 6 months




Electric Utility Fund Balances

| ELECTRIC UTILITY FUND BALANCES T
Electric Electric Electric Total
Operating Relocation UG Sub-Total Emergency Electric Utility

2018 Audited Fund Balances 12/31/2018 31,367,275.41 822 208.59 32,189,484.00 100,000.00  32,289,484.00
2019 - 2023 CIP Infrastructure Costs (36,451,976.00)  (1,123,750.00) 0 (37,575,726.00)
2019 - 2023 Estimated Revenues 34,443,740.00 785472.00 0 35229212.00
Estimated/Projected Fund Balance 12/31/2023  29,359,039.41 483,930.59 100,000.00 29,942 970.00
Operating Revenues 2018 50,393,489.00
Operating Expenses 2018  43,934,958.00 2018 Purchased power costs were $35.6 million dollars of this number,
Contribution to City of Shakopee 2018 1,500,222.00
Total Operating Expense with City Contribution 45,444,180.00
Operating Income after City Contribution 4,949,309.00
% of Operating Fund Balance as a % of Expenses £9.0%
Number of months of reserves: 8
Minimum Targeted Reserves; 3 - bmonths




1)

3)

Why do we have fund balances?

SPU is required to maintain a minimum of three to six
months of operating expenses as reserves per guidance
from our auditors and financial advisors to be
considered financially sound.

In the past, bond covenants required specific reserves
to meet debt service. SPU no longer has debt. SPU’s
last bond issue was defeased in 2018 and saved the
rate payers $2.2 million dollars in interest expense.

In the event of a catastrophe such as a tornado or flood,
SPU would need to rebuild damaged facilities to restore
electric and water service. Water mains, electric lines,
transformers, and electric circuit feeders are not insured
and are expensive to replace.




4)

Why do we have fund balances?

The City of Shakopee has adopted a planned orderly
annexation of an adjacent township. As a municipal
utility and as allowed per state statute, SPU plans to
grow with the city and acquire new electric service
territory at SPU expense and cannot bond for this
acquisition.

As the distribution system ages, SPU will need to
replace facilities.

SPU currently pays 23.77% of Water sales less cost of
energy for pumping from revenues collected. User rates
would be much lower without this transfer.

SPU currently pays 2.71% of Electric sales to the City of
Shakopee and provides additional free services for
electricity for street lighting and the LED upgrade
project. User rates would be much lower without this
transfer.




11c

SHAKOPEE PUBLIC UTILITIES

MEMORANDUM
TO: SHAKOPEE PUBLIC UTILITIES COMM|SSIQN
FROM: JOHN R. CROOKS, UTILITIES MANAGE

SUBJECT: JULY 2 CITY COUNCIL MEETING - DISCUSSION

DATE: JULY 12, 2019

The Shakopee City Council met on July 2, 2019 and agenda item10.A.1 was
‘Response to SPUC June 17" Action on City RFI". There were several issues
discussed during that meeting that warrant further review.

ISSUE -

1. City Attorney Jim Thompson provided information regarding the process
for bring utility jurisdiction back under City Council governance.

2. The Shakopee City Administrator reviewed the June 7 letter sent to the
Commission and the Utilities Manager requesting information as a follow
up to the March 12 Commission/City Council Joint Meeting.

3. In the July 2 Council agenda packet, a memo from the City Administrator
to the Mayor and Council members includes 12 requests for information,
which summarizes the June 7 letter,

DISCUSSION -

Attachment A is MN Statute 412.391 Abolition of Commission or Utility Transfer.
SPU Staff is familiar with the mandated procedures regarding the process.

Attachment B is the Council agenda packet materials provided for item 10.A.1
‘Response to SPUC June 17" Action on City RFI." The Utilities Manager has
received an email from Shakopee Mayor Bill Mars, requesting to address the
SPU Commission in regards to this issue at the August 5 Commission meeting.
This email is listed as Attachment C.

SPU Staff has provided detailed answers to the 12 requests for information
included in the Council memo dated July 2. Attachment D is the responses to the
inquiries.

Also for reference is the responses sent to the City Administrator from the
questions in the March 25 letter to the Commission, Attachment E



RECOMMENDATION -

It is recommended that Attachment D be sent directly to the Mayor and each City
Council member. It is also recommended that the Commission direct Staff to
respond to the June 7 letter from the City Administrator, with the response
brought to the next Commission meeting for review, discussion and acceptance.



Sec. 412.391 MN Statutes
Attachment A

Office of the Revisor of Statutes
2018 Minnesota Statutes Authenticate (Al poE

Found 1 match for 412.391
412.391 ABOLITION OF COMMISSION OR UTILITY TRANSFER,

Subdivision 1. To council; procedure. The public utilities commission of any statutory city may be abolished or its
jurisdiction over any particular utility transferred to the council by following the procedure prescribed in this section,

Subd. 2. Ballot question if abolition. The council may, and upon petition theretor signed by voters equal in number
to at least 1§ percent of the electors voting at the last previous ity election shall submit to the voters at a regular or special

election the question of abolition of the public utilities commission, The question on the ballot shall be stated substantially as
follows: "Shall the public utilities commission be abolished?"

Subd. 3. Ballot question if transfer. Upon like presentation of a petition for election on the question of transfer to the
council of the jurisdiction of the commission over any one or more of the utilities previously placed under its jurisdiction,
the council shall, in the same manner as under subdivision 2, submit the question to the voters. The question on the ballot

shall be stated substantially as follows: "Shall jurisdiction over (Name of public utility) be transferred from the public
utilities commission to the council?"

Subd. 4. Time of effect. 1f a majority of the votes cast on a proposition submitted to the voters under subdivision 2 or
3 is in the affirmative, the provisions of sections 412.331 to 412.381 shall cease to apply to the city, in the case of an election
under subdivision 2, or to the particular utility mentioned in the proposition submitted to the voters, in the case of an election
under subdivision 3. Such change shall take place 30 days after the election,

History: [940c 19549, 1953 c 73557, 19730 |23 gt 2 5 f subd 2

Copyright & 2018 by the Revisor of Statutes, State of Minnesota, All rights reserved,

https:/f'www.revisor.mn.gov/statutes/2018/cite/412.391 7keyword _type=allé&keyword=412.... 7/12/2019



Coversheet

Attachment B

10.A.1.

SHAKOPEE

Shakopee City Council
July 2, 2019

FROM: William H. Reynolds, City Administrator
TO: Mavor and Council Members

Subject:
Response to SPUC June 1 7th Action to File with No Response the City's June Tth letter Requesting
Information Regarding Fees and Operations

Policy/Action Requested:
Guidance.
Recommendation:

MNone.

Discussion:

On March 12th, the city held a joint meeting with the Shakopee Public Utilities Commission that largely dealt with
the long-standing concern expressed to the council over the vears from developers, members of the business
community, and residents regarding SPUC fees. (Agenda attached),

This joint meeting was scheduled after Council directed staff find a solution to the problems posed by SPUC to the
general community following complaints by the developer of the Willy McCoy's restaurant in Southbridge earlier in
the vear. In the past, staff has not been involved in the frequent complaints directed towards SPUC other than to
respond that “this is not a city issue. This is a SPUC issue. You should address SPUC issues with SPUC divectly.
Following the joint meeting, city staff reviewed the information presented per council divection. A request for further
information (RF1) was drafted and reviewed by Council. Input was solicited from Council and Council provided with
a final draft for review and comment. After incorporating Council’s comments, this RFI was sent to SPUC on June 7.
{Attached).

This letter asked for information regarding multiple areas including:

I. How the SPUC Capital Improvement Plan (CIP) is funded;

2. Where funds collected are detailed in the SPUC budget;

3. Why consultant advice was not followed repeatedly over the years;

4, Where the two water treatment plants (which have been used to justify rate increases since 2003) were in the
P

5. Study or other reports used to justify the multiple increases to the SPUC water connection charge over the
years;

6. Specific information for the 23% increase in 2008 — and the addition of a 2% kicker per year — which also was
against the advice of SPUC’s consultant who noted that increasing fees had significant issues because “fo fimd
the projected shart-term fund deficits the current charges and fees would have to be substantially increased,
Even with increased rates the long collection period could still result in fund deficits in the short term,
depending on the size of the increase and a large surplus in the long term. ",

7. Study and other reports supporting the 2018 “one-time fee”™ of $500 per acre and the subsequent 2019 additional
“one-time fee™ of $500 in 2019;

8. Reasoning for failure to have a rate study since the last one expired in 2015, and inquiry into when the residents
of Shakopee could expect a new rate study;
9. Inguiry regarding economic development efforts akin to that provided by Xcel Energy and other providers;
10, Inquiry regarding the current contribution provided to the city general fund (to help offset property taxes) based
upon the city's study of similar utilities;

https://shakopeemn.novusagenda.com/agendapublic/CoverSheet.aspx?ltemID=1622&Mee...  7/11/2019



Coversheet Page 2 of 2

11. Council membership on SPUC; and
2. The stunning $211,365 charge to connect a donated splash pad to a water source,

At their June 17" meeting, SPUC discussed the RFI. Mr. Crooks stated that he believes that SPUC has already
answered the City's questions on these issues, noting that SPUC had received a letter in March which the
organization had answered. That is factually incorrect. The March 25™ letter (attached) was an outline of the errors
of SPUC"s Comprehensive Water System Plan and Water Supply Plans — that were submitted for approval without
coordination or review by the City of Shakopee — and which were an offshoot of the issues surrounding SPUC fees,
To suggest that the SPUC response to this letter in any way answers the larger issues outlined above is misguided.

A review of the June 17" meeting finds multiple issues of concern, But none speaks as loud as SPUC’s dismissal of
the City’s June 7" letter. These are important issues that should be resolved to restore the Council’s faith in the
Commission and its operations. All public bodies should be accountable. Shakopee Public Utilities accountability

rests almost solely in the Shakopee Public Utility Commission unlike private energy companies that are regulated by
the state,

Per Council direction, city staff is reviewing the process for bringing the utility back under the jurisdiction of the
City. The Shakopee City Council has the responsibility to appoint members to the Commission, Per request we are
also looking at the ability to remove commissioners as well,

Budget Impact:
Undetermined.

ATTACHMENTS:
o Council Agenda March 12, 2019

o SPUC Litr June 7, 2019
o SPUC Lir March 25, 2019

hitps://shakopeemn.novusagenda.com/agendapublic/CoverSheet.aspx?ItemID=1622&Mee... 7/11/2019
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obnt meeting wi : e Public Utilit ]

Shakopee City Council
March LT, 2009
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Shakopee Mission Stafement
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Roll Cail
Fledge of Allegiance
Approval of Agenda

RECOGNITION OF INVOLYED CITIZENS BY CITY COUNCIL - Provides an oppioriunity for the public to address the

Council o items which are not on the agenda, Comments should not be more than five minutes in length, The Mayor may adjust

that time limit based upon the number of persons secking to comment. This comment period may net be used 1o make personal

attucks, 10 air personality grievances, to make political endorsements or for political campaign perposes, Counedl Members will

not enter into a dialogue with citizens, and questions from Councll will be for clanification only. This period will not be used to

problem solve issues or to react to the comments made, bt rather for informalional purposes only.

Juint meeting with Shakopes Public Utilitics

3.4, The status of the current rate formulas for the SPUC Water Conneotion Charge (WCC) and Water Trynk Charge (W),
to include any changes w the formulas that the commission frsees

B, Acompurison of the SPUC WOCWTC mtes fur our neighboring and comparable citles

S, BPUC: projected plans for the city's water infrastructure with an identification of finding stream

313 Ancutline of the water rates curvently charged by SPUC and uny past recommendations from consultants regarding
appropriate rate structures that were not followed and why

Shakopee Public Uilities Presentation

6.A. Presentation Made fo the Shakeopes Chamber of Commerce Public Policy Commiltee Dec. 11, 2018
6.8, Services Provided to the City ol Shakopee

6.0, BPU Beonomic Development Efforts

6.0, History and Statwtory Authority of SP1I

SE.  Respective roles of SPU V. City of Shakopee - discussion

&F.  Defined role of City Council Linisons - discussions

6.0, Policy on the City's Sanilary Sewer Tund and Sorm Sewer Fund

Informational Only

TA. City Couneil and SPUC Joint Meeting Mimites of May 6, 2014

Other Busimess

Adjorrnment 1o Misch 19, 2019 at T:00 pom.

htips://shakopeemn.novusagenda.com/AgendaWeb/AgendaView.aspx?Meetld=375&rwnd... 6/26/2019
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SHAKOPEE

June ¥, 2019

Shakopee Public Utilities Commission
cfo Mr. John Crooks

255 Sarazin Street

Shakopee, MN 55379

Dear Members of the Commission and Mr. Crooks,

Thank you for your presentation at the Joint City/SPUC meeting of March 12, 2019. It was an
enlightening discussion. After reviewing the information provided by the Commission and staff at
the meeting, some clarifying questions have arisen. Staff has prepared the following with
Council review.

We would appreciate if you could review and respond to the following.

To start, it is important to briefly outline why the city is interested in the operations of SPUC at
this point. The impetus for this discussion is essentially that every major developer currently at
work in the City has complained to city staff regarding SPUC fees. Some have come before the
City Council to complain and demand that the Council act. It is not City fees that are a concern.
In fact, most developers will tell you our fees are in the range of others and that they appreciate
working with our staff.

In the past when a developer would complain about SPUC — mostly regarding 1) WCC (Water
Connection Charge)/TWC (Trunk Water Charge) Rates; 2) looping requirements; and 3) the

general "this is our policy” customer service — city staff always gave the same answer. "This is
not a city issue. This is a SPUC issue. You should address SPUC issues with SPUC directly.”

Often the response was that the City Council appointed SPUC commissioners, so yes it was a
city issue and the city should do something about what has generally been recognized as
charges and fees grossly out of line with other utilities and communities. We would like the
opportunity to bring the rationale of some past SPUC decisions to light as we seek to address
resident and developer concerns.

Current Rate Formulas for the SPUC Water Connection Charge (WCC) and Water Trunk
Charge (WTC)

Is it correct that SPUC has four different sources to fund their capital improvement plan,
and are they as outlined below?

1) Water Connection Charge (WCC) (also known as Water Access Charge or WAC) funds
infrastructure such as wells, pump houses, storage tanks, booster stations, water
treatment plants, and transmission lines;

2) Water Rates fund everyday operations including maintenance of the existing system
{painting water towers, rehab of wells, etc.);

3} Trunk Water Charge (TWC) funds oversizing water mains;



4) Reconstruction Fee (billed on manthly statements starting in 2007) funds replacement of
existing, older water mains, hydrants and valves in coordination with City of Shakopee
street reconstruction projects.

What is the cash flow policy that SPUC has for the above funds? In our analysis of your
budget, we only see two funds — water and electric. What are the current fund balances
for these charges and where are they located in your budget? It appears that there are
separate business units under each fund. Please provide the budget for these business
units or if there are not separate business units, how the charges are segregated to
prevent comingling of funds.

It is our understanding that the current rate formula was established for the WTC (Water Trunk
Charge) on Jan 1, 1982 and the WCC (Water Connection Charge) on Mar 3, 1984, as part of
recommendations by the engineering and surveying company Schoell & Madson, Inc. (S&M)
which has been doing the financial analysis since at least 1976.

Essentially the formula was originally based off the ENR Construction Cost Index widely used
by the construction industry. Initially, increases to the formula were based upon the % increase
of the CCl for the previous 12 months x the original fee, This formula saw a stable level of fund
growth from 1982/84 (WTC $435 / WCC $352) to 2002 rates (WTC $831 /WCC $567) aver a
period of approximately 18 years.

In 2003, SPUC deviated from the formula for WTC and WCC, even though a March 2003 Water
Trunk Charge and Connection Charge Analysis Report by S&M recommended against it. That
report determined that the WTC was adequate to fund future trunk watermain oversizing costs
and recommended that the fee structure remain as in the past which would increase the charge
from $831 to $854. (Attachment #1) However, SPUC did not follow the consultant's
recommendation and determined that the rate should increase to $1,213 and approved it by
Resolution #714 on May 7, 2003 (backdated to January 1%, 2003). (Attachment #2). What were
the reasons for not following the advice of your consultant?

Unlike the recommendation regarding the WTC, S&M recommended that the WCC be
increased substantially from $567 to $2045 to fund two water treatment plants in the future,
SPUC approved a $2035 fee on July 7, 2003 by Resolution #728. (Attachment #1, Page 3)
Where are these plants in your CIP? If not present, when will they be added? Fees have
been collected since 2003 for these plants with no apparent planning. Have there been
any studies or other reports that outline the plan for these plants, or a timeline for their
construction? It also appears that the water system is not designed and built at this point
for a centralized treatment facility. Since the treatment plants have been charged for
since 2003, have the system infrastructure requirements since that time facilitated one or
two treatment facilities?

Charges in both accounts were relatively stable between 2003 and 2007. However, in 2007 the
fee structures were changed significantly for both the WTC and WCC rising an additional 12%
over the CCL. The reason given in Resolutions #8686 and #8687 was SPUC, ".. has observed that
actual material and labor costs have escalated significantly above and beyond the amount
indicated by the [CCH]... and determines an additional adjustment equal to 12% over and above
the [CCI] is warranted.” (Attachment #3) What were the observations of “actual material and
labor costs” based upon since the Construction Cost Index would appear to be an



accepted and accurate reflection of the construction costs? How was the 12% increase
above and beyond the Construction Cost Index calculated? Where there any studies or
other reports to support the contention that the actual increase was 12%7

In 2008, the formula was again adjusted as fees increased 23% over the CCI for the WCC
(Resolution #901) and 24% for the TWC (Resolution #902), after yet ancther S&M report of
August of 2007 (and revised in January of 2008) - but not following its recommendations. The
Water Connection Fund and Trunk Water Main Fund Analysis and Report, noted that in the
short-term (until 2023) the “analysis of water improvement projects needed to meet the
projected growth in project costs for water facilities (wells, pumps houses, storage tanks,
booster stations, water treatment plants, trunk water transmission lines) and trunk water main
{over sizing and SPUC frunk water main projects) will exceed the estimated revenue funds at
the current rates charged for water connection charge and trunk water main fee.” (Attachment #
4, page 6 of the report),

However, the report determined that this short-term deficit would be transformed; “fijn the longer
term the trunk water main fund frends to a 1.2 miflion dollar surplus balance and the water
connect fund trends to an estimated 21.7 million dollar surplus.” (Attachment #4, page 9 of the
report).

The report noted that options to address this short-term deficit included “... bonding, inter-
agency fund transfers and or raising water connection charges and trunk water main charges
and "accelerating” water connection charge collection." (Attachment #4, page 10 of the report).

The report ultimately concluded, “[djue to the size of the projected deficits, planning to bond is
the recommended aption. Inter-agency borrowing would be viahle to make up for a short ferm
deficit not covered by bonding." It specifically noted that increasing fees had significant issues
because ‘[tlo fund the projected short-term fund deficits the current charges and fees would
have to be substantially increased. Even with increased rates the long collection petiod could
still result in fund deficits in the short term, depend on the size of the increase and a large
surplus in the long term.” (Attachment #4, page 21 of the report, underlining added).

Resolution #8901 - ignoring this recommendation — states that SPUC .. .determines an upward
adjustment in the trunk water charge equal to 23% is warranted at this time to provide adequate
funding for the planned trunk water main facilities necessary to serve developing properties with
the Commission’s standartd of level “A" service.” Resolution #902 used the same analysis to
raise the WCC. (Attachment #5) Why were the recommendations of your consultant not
followed? There is a pattern of not following S&M’s advice, yet they are consistently
used for the financial analysis of the WCC and WTC. Why continue to use them if their
recommendations were not being used on a relatively consistent basis? The report
specifically recommends the risks involved with increasing the fees. What basis was
there to make such drastic increases in the fees when the report specifically noted that
the short-term deficit would lead to a substantial surplus (WTC - $1.2M and WCC $21.7 M)
in the long-term?

In addition, a 2% kicker on top of the CCl was added in 2008 — making the “new” formula the
CCl + 2%. How was this increase above and beyond the CCl determined as correct? What
justification was used to increase the fees above and beyond the CCI? What analysis or
studies/reports supported this decision?



The new CC| + 2% rate was followed for both the WTC and WCC from 2008 to 2019, The
average increase from this formula was just over 5% a year for each charge. However, in 2018
SPUC adjusted the TWC yet again. At that time, SPUC levied a $500 per acre fee on top of the
CCI+2% formula. The justification was that SPUC "...defermines an additional one-time
adjustment in the trunk water charge equal to $500 per acre is warranted at this time due fo the
continuing deficit in the frunk water fund.” (Attachment #6) How was this “one-time” upwards
adjustment calculated and justified? What studies/reports supported this decision?
Again, we only see two funds in your budget — water and electric. It appears that there
are separate business units under each fund (such as the “trunk water fund” with a
deficit balance noted above). Please provide the budget for these business units or if

there are not separate business units, how the charges are segregated to prevent
comingling of funds.

In 2019, another "one-time" $500 per acre was included due to yet again ... the continuing
deficit in the trunk water fund.” (Attachment #6) How was this second “one-time” upwards
adjustment calculated and justified? For two consecutive years this “one-time”
adjustment was enacted. Did you recognize that this charge was going to be necessary
in both 2018 and 2019 initially? What long-term analysis was conducted to justify two
consecutive “one-time" charges? How can the second “one-time charge be justified as a
“one-time” charge, as it was actually the second consecutive year of the $500 charge.
What studies/reports supported the enactment of two consecutive “one-time” charges
and when were they conducted?

Since 2007, the WTC has increased from $1,628 to $4,451 (an increase of 173%); and the
WCC increased from $2,846 to $6038 (not including the added "one-time" $500 per acre for
2018 and 2019) an increase of 112%.

It would appear that pre-2005, there was a concern regarding SPUC fees and charges
compared to other cities. (see Attachment 1, page3) Being competitive is very Important. As an
example, Hastings lowered their WAC by 25% in 2017 "to be competitive” in the metro area. It
went from $3,075 to $2,306. SPUC is currently 6,039, Do you believe it is important to have
competitive fees and charges with other cities in the Metro area?

Attachment #7 is a comparison of the SPUC WCC/MTC for our neighboring and comparable
cities. Qur research could find no city in the Metro Area with the WCC as high as SPUC's
current charge. Are you aware of any other utilities with a comparable WCC as currently in
place with SPUC?

Water Delivery Rates

The last water rate study conducted by SPUC was done in 2009 by Progressive Consulting
Engineers, Inc. The report recommended a 10% increase per year in water rates from 2008-
2015 as “(tlhe operating fund capital improvements are funded by the rates and it is necessary
that SPUC increase their rates fo generate sufficient cash balance to fund their future capital
improvermnent plan.” SPUC chose to have an increase in only 2008,

The report further notes that “fifevenue projections for five to seven years are considered
adequate to provide a reasonable forecast of anticipated future revenue needs. Beyond this
period, the projections become unreliable and an update of the rate study is normally required.”
(Attachment #9) No further study has been conducted. Although the study was not followed,
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it does have a shelf life of approximately 2009-2015 - as noted by the authors. When can
the residents of Shakopee expect a new rate study? Water rates should cover the cost of
replacing and reconstructing existing infrastructure. Is SPUC using WCC/WTC to in any
way subsidize water rates? It would appear that SPUC’s Reconstruction Fund Charge
which was implemented in 2007 raises about $444,500 a year at the current $0.25 rate.
Why implement this charge as opposed to just raising the water rate?

SPUC Economic Development Efforts

As part of the joint meeting, Mr. Crooks outlined what he believed to be SPUC’s economic
development efforts. These appear to be essentially SPUC's marketing efforts, What does
SPUC do for economic development besides these marketing efforts? It appears Xcel
Energy has economic development specialists that work with communities and assist new
customers — including looking at Xcel Energy incentives (in an effort to encourage/develop new
users/customers). Does SPUC have any similar personnel or programs? Does SPUC offer
any real incentives for new users? On numerous occasions we have heard that SPUC
electrical rates are lower than the alternatives. Aren't SPUC residential rates actually higher
than Xcel Energy rates 6 months of the year?

Overview of the SPUC City Confribution

SPUC, as do most public utilities, provides a yearly transfer to the city's general fund from both
their water and electrical utility operations. SPUC, if a private utility would have to provide 3% of
sales to the city under our franchise ordinance. Attachment #10 is a review of other public
utilities. SPUC has the second largest sales in water and pays the second largest water
contribution to a city. However, SPUC has the largest sales in electric and is behind 5 of the top
6 in city contributions — several by millions. Based upon this information, would SPUC be
amenable to reviewing their contribution in regard to its electrical revenues?

Council Membership on SPUC

The Shakopee City Council is responsible for appointing members on the commission. It would
appear that per the 2002 statutes that changed commission membership, that the City Council
actually had a seat on the expanded 5-person council — not just a lialson. (Attachment #11)
Why was the city council position changed to a liaison?

Additional Matter Regarding the Initial Assessment for the Lions Park Splash Pad

As you may know, the City of Shakopee and the Lions Club are parinering with a private
business to bring an all-inclusive splash pad to the city’s Lions Park. This private/public/service
group project is expected to cost approximately $80,000 to put in place — at no expense to the
Gity.

As part of our need to provide water to the facility, our staff reached out to your staff and
received the determination that the WCC for the project would be $211,365. (Attachment #12) |
fully expect that SPUC will waive that fee at some point in the future. My point in addressing it
now is that | believe it is a good example as to why SPUC's fees must be looked at. We are
talking about an area the size of a small putting green that will be operational only akbout 2.5
maonths of the year and in order to have the water flowing you need to operate a button — which



will allow flowage from 30 second to 2 minutes. And this under your formula equates to
$211,365. No one but SPUC believes that is appropriate.

While the fee amount and discussion are striking, probably the more alarming part of
Attachment #12 is where SPUC is suggesting that we should drill our own well within the city.
We believe that to be contrary to your wellhead protection plan and is of serious concern.

Thank you for reviewing the above questions and providing timely responses.

Sincerely,

William H. Reynolds
City Administrator
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L. SUMMARY AND CONCLUSIONS

This study estimated the future revenues from both the trunk water chiarges and water
conmedtion charges. It also dentified the future trunk water system improvements apg

The current trunk water charge was found to be adequate to fung future trunk

watermain oversizing costs, |t js recommended to w the current palicy and

to continue to make the annual adjustments. On thig basis, the 2003 charge would be

$854 per acre.

roduction and storage facilities. Trie charge vl need fo be Increased from the 2002

 rate of $567 per unit to $859 per unit to fund the water produstion and storage facilities,

The current charge policy doss nof and was not Infended tg fund watar treatmeit
facilities, as these were not anticipated twenty years, ago when the policy was
developed. Providing fér -a 3.0 MGD nitratg n;n’k:lval' plant. (6.0 MGD total capacity)
would require Increasing the charge to $1,338 per unit, -F'muidin_g for & second
treatment plan, tonsisting of a 6.0 MGD iron/manganese femoval plant, would require

increasing the charge to §2,035 per unit.
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Even with the increase to $2,045 per unit, the combined Shakopee connection charge

and trunk water charge is less than the current comparable charges in Chaska and

Savage, and Is only about six percent higher than EdanﬁFralrIa;a charge.

We recommend increasing the connection to at 1&ast $1,338 to provide for one water
treatment plant. One plant would treat about one-fourth of the ultimate peak day water
demand. Therefore, providing funding for a second plant by increasing the connection

charge to $2,045 per unit would not be overly conservative,

i
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RESOLUTION #714

A RESOLUTION ADJUSTING FEES
o APPLIED UNDER THE TRUNK. WATER POLICY RESOLUTION

‘ WHEREAS, the fees established in Resolution #222 which Resolution established the
_ Trunk Water Policy are intended to be adjusted on the fitst day of Janmary each year,

' -AND WHEREAS, the adjustment in the fees was specified as the amount squal to the
original fee multiplied by the percentage intrease in the Construction Cost Index for the previous
12 months as reported by the Bngineeri on '

AND WHERFAS, the Construction Cost Index for the date of adoption (February 2,

1981) of Resolution #222 was 3,378.19, and the Construction Coat Index for January 2003 is
658054,

AND WHEREAS, the Shakopee Public Utilities Commission has recently received and
accepted a report entitled “Water Trunk Charge and Connection Charge Analysis” dated March
28, 2003 by Schoell and Madson, Inc. that details the current status of the Trunk Water Charge
fand and projects fiuture revenue and expenses for future trunk water improverments.

NOW THEREFORE, BE IT RESOLVED, that the fee charged under Resolution #222 he
increased to $1,213.00 effective Mayc3- 2003.
: dwuner |, hl—

BE IT FURTHER RESOLVED, that all things necessary o oarry out the texms and
+ puzpose of this resolution are hereby authorized and performed.

Passed in regular session of the Shalcopee Public Utilities Commission, this 5% day of

May, 2003, . by :
Y e

Commission Prosident: Wk Miller

Attachment #2
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_F’ub!ished 12/28/06
Shakopee Valley News
RESOLUTION #866

A RESOLUTION ADJUSTING FEES
APPLIED UNDER THE TRUNK WATER POLICY RESOLUTION

WHEREAS, the fees established in Regolution #2272 which Resolution established the
Trunk Water Policy are intended to be adjusted on the first day of January each year, and

WIHEREAS, the adjustment in the fees was specified s the amount equal to the original
fee multiplied by the percentage increase in the Construction Cost Index for the previous period
as reported by the Engineering News Record, and

WHEREAS, the fees were adjusted to $1,213.00 per acre by Resolution #714 in 2003
hased on & report entitled “Water Trunk Charge and Connection Charge Analysig” dated Maxch
98, 2003 by Scheell and Madson, Inc., and : \

WHEREAS, as noted in the analysis by Schoell and Madson, Tne., the “Construction Cost
Index™ as listed in the Bnginesring News Record was 6580.54, as of January 2003, and

WHERBAS, this index was 7887.62 as of December 2006, and

WHEREAS, the Shakopes Public Utilities Comnmission has observed that actual material
and labor construction costs have escalated significantly above and beyond the amount indicated
by the “Construction Cost Index” as reported by the Engineering News Record and determines *
an additional adjustment equal to 12% over and above the *Construction Cost Index” is

warranted, o

NOW THERERORE, BE IT RESOLVED, that the fees charged under Resohution #222
be increased to $1,628.00 per acre effective January 1, 2007,

'BE IT FURTHER RESOLVED, that all things necessary to carry out the terms and
purpose of this resolution are hersby authorized snd performed.

Passed in regular session of the Shakopes Public Utilities Commission, this 18" day of

December, 2006,
Eunﬁésion PrasidantOl ohn Engler

ATTEST:

T ey nr
Cokytnissidn Secretary: Louis Van Hout

Attachment #3
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Published 12/28/06
Shakopes Valley News
RESOLUTION #867

A RESOLUTION ADJUSTING FEES APPLIED
UNDER THE WATER CONNEBCTION CHARGE POLICY RESOLUTION

WHEREAS, the Shalcopee Public Utilitles Commission operates and maitains the
municipal water system of the City of Shakopes, such system consisting of a complex of water
production, treatment, storage, and delivery facilities interconnected across multiple service
districts or pressure zones via a networl of trunk and lateral watermains, and

. WHEREAS, the water connection charge fees are intended to fund the construction of
water produotion, treatment and storage facilities irrespective of their service district looation
w\l’@n the “blended” gystem, and

; WHERBAS, the water connection charge fees are a component of water availability
charges, and

WHEREAS, the fees established in Resolution #261 which Resolution established the
Water Connection Policy are intended to be adjusted on the first day of January each year, and

WHEREAS, the adjustment in the fees was speoified as the amount equal to the original
fee multiplied by the percentage increase in the Construction Cost Index for the previous period
as reported by the Engineering News Record, and

WHEREAS, the water connection cherge feeg were adjusted to $2,120,00 per equivalent
SAC unit for all service, plus 5.0 cents per squars foot for industrial use only by Resolution #7335
112003 based on a repart entitled “Water Trunk Cliarges and Conneotion Charge Analysis”
dated March 28, 2003 by Schoell and Madson, Inc,, and

WEEREAS, as noted in the analysis by Schoell and Madson, Inc., the "Construetion Cost
Index” as listed in the Engineering News Record was 6580.54, as of Jaouary, 2003, and

WHEREAS, this index was 7887.62, as of December 2006, and

WHEREAS, the Shakopee Public Utilities Commission has observed that actual material
and lahor oonstruction costs have esoalated significantly above and beyond the amount indicated
by the “Construction Cost Index™ as reported by the En ineering News Record and determines
an additionel adjustment equal to 12% over and above the “Construction Cost Index” is
warranted,

NOW THEREFORE, BE IT RESOLVED by the Shakopee Public Utilities Commission
in meeting duly assembled that the charges for connection to the City of Shakopes water gystem
are hereby adopted effective January 1, 2007 as follows:

$2,846.00 per equivalent SAC unit for all service, plus 6,7 cents per pquare
foot for industrial use only (equivalent SAC units o be computed according
to the Metropolitan Waste Control Commission Availability Charge Criteria,
but applied to all municipal water usage whether discharged to sewer ox not),

BE IT FURTHER RESOLVED, that the connection charges shall be applied to all water
connections made to, or newly drawing water from, the City of Shakepee water systemn; and that

s
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. REPORT SUMMARY

The analysis of water improvement projects needed to meet the projected growth i

Shakopee Indicated the project costs for water fagilifies (wells, pump houses, storage

tanks, booster stations, water treatment plants, trunk water raain transmission lines) and

trunk water main (over sizing and SPUC trunk water main projects) will exceed the

estimated revenue funds at the cirrent rates charged for watér connection charge and

trupk water main fee. The projection for the water connection fund indicates a deficit

until 2023. Then the fund balances and accumulates a surpluys through 2030. The

projection for the trunk water main fund indicates a deficit through the study period and

a near balance in 2030. Both funds will run deficits for the next 15 years with the larger
deficits occuring from 2008 to 2020. The projected project costs i the water
connection fund result in the largest deficit amounts. Trunk water main fund deficits are
smaller. A 2007 to 2030 tabulatiori of the projected accumulated revenues at the current
charge rates, accumulated project costs and the difference between the accumulated
costs and revenues are presented below in Tables A for the water conneétion fund and
Table B for the trunk water main fund. A graphical illustration of the two funds is
presented in Section V. This information along with the annual project cast information
can be used in the preparation of fundirfy alternatives for the fime periods whére the

project costs exceed revenue generation. Refer to section V for tabulated CIP costs.
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TABLE A
FUTURE CONNECTION CHARGE ACCUMULATING FUND BALANGE*

YEAR ACCUMULATIVE REVENUE ~ ACCUMULATIVE COSTS  ACCUMULATIVE FUND
‘BALANCE

2007 $1,310,362.00 908,755 $403,607.00
2008 $2,165,755.76 5,246,230 -(53,079,474.24)
2008 $3,055,365.27 6,665,517 -($3,610,161.73)
2010 $3,980,558.16 B, 766,740 -($4,776,180.84)
2011 §6,214,508,28 10,698,300 -($4,483,701.72)
2012 $0,637,998.96 16,359,819 -($7,821,820.04)
2013 $10,954, 33567 20,645,743 -(§9,692,407.33)
2014 §13,467,325.85 20,646,743 ~($7,179,417.15)
2016 $16,080,835.63 21,955,883 -($5,875,047.37)
2018 $17,745,682.00 23,144,867 ($5,389,175.00)
2017 $19,477 142,62 23,144,867 ~($3,667,724.38)
2018 $21,277,851.26 23,652,617 ($2,374,785,74)
2019 $23,150,588.26 23,662,617 -{$602,028,74)
2020 $25,008,234.73 23,662,617 $1,445,617.73
2021 26,892,154 55 23,652 617 $3,230,537.55
2022 $28,767,831.17 23,662,617 $6,106,214.17
2023 $30,608,134.86 28,777 817 31,920,517.86
2024 $32,716,060,69 28,777 511 $3,038,433.69
2026 $34,814,683,15 28,777,817 $6,037,066.15
2026 $37,838,713.90 28777817 $9,059,096.90
2027 $40,979,625.88 29,412,305 $11,567,320.88
2028 $44,248,264 34 29,412 305 $14,635,949,34
2029 $47,647,627.93 29,412,305 $18,235,322.93
2020 $51,182,976.47 28,412,305 $21,770,671.47
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TABLEB

FUTURE TRUNK WATERMAIN ACCUMULATING FUND BALANCE*

YEAR  ACCUMULATIVE REVENUE ~ACCUMULATIVEOOsTS  ACCUNULATRE FUND
2007 $106,349.00 $763,407.00 {($677,058,00)
2008 $234,416.60 $1,728,268,00 {$1,493,841.40)
2008 $367,606.90 $2,782,268.00 ($2,414,661.10)
2010 $506,124.81 $3,513,175.00 -($3,007,050.18)
2011 $944,052.38 $4,858,688.00 ($3,014,635.62)
2012 $1,389,497.06 $6,696,624.00 -($4,167,126.95)
2013 $1,873,160.50 $6,633,584.00 ($3,760,424.50)
2014 $2,385,768.48 $6,533,684.00 -($3,267,815.54)
2015 $2,878,081.77 $5,832,720.00 -($3,054,638.23)
2016 $3,307,542.68 . $5,932,720,00 ($2,626177.34)
2017 $3,754,181.98 $6,020,170.00 -($2,265,988.02)
2018 $4,218,686,87 $6,233,450.00 - -($2,014,763.13)
2019 $4,701,771.95 $6,358,750.00 -{$1,866,978,08)
2020 $5,204,180.44 $8,358,750.60 - H$1,158 56556 - | 5o n
2021 ;_ﬁ,ﬁﬁg.img;ﬂ_ 5i65,513,860.00 -($655,947.682)
2022 CsesargTeTe | §7286,784.00 (§748,787.32)" ' [
2023 $7,245 150,37 $7,616,224.00 {$371,073.63)
2024 57 .080,610.80 $7.972,024.00 $8,586.90
2025 $8,745,489.86 $8,677,078.00 $68,411.85
2026 $9,541,204.08, $9,109,618.00 $431,588.06
2027 $10,268,746.83 $9,839,645.00 $529,101.83
2028 $11,229,391.32 $10,262,287.00 $067,104.32
2028 $12,124,461.69 $11,173,764.00 $950,697.59
2030 $13,055,334.66 $11,851,445.00 $1,203,889.66

The projected fund deficits indicated in the analysis are driveri by future growth and

development. The location of future developments and the timing of development

“dictate the required Commission projects, the project costs, and resulting fund deficits.

Projecting developments and the projects required to service them is the largest single

impact on the project cests and deficits in both of the water connection and trunk water

main fund. The elements having the most Impact on water connection fuhd revenue
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generation ate the infrastrudture expenditures and the [u‘né period between
development approvals and the collection of charges from all the possible water
customers in the developments. Contributing to the rate of revenue collections are the
following factors:
T The pace of house building and collection of connection charges after the
initial development construction is completed.
2, Construction of service water main in the rural devélopments and
collection of water cohnection charges and trunk water main fees.
The short fund analysis indicates the fees collected revenues at the currént charge

rates will not keepat;e with_project costs incurred hE the Commission. In the longer
“

term the trunk water main fund trends to a 1.2* million dollar surplus balance and the

water connaction fund trends to an estimated 21.7* million dollar surplus. Trending to a
sfudy period balance or a smaller surplus condition is preferred as a long range plan.
The outcome for the trunk fund is slightly higher* than a balance: Financing adjustments
may be considered by the Commission to raise current revenues to plan for a smaller
surplus. The surplus outcome for the connection charge may seem ekcelsswe however
there are different factors that influence the connectiori fund snd a more conservative
plan for current funding and a higher surplus may be considered by the Commission.
The factors include:
1. Two water treatment plants are included in the analysis. These have been
identified for existing wells. Unexpected elevated levels of contaminants could

oceur in future wells, requiring water tréatment facilities.

2. The water connection charge facilities have a higher construction cost than
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trunk water main fund projects. Influences from, Tnc’raaslﬁg construction costs
have a greater impact on the water connection fund.

3. The frunk water main fund receives the development fees at the oriset of a
project rather than the long term collection period for the water connection
charge. This results in the Commission either having to plan for a current fund
sumplus to pay for connection charge projects andfor carrying debt while
connection charges are caollected.

4, Bath funds will be running deficits in the short tertn and will require addition
funding source(s). A coriservative policy would be to increase ’r:aes and rates
as required to achieve a surplus to short term balance the funds annually or a
combination of rate increases and borrowing to spread out rafe increases

over a longer time period.

The fund revenue and project cost analysis indicates the water connection and frunk
water main funds will réquire using alternaté sotrces of funding to make up for the-

projected projects and deficits. Funding options include boriding, inter-agency fund

transfers and or raising water connéction eharges and trunk water rmain charges and

“secelerating® water connection charge tollection. “Accelerating” water connection

——

'ﬁharge collection Is defined as developer's paying for water connection charges
when dévelopments receive municipal approvals. This is the sante method used to
tollect the trunk water main fees. Funding options are evalyated in the “Financial
Analysis of Water Connection and Water CIP Project Costs" prepared by Bill Fahey,

the Comimission's Fitiancial Advisor.
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V.  CONCLUSIONS

As the City of Shakopee continues to develop, water projects will be requited fo
serve the new water customers. The current water connection and frunk water main
funds do not have surplus capital to provide funding for these projects and the current
rate structure will not pay for projects needed in the short term period of 2007 to 2019*.
The analysis indicates the water connecfion fund and trunk water main fund will require
alternate sources of capital to keep the funds out of the projected deficits. Several

options are presented below for consideration by the Commission:

1. Borrowing: Borrowing in the form of bonds or inter-agency borrowing. Due to the

size of the projected deficits, planning to bond is the recommended option.

Inter-agency borrowing would be viable to make up for a short term deficit not

covered by bonding.

2. Raise rates: To fund the projected sgg'wlm IHnd deficits the current charges
and fees would have to be substantially increased. Even with increased ratés
-—-———-——h' T, e

the long collection period could still result in fund deficits in the short term,

depending on the size of the increase and a large surplus in the long term. As
an example; the impact of doubling of the current corirection charge to
$5,ﬁ§ﬂlﬁt I8 shown on the following graph. The graph indicates project funding
with a minimum deficit for the short term and a large surplus develops over the

long term. To decrease the long term surplus adjustments to the rates would be

necessary. A combination of a smaller rate increase and bonding would be a
— i

viahle alternative.
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COMMEETION FUND AND FACILITY PROJECT GOBTS
ACCUM TIVE REVENUE V5, ACCLIMULATIVE COBTS®
(44 daiflid conneetion oharge of $5,582AiniE)

3. Accelerating collection of the water connection charges: This option [s

considered viable because the short term future development into the 2-HES will
need new Commiission facllities fo provide water service. The new facilifies will
have a high up front cost and a long collection period to fully collect all the
charges. To reduge the debt the Commission would have to fund the developers
would pay all connection charges after the development is approved. This would
offset some of the costs for new projects, however some projects cost more than
the revenus from one development and other short term funding sources would
be required. Over the longer term the charges from other developments would
eventually pay for the projects.

Finaricing the 2-HES Capital Improvement Costs in different geographical areas
of Shakopée: The projected growth and development into the 2-HES will occur

in three separate areas in Shakopee. These areas can be geographically
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identified as the SE Area (The SE Area Study), Central A.rea and West Area.
These areas are described below: (Refer to land use map in Appendix A)

a. SE Area: The area north of County Road 16 to the Prior Lake city limits
and east of the- Mdewankonton Sioux lands to the Bavage city limits.

b. Central Area: The area without water service between County Road
78 and the Mdewankonton Sioux lands and south to Spring Lake
Township.

& West Area: The area with out water service west of County Road 79 to
the Minriesota River and north of County Road 78. The includes parts

of Jackson Township,

Each area was evaluated for Capital Improvement Costs and the long term
revenue generation for the study period of 2007 to 2030. The resuits of the

avaluation are sumimanzed halow:

TABLE E

ESTIMATEE CAPITAL IMFRWEMEHT E‘GSTS AND REUEHLI‘E GENERATION FOR THE SE
AREA, CENTRAL AND WEST GEOGRAPHICAL AREAS
FOR THE STUDY PERIOD OF 2007 TO 2030

GEOGRAPHICAL. WATER CONNECTION FUND TRUNK WATER MAIN FUND
AREA b
CIP COSTS REVENUE CIP COSTS REVENUE
| BE AREA § 4,550,000 $ 4,930,000 $ 1,650,000 $ 1,470,000
CENTRAL AREA | __§ 7,000,000 $ 17,800,000 § 5,430,000 $ 5,100,000
WEST AREA $ 6,500,000 § 13,900,000 § 2,660,000 $ 3,000,000
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The results of the evaluation indicate the water c.u.nnectiun fund -r:apitat improvement
costs for each area will be supported by fees collected within each geographical area.
The SE Area may need some reventue support from the othér two areas. The trunk
water fund capital improverent costs will also be supparted by the fees from each area,
however, the balance between costs and revenue is much closer than in the connection
fund. In the long ferm some trunk water main revenué sharing between the
geographical areas is possible or a raise in the trunk water main charge may be

necessary.

In this the first part of the water connection charge fund and trunk water fee fund
analysis the future project costs and revenue collection was projected out to 2030 and
then evaluated. Based on the current charges and fées being levied by the Commission
alternate funding sources will be- needed. For the second part of the analysis the
financial alternatives will be evaluated in the “Gapital Improvement Plan Financial

Report” prepared by Bill Fahey, the Comimission's Financial Advisor..
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Published 12/13/07
Shakepee Valley News

RESOLUTION #5801

A RESOLUTION ADJUSTING FEES
APPLIED UNDER THE TRUNK WATER POLICY RESOLUTION

WHEREAS, the Shalcopse Public Utilities Commission operates and maintains the
municipal water system of the City of Shakopee, such system consiating of a (“blended™)
¢omplex of water production, treatment, storage, and delivery facilities interconmected across
wultiple service districts or pressure zones via a network of trunk and lateral watermains, and

WIIERBAS, the trunk water charge fees are a component of water availebility charges,
and

WEHEREAS, the foes established in Resolution #222 are intended to be adjusted on the
first day of January each year, and

WHEREAS, the fees were adjusted in 2006 by Resolution #866 to §1,628.00 per acrs,
and

WHEREAS, the Shakopee Public Utilities Comtnission has received a report by Schoell
and Madson, Inc. titied “Water Connection Fund and Trunk Water Main Fund Analysis and
Report” dated August 20, 2007 and a report by Northland Securities titled “Finance Analysis of
Water Connection Fund and Water Trunk Fund CIF Projects for the Period 2007 through 2030™
dated November 27, 2007, and

WHEREAS, the Shakopee Public Utilitieg Commission determines an upward adjustment
in the trunk water charge equal to 23% is warranted at this time to provide adequate fimding for
the planned trunk water main facilities necessary to serve developing properties with the
Commission’s standard of level “A” service (i.e. a robust, redundant, looped water supply and
distribution system capable of supplying water safe for human consumption at adequate pressure
for domestic and fire protection uses).

NOW THEREFORE, BE IT RESOLVED, that the trunk water charge fees be increased
to $2,002.00 per acte effective January 1, 2008.

BE IT FURTHER RESOLVED, that fitire increases in the trunk water charge fees shall
be based on the percentage inorease in the Construction Cost Index for the previous period as
reported by the Engineering News Record plus 2.0%,

BE Il FURTHER RESOLVED, that the fands collected from the trunk water charges
will be set aside by the Utility and used to pay for construction of trunk water main facilities.

BE IT FURTHER RESOLVED, that water availability shall not be granted until the
acceptance by the Utility of payment of all standard water fees requisite by this resolution and by
complignce with &ll other Shakopes Public Utilities Corumnission resolutions applicable to new

servioes.

BE IT FURTHER RESOLVED, that in the case of large water users, specific K
authorization by Shakopss Public Utilities Commission is also a prerequisite to water
gvailability.

BE IT FURTHER RESOLVED, that all things necessary to catry out the'tern Attachment #5 I
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Published 12/13/07
Shakopee Valley News

RESOLUTION #9502

A RESOLUTION ADJUSTING FEES APPLIED
UNDER THE WATER CONNECTION CHARGE POLICY RESOLUTION

WEEREAS, the Shalcopee Public Utilities Commission operates and maintains the
municipal water system of the City of Shakopee, such system consisting of a (“blended”)
complex of water production, treatment, storags, and delivery facilities interconnected across
Iultiple service districts of pressuve zones vie & network of trunk and lateral watermains, and

WHREREAS, the water connection charge fees are a component of water availability
charges, and

WHEREAS, the fees established in Resolution #261are intended to be adjusted on the
first day of Tanuary each year, and

, WI'IEF;E&S, the water conmection charge fees were adjusted in 2006 by Resolution #867
to $2,846.00 per equivalent SAC unit for all service, plus 6.7 cents per square foot for industrial
uge only, and

WEEREAS, the Shakopee Public Utilities Commission has received a report by Scheell
and Madson, Tne. titled “Water Connection Fund and Trunk Water Main Fund Analysis and
Report” dated August 20, 2007 and a report by Northland Securities titled “Finance Analysis of
Water Connection Fund and Water Trunk Fund CIP Projects for the Period 2007 through 2030”
dated November 27, 2007, and

L] i
WEHEREAS, the Shakopee Public Utilities Commission determines an upward adjustment
in the water connection charge equal to 24% is warranted at this time to provide adequate
funding for the planned water production, treatment and storage failities necessary to serve
developing properties with the Commission’s standard of level “A" service(i.e. a robust,
redundant, looped water supply and distribution system capable of supplying water safe for

human consumption at adequate pressure for-domestic and fire protection uses).

NOW THEREFORE, BE IT RESOLVED that the water cormection charge fees be
inereased effective January 1, 2008 as follows:

$3,529.00 per equivalent SAC unit for all service, plus 8.3 cents per square
foot for industrial use only (equivalent SAC units to be computed aocording
to the Metropolitan Waste Control Commission Availability Charge Criteria,
but applied to all municipal water usage whether discharged to sewer or not).

BE IT FURTHER RBSOLVED, that future increases in the water connection charge fees
shall be based on the percentage increase in the Construction Cost Index for the previous period
as reported by the Bngineering News Record plus 2.0%,

R ——

BE IT FURTHER RESOLVED, that the water connection charges shall be applied to all
water connections made to, or newly drawing water from, the City of Shakopee water system,;
and that the connection charges shall also be applied to all instances where increased water usage
is indicated by an increase in SAC units or by other means.

BE IT FURTHER RESOLVED, that the finds collected from the water conmection
aharees will be sat aside by the Utility and used to pay for construction of water produetion,




ge

RESOLUTION #1179

A RESOLUTION ADJUSTING FEES
APPLIED UNDER THE TRUNK WATER CHARGE POLICY RESOLUTION

. WHEREAS, the fees established in Resolution #222, which Resolution established the
Trunlk Water Charge Policy, and Resolution #901, which Resolution adjusted said fees, are
intended to be adjusted on the first day of January each year, and

WHEREAS, the fees were adjusted in 2015 by Resolution #1107 to $2,911.00 per acre,
and

WHEREAS, per Resolution #001 designated that future increases in the trunk water
charge fees shall be based on the percentage increase in the Construction Cost Index for the
previous period as reported by the Engineering News Record, plus 2%, multiplied by the present
trunk water charge, and

WHEREAS, the “Constmction Cost Index” as listed in the Engineering News Record
was 10,442.61, as of November, 2016, and

WHEREAS, this index was 10,817.11 as of October, 2017, and

WHEREAS, the Shalopee Public Utilities Commission determines an upward adjustoent
in the trunk water charge equal to 5.8% is warranted af this time to provide adequate funding for
the planned trunk water main facilities necessary; to serve developing properties with the
Commission’s standard of level “A” service (i.e, a robust, redundant, looped water supply and
distribution system capable of supplying weter safe for human consumption at adequate pressure
for domestic and fire protection uses), and

WHEREAS, the Shakopee Public Utilities Commission also determines an additional Qe
ime upward adjustment in the trunk water charge equal to $500.00 per acre is warranted at this 7.
time due fo the continuing deficit in the trunk water fund.

NOW THERERORE, BE IT RESOLVED, that the fees charged under Resolution #222
and #901 be increased to $3,749.00 per acre effective January 1, 2018.

BE IT FURTHER RESOLVED, that the funds collected from the trunk wa.tar :}h?.i:gﬂs
will be set aside by the Utility and used to pay for construotion of trunk water main facilities,

BE IT FURTHER RESOLVED, that water availability shall not be gm'nmd mrti_ithe
acceptance by the Utility of payment of all standard water feaf.\ requisite hy this ra.aalumnn and by
compliance with all other Shakopee Public Utilities Conimission resolutions applicable to new
gervices.

BE IT FURTHER RESOLVED, that in the case of large water users, specific
authorization by Shakopee Public Utilities Commission ig also & prerequisite to water
availability.

BE IT FURTHER RESOLVED, that all things necessary to carry out the ter ' - |
rmrnase of this resolution are hereby authorized and performed. \ Att?':h ment #6 |
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RESOLUTION #1219

A BESOLUTION ADJUSTING FEES
APPLIED UNDER THE TRUNK WATER CHARGE POLICY RESOLUTION

. WHEREAS, the fiees established in Resolution #222, which Resolution established the
Trunk Water Charge Policy, and Resolution #901, which Resolution adjusted said fees, are
~ infended to be adjusted on the first day of January each year, and

WEEREAS, the fees were adjusted in 2015 by Resolution #1107 to $2,911.00 per acre,
and

WHEREAS, per Resolution #901 dcaiguated that future increases in the trunk water
charge fees ghall be based on the pemantagﬂ increase in the Construction Cost Index for the
previous period as reported by the Engineerin g Record, plus 2%, multiplied by the present
trunk water charge, and

WHEREAS, the “Construction Cost Index™ as listed in the Engineering News Record
was 10,817.11, as of October, 2017, and

WHEREAS, this index was 11,183.28.11 as of October, 2018, and

WHEREAS, the Shakopee Public Utilities Commission determines an upward adjustment
in the trunk water charge equal to 5.4% is warranted at this time to provide adequate funding for
the planned trunk water main facilities necessary to serve developing properties with the
Commission’s standard of level “A” service (i:&. a robust, redundant, looped water supply and
distribution system capable of supplying water safe for human consumption at adequate pressure
for domestic and fire protection uses), and

%:upwdadjumsnimthettmkmshmgmqualmﬁﬁﬂ .00 per acre is

WEHEREAS, the Shakopee Public Utilities Commission also determines an additional one } x
due to the continuing deficit in the trunk water fund.

NOW THEREFORE, BE IT RESOLVED, that the fees charged under Resolution #222
and #901 be increased to $4,451.00 per acre effective January 1, 2019.

BE IT FURTHER RESOLVED, that the funds collected from the trunl water ::sh?rges
will be set aside by the Utility and used to pay for construction of trunk water main facilities,

BE IT FURTHER RESOLVED, that water availability shall not be granted until the
acoeptance by the Utility of payment of all standard water fees requisite by this resolution and by
compliance with all other Shalkopee Public Utilities Commission resolutions applicable to new
services.

BE IT FURTHER RESOLVED, that in the case of large water users, specific
authorization by Shakopes Public Utilities Commission is also a prerequisite to water
availability.

BE IT FURTHER RESOLVED, that all things necessary to ceary out the terms and
purpose of this reﬂuluﬁup are hereby aunthorized and pexfoﬂna& o
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SHAKOPEE

To: Mavyor and lelnailmemhers

From: Darin Nelson, Finance Director

[eb Bill Reynolds, City Administrator

Date: February 27, 2019

Re: Water Rate and Connection Charge Comparisons

Annually the finance department gathers data on our comparable and surrounding cities. This data
includes information on property taxes and utility rates, Since our comparable and surrounding clties
all operate their own water utility, staff also gathers water rate Information.

The Cost of Water Utility Comparison chart below compares residential annual cost of water based on
an average monthly consumption of 5,000 gallons. 5,000 gallons is often considered an average
monthly consumption for residential household. Annual costs include applicable variable and fixed
fees associated with water usage and billing. Golden Valley, Bloomington, Roseville and Maplewood
purchase their water from either Minneapolis or St. Paul, which tends to account for higher than
average water costs compared to other cities. Also, Eden Prairle provides system-wide soft watgr
eliminating the need for household water softeners.

The second chart provides a comparison of water and local sewer connection charges. The sewer
connection charge (SAC) does not include the Met Council Environmental Services SAC charge. These
SAC charges are strictly local charges. This chart only compares connection charges and does not
include any trunk charges associated with installing necessary infrastructure to a specific area.

The information for both charges was gathered by reviewing fee schedules and/or contacting cities
directly to confirm 2019 rate and connection charges,

COMMUNITY PRIDE SINCE 1857
- Clty of Shakopee | 485 Gorman St, Shakopes MM 55379 | Phone: 952-233-5300 | Fax: 952-233-3801 | wwwShakopee MN.gov
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2019 Residential Annual Cost of Water Utility
Comparison
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2019 City WAC and SAC Charges Comparison
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WATER RATE STUDY
SHAKOPEE PUBLIC UTILITIES

Prepared For

& :
“ SHAKOPEE Punm: Utiaries
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July 2009
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m Progressive Consulting Engineers, Inc.
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Progressive Consulting Engineers Inc.

6420 Earta Brown Orive. Suils 20, kinneapolis, 4N G1430-2981 |75 S60-0135 FAX (76I) 5E0-0393

July 27, 2009

Jahn Croola

Water Superimendeht
Shakopee Public Utllitles
255 Sarazin Street,

B. 0. Box 470

Shakopee, MN 55379-0470

Dear Mr. Crooks:

Progressive Consulting Engineers, Ino. (PCE) is pleased to submit herein the final report for the Water
Rate Study for the Shakopee Public Utilities Commission (S5PUC). The report includes the development
of inclining block water rates as required by the Department of Natural Resources (DNR). The rates are
developed using the cost of service analysis by Base-Extra Capacity method. As per your discussion with
the DNR. personnel, the inclining block is used only for the residential customers whereas the flat rate
with separate irrigation meter rate is.used for the commercialfinstitutional and industrial customers.

The proposed fixed and commodity water rates for 2010 as calculated from the study are:

Fixed Charge (5/8" meter siza) $3.06 per month
Residential
05,000 gallons $1.86 per 1,000 gallons
Above 5,000 gallons $2.23 per 1,000 gallons
Commercial/Institutional $1.71 per1,000 gallons
Industrial $1.49 per 1,000 gallons
Irrigation Meter $2.23 per 1,000 gallons

t s recommended that the proposed calculated fixed rate and the commodity rates should be incronsed
10% every year until 2015 to generate the targeted cash balance of SPUC"s one year of operating and
maintenance costs. The reconstruction rate development was out of the scope of the study and hence not
derived in this study. For the cash flow projections, it is assumed that SPUC will increase their current
reconstruction rate by 109 every year, -

This report {s the product of a cooperative effort between SPUC and PCE staffs, The cooperation and
assistance of SPUC elaff is greatly appreciated, especially the assistance of Renee Sehimid and yourself,

We will be available to discuss the report or any aspects of the study atﬁ:ur convenlence.

Sincerely,

/UMW |:'u vedhe o
Naeem Qurashi

NQs

Civil - Structural « Water Supply + Municlpal



2017 Public Urility Transfers to Parent City

Clty of Shakopea
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hittps: v ravisormn.gowlaws 20028 ession+LawChaplen2 26/

Office of the Revisor of Statutes

Minnesota Session Laws - 2002, Regular Session
Key: {1) lenguage-te-bo-deleted (2) naw [anguaas

CHAFTENR 226-H.F.MNo. 1624
An act rolating to the city of Shakopee; increasing
ity public wtilities commibsion from thrae to five
membere.
BE IT EWACTED BY THE LEGISLATURE OF THE STATE OF MINHESOTA:
Sectlon 1. [SHAKOPEE UTILITIES COMMISSION INCREASED TO
FIVE MEMAERS, ]
() Motwithatanding Minnesots Statiites,
and 432,341, subdivision 1:

Sec. 1, [EFFECTIVE DATE; LOCAL APPROVAL.]

Section 1 15 effective the dny after the governing, body of
the city of Shakenes and its chief clericel officer timely
complete their complipnce with Minpasota Statutes, sectien
645,621, subdivisions 2 and 3.

Prezented to the governor March 6, 20882

Signed by tha gowvernor March 7, 28082, 2:26 p.m.

Copyrlght @ 2002 by the Revisor of Statutes, State of Minnasota, All rights reservad,

Attachment #11 |
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SHAKOPEE

PLANNING AND DEVELOPMENT

March 25, 2019

Shakopee Public Utilities Commission
255 Barazin Street
Shakopee, MN 55379

RE: City of Shakopee Review Comments for SPUC Comprehensive Water System Plan and
Water Supply Plan

City staff have been able to review SPUC’s Comprehensive Water System Plan and have the
following comments which will need to be addressed prior to Metropolitan Council approval,
First set of comments are in response to the Comprehensive Water System Plan, dated
September 13, 2018,

1. Current Shakopee population is incorrect. Stated as “approximately 37,000", this number
reflects 2010 census data, This number should be the latest Metropolitan Council
estimate for 2017, which is 41,519,

2. Onpage 13, Table 3-2 “Projected Population Data” is not consistent with revised City or
Met Couneil projections for city population, please refer to the following table for

consistent information.
City of Shakopee Population Forecasts ]
2010 2020 2030 2040
Population | 36,946 47,800 55,000 62,600
Houscholds | 12,722 16,300 19,400 22.100
Employment 18,831 25,700 29,100 32,800

3. Existing and projected land use maps and table should be revised to remain consistent
with the City’s 2040 Comprehensive Plan land use maps and tables.

Table B-1 through B-5 “Projected Water Consumption by Land Use” need to be revised
to reflect correct planned land use categories as defined in the 2040 Comprehensive Plan
and correct full build out acreage for these planned categories. Information on these

tables appears to be from the 2030 Comprehensive Plan which will not be in effect once
the 2040 Plan is adopted.

Figure 2-3 “Existing Water System Model Map” and Figure 3-1 “Existing Land Use” do
not include the new Windermere development, this should be included in both maps,

4. Page ES-1 —The Existing Facilities inventory does not match the Water Supply Plan
inventory in Table 5 of that plan.




5. Page ES-1— 8 million gallons in well capacity plus 11,25 MG in storage is a substantial
amount over the historic maximum day demand,

6. Recommend to include a more detailed discussion about the history and master planning
for a water treatment plant, referencing any past studies that have been completed, etc.

7. Appendices were not provided for review. Please provide.

8. Page 38 — Suggest including more specific info on Manganese to supplement and support
the fext in section 5.2.3.2 as there are several wells within the window that should be
monitored a little more critically to ensure they do not exceed the .1 mg/L health risk
guidance lovel with mention in a health risk context vs. only discussing the aesthetic
nuisances,

9. Page 37, section 5.2.3.1 — While the Nitrate levels as reported in the annual CCR are
below the MCL, only barely. A more robust discussion about the timing of the testing
from year to year, the historic trends, etc. should be discussed to very explicitly detail the
extremely closeness of exceeding the MCL. The discussion of blending water to mitigate
the levels should be better discussed. (e.g. since the wells are connected directly into the
distribution/transmission system, there is little blending that occurs until further outward
into the system; therefore, there could be potential consumers immediate to the higher-
level nitrate wells that are receiving the higher levels of nitrates and this should be further
disclosed in more detail to consumers if indeed fact. The historical levels of nitrates are
concerning with little fluctuation over the years. Are the well head protection initiatives,
testing, blending, ete. enough to protect and supply safe drinking water supply relative to
Mitrates? It i3 not certain with the info provided.

Remainder of comments are in response to Water Supply Plan dated December 12, 2018

10. Table 3. Valley Fair is listed as the high drinking water user. This property needs to be
better inventoried to confirm meters vs. sanitary sewer meters vs. any possible private
wells. There is an auxiliary sewer meter, not certain on the entire story about having this
auxiliary meter vs. the SPUC meters.

11, Table 5 — The ground vs. elevated inventory does not match the Comprehensive Plan
inventory on page ES-1 of that plan.

12. P. 14, last paragraph — Seems that 125.5 gallons per capita is an extremely high
assumption that would lead too much of an overbuild of the system.

13, Table 10 — There are many boxes that ave checked where the city is not aware of the
indicated coordination as follows:
a. Lake —the “other” miligation measure box that is checked, and the "monitored”
regular check-in box
b, Wetland — same comments for the boxes checked under Lake
c. Trout Stream — same comments for the boxes checked under Lake




14, Table 11 — While the WHP was adopted as indicated on 11/2011, it is apparent from
discussions with city staff that there is a lack of adequate coordination with the city
pertaining to the well head protection implementation initiatives, issues, etc., most
notably when it comes to development and surface water coordination.

15, Table 12 — A 2020 CIP year of Water Treatment Facilities does not reflect the current
CIP.

16. Please provide the city a copy of SPUC’s Emergency Response Plan dated May 2017.

17, Table 21 — the New Water Conservation Ordinances action taken box is checked “no”, It
seems as an initiative that dates back to the 2006 plan commitment that this should
already be completed, Verify status,

18. Table 23 — Per the table, there are only 300 automated meters. An AMI project is
included in the CIP to automate meter reading over the next few years. Please confirm
that this project is expected to replace all mechanical meters. The coordination of this is
important to better monitor the city’s discharge into the sanitary sewer also (e.g. recent
event where a water service/line broke, with 280k gallons flowing into the city’s sanitary
sewer system.

19. Table 26 — Install AMI timeframe indicates “when possible”. Suggest to update to match
timeline in CIP.

20. Table 30 — Not aware of SPUCs participation in any Rain Barrel initiative with the
watersheds.

21, Table 31 — Seemingly very little educational inclusion methodologies are being used.

Find SRF Memorandum No. 11925 attached requesting revised water supply forecasts for the
AUAR study currently underway.

The City can provide all required data by request. If there are any questions or concerns about
the City’s comments, please contact city staff, thank you,

Sincerely,

Bill Reynolds
City Administrator

cC

Michael Kerski, Director Planning and Development
Steve Lillehaug, City Engineer

Shakopee Public Utility Commissioners

COMMUNITY PRIDE SINCE 1857
Depariment of Planning and Developrment | 485 Garman 5t, Shakepee MN 55372 | Phone; 952-233-0300 | Fax: 952-233-3801 | www.Shakopeehbl gov




“ :‘I Memorandum

SBF No, 17825

To: Mark Noble, Senior Planner
Planning Division, City of Shakopee
From: Stephanie Falkers, Senior Associate
Date: March 22, 2019
Subject:  Jackson Township AUAR — Water System Planning

Jackson Township AUAR

SRF Consulting Group is assisting the City of Shakopee with the development of an Alternative
Utban Areawide Review (AUAR) for the areas included within the Jackson Township Otdetly
Annexation Area to the southwest of the city. The AUAR is a form of environmental review,
intended to describe a development scenario and assess potential impacts to environmental and
cultural resources. Impacts to public infrastracture setvices are also assessed, including water and
sanitary services and the transportation networle

The Jackson Township AUAR will assess the impacts that result from a full-build scenatio of the
study area, according to the land uses proposed in the Draft 2040 Comprehensive Plan Update, This
scenario includes over 600 acres identified for residential development and over 550 actes of
commercial /industrial development (see proposed land uses on the following page).

To assess the potential impacts and need for mitigation, a full build-out of the proposed 2040 land
use plan should be used to inform any water and sanitary modeling. The use of the 2040 growth
assumptions will result in a more accurate depiction of water needs to support the growing area and
will allow for the identification of appropriate mitigation activities within the AUAR.

It is our understanding that the curtent Comptehensive Water System Plan for the City, includes
growth assumptions that align with the growth assumptions proposed in the 2030 Comprehensive
Plan. To ptovide an accurate asscssment of the future water system, the modeling should be
updated to reflect the growth assumptions included in the Dyaft 2040 Comprehensive Plan Update,

A Prafecti\ 11600 119255 _SEINTNC i\ e Sy Minat fachosa Townsbfp ATLAR Water Synteon e

www.srfeonsulting.com
1. Carlson Parkway North, Sulke 150 | Minneapolis, MM B6447-4453 | TE3.476.0010 Fax: 18664406364
An Egual Opportwnity Bsyploper




March 25, 2019

Matk Noble
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Attachment C

Crooks, John

LTI
From: William.Mars <William.Mars@target.com>
Sent: Thursday, July 11, 2019 11:55 AM
To: Crooks, John
Subject: City Letter update

lahn

Hello — We are going to send letter to request reconsideration of the previous letter from Bill R that your board took no
action on.

We will be at your Aug 5" meeting. Thank you.
Bill

William Mars - Torgetfomnkiomivessbsschipevisiongine
s Farger Harkwaydiorthafrooklen-faris AN 55445




ol
SHAKOPEE

July 12, 2019

Shakopee Public Utilities Commission
c/o Mr. John Crooks

255 Sarazin Street

Shakopee, MN 55379

Dear Members of the Commission and Mr. Crooks,

On June 7, 20189, the City of Shakopee sent a letter requesting public information regarding the
setting of your rates and other matters. It appears that on July 1, 2019, the commission decided
to take no action on the letter,

On behalf of the City Council, we would request that the letter's concerns be addressed without
further delay.

Sincerely,

William P Mars Matt Lehman
Mayor SPUC Liaison



1. How is the SPU Water Capital Improvement Plan funded?

Attachment D

The Capital Improvement Plan (CIP) for SPU Water is broken out into four separate funds with very
specific, restricted uses and collection processes. An explanation of each of the funds is as follows:

Fund
Operating

Reconstruction Charge

TWC
Trunk Water Charge

WCC
Water Capacity Charge

(Formerly called Water
Connection Charge)

Use

This is used to pay for the
operation and maintenance of
the water production and
distribution system.

This is used to replace water
mains and services up to the
curb stop in conjunction with
the city’s street reconstruction
project.

This fee is only collected when
water is made available to
undeveloped property. It pays
for the oversizing of pipes to
provide adequate fire flow
protection.

This fee is collected when there

is increased demand on the
water system.

It is used for siting and
constructing new wells, pump

houses, booster stations, water
storage tanks, treatment plants

and transmission mains to
support customer needs.

Who Pays

Customers,

This is included in customer
rates billed monthly based on
usage.

Customaers.

This is a separate line item
billed monthly to customers
based on usage.

Developers.

Developers pay this through
fees based on the net acreage
of their development.

Property Owners/Developers.
This is a one-time, upfront
charge to cover the additional
demand on the water supply
system.

The anticipated volume of
water to be used is measured in
equivalent SAC units.*

*One SAC {Sewer Availability Charge} unit as defined by the Met Council is 274 gallons per day.

Please see attached 5-Year CIP, This plan is prepared by SPU staff and presented to the Commission
and the City Council Liaison every year, typically in November, Within each of the four water funds
the anticipated expenses for the next five years are detailed. Once approved by the Commission
these numbers are included within our annual budget. While this is a 5-Year plan only the upcoming
year is approved by the Commission annually.

Mote: When a project is started but is not completed before yearend, the expense carries forward.
Case in point is the $250,000 in the Operating Fund for 2018. This was the Rahr Looping project that
extended into 2019.  Another notation in the Operating Fund is the planned migration to AMI
metering. This will take several years to complete as it involves replacing all electric and water
meters with advanced metering technology.
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10
11

12
13
14
15
16
17
18
19
20
21
22

23
24

Shakopee Public Utilities
Capital Improvement Plan

Final
Dated: November 19, 2018
Water Detail
Item Description
2018
& Justification Carryover 2019 2020 2021 2022 2023
Operating Fund
Miscellaneous
Water Meters PM/Development - 145,000 150,000 150,000 150,000 175,000
Landscaping Line of sight screening Riverview Booster - 13,500 13,500 - - -
8" VWatermain Looping Boulder Pointe Development - 104,000 - - -
Cl2 Feed Improvements Safety/Enhanced Accuracy - 72,000 75,000 75,000 - -
Chemical Feed Scales Life Cycle Replacement - 23,000 24,000 25,000 26,000 -
Reservoir Maintenance Preventative Maintenance - 50,000 50,000 50,000 50,000 50,000
Power Wash Towers Preventative Maintenance - 15,000 15,000 15,000 15,000 15,000
Hydrant Replacement As Needed - 40,000 40,000 40,000 40,000 40,000
CR16 Valve & Hydrant Adjustments County Trail Project CP-18-XX - 25,000 - -
CR 83 Valve & Hydrant Adjustments County Road Project - - - 50,000 - -
8" Watermain Looping Apgar 5t and 2nd Avenue 250,000 100,000 - - - =
Total Miscellaneous 250,000 587,500 367,500 405,000 281,000 280,000




25
26
27
28
29
30
3
32

33
34
35

36
a7

38
39

40
41
42

43
44

45
46
47
48

49

System Upgrades

Reservoir Mixers

Sidewalk Repair

Cl2 Leak Detection Upgrade
SCADA Communications Upgrade
Sealcoat Drives/Repair

Driveway Replacement PH &
Miscellaneous Equipment

Total System Upgrades

ADVANCED METERING INFRASTRUCTURE {AMI)
Planning/Design/Project Management
Construction/implementation/Hardware/Software/Training

Total ADVANCED METERING INFRASTRUCTURE (AMI)
Vehicles/Equipment

Portable Pressure Calibrator
Replace Truck #5622
Mew Positions Trucks

Total Vehicles/Equipment

Total Operating Fund

Reconstruction Fund

Reconstruction

Bituminous Cverlay

Water Quality
Safety/Maintenance
Safety/Lifecycle Replacement
Water System Reliability
Preventative Maintenance
Preventative Maintenance

As Needed

Praject Planning/Design

Customer Service

Water Quality
Life Cycle Replacement

Customer Service

City CIP

250,000

35,000
5,000
13,500
57,900
5,000
16,000
15,000

147,400

20,000

20,000

4,300

4,300

759,200

30,000

35,000

13,500

5,000

15,000

68,500

48 187
983 454
1,031,641

45,000

45,000

1,512,641

30,000

35,000

9,000

5,000

15,000

64,000

68,187
1,022,792

1,080,979

40,000

40,000

1,599,979

30,000

5,000
15,000

20,000

72,800
1,063,704

1,136,504

1,437,504

20,000

5,000

15,000

20,000

300,000

20,000




50
51

52
53

54
55
56
57

58

59
60
61

62
63
64
65
66
67
68
69
70
7
72
73

74

Reconstruction
Correct Deficient Services

Total Reconstruction

Total Recontruction Fund

: Trunk Fund _
Trunk Water Mains - SPUC Projects (Completed by SPU ) 3
Prajects to be determined .

Total Trunk Water Mains - SPUC Projects

Over Sizing - Mon-SPUC Projects (Completed by Others)

168" WM East from Monarch Estates parallel to 17th Ave to CR 83 0.875 mile NES
168" WM Windermere South from Booster Station to 2-HES Tank Site

16" WM Krystal Addition to CR 79 (B0O ft) NES

12" WM South from Hwy 169 to 17th Ave 1.'.1.?'.’5 mile (Hauer) NES

12" W West from CR 17 Neorth of Wood Duck Trail (1200 ft) 2-HES

12" W C.R. 16 from C.R. 15 west to C.R. 68 - (DR Horton) 0.25 milefsegment 2-HES
12" W West of Windermere 0.75 mile 1-HES

12" Wh on Stagecoach Rd from Eagle Creek Preserve to Hansen Ave 0.5 mile NES
12" WM Vierling Drive West from CR 68 0.25 mile NES

12" W Parallel to CR 69 South from Vierling Drive 0.75 mile NES

12" WM Thrush Street from CR 83 to 0.25 mile West 1- HES

12" W CR 83 from Thrush Street to 0.25 mile north 1-HES

12" WM West of Tank Site thru area B to CRE9 0.25 mile

City Street Recon

As Needed

Development
Development
Development
Development

Development

Development/City Project/Scott County

Proj

Development
Development
Development
Development
Development
Development

Development

450,000
40,000

520,000

520,000

25,000

25,000

152,400
60,000
70,000
48,700

40,000

150,000
40,000

220,000

220,000

25,000

25,000

79,250

62,400

52,000
208,000
104,000

50,856

150,000
40,000

220,000

220,000

25,000

25,000

164,800

32,500

52,900
55,000
55,000

110,000

150,000
40,000

210,000

210,000

25,000

25,000

171,400

150,000
40,000

210,000

210,000

25,000

25,000




Fi-
76
77
78
79
B0
81

B2
83

84
85
1
87

a8
89

90
91

22
93
94

95
96

a7
98
99

12"WM West of CR 68 thru area B 0.50 mile 2-HES

12" Wi CR 89 South of HWY 163 0.50 mile 1-HES to 2-HES

12" WM West of CR 68 thru area B 0.50 mile 1-HES

12" WM Parallel to CR 69 South from CR 16 0.25 mile 2-HES

L&I‘E"SWM Horizon Drive across CR 18 to Foothill Road 2-HES (1.0 mile) 2 HES to
8" Whi on Muhlenhardt Rd 0.50 mile 1-HES to 2-HES

Projects to be determined

Total Over Sizing - Non-SPUC Projects

2-HES WelliTank Site @ South of Windermere
1 or 2-HES Jordan Well @ South of Windermere or @Windermere Booster
Total Wells '

Water Treatment
MNES Jordan Well #22 Submersible (Pump House No. 3 modifications)

Water Treatment Plant

Total Water Treatment

MNote: NES Well #22 and The Water Treatment Plant are not currently needed,
they are put into the budget as placeholders as contingencies in the event
they become necessary.

Pump House Additions/Expansions

Development
Development
Development
Development
Development

Development

Development

Development

Radium Remediation

Water Cluality

- - 110,000

52,000 - -
463,100 556,506 635,200

350,000 - 2
53,040 520,000

350,000 53,040 520,000

= - 51,500

- - 51,500

110,000 -
114 400 -
- 59,500
- 225,000
- 83,520

563,000 368,020

518,000 -
65,000 5,375,800
583,000 5,375,800



100

101
102
103

104
105

106
107
108

109

110
111
112

113
114
115
116
117

118
119

120
121

122

2-HES Pump House @ South of Windermere

Total Pump House Additions/Expansions

New Tanks and Transmission Water Main

2-HES District Storage (0.5 MG, Elevated Tank) @ South of Windermera

Transmission Watermain Equivalent {16"vs. 12") Windermere Booster Station to 2-HES Tank

Total New Tanks and Transmission Water Main

Booster Stations
Booster Station @ Windermere 1-HES to 2-HES
Total Booster Stations

Auxiliary Facilities

Inline Booster Station Site @ Foothill Road and Harizon Drive

Irline Booster Station @ Foothill and Horizon MES to 2 HES

Pressure Reducing Valve - 2-HES to 1-HES @ Horizon Drive and trail bend
Pressure Reducing Valve - 2-HES to 1-HES @ Muhlenhardt Rd

Pressure Reducing Valve - 2-HES to 1-HES @ CR 68

Total Auxiliary Facilities

Development

Development

Development

Development

Development
Development
Development
Development
Development

Development

3,671,851
3,671,851

130,000
120,000
250,000

2,568,000
124,800
2,692,800

64,400
64,400

64,900
64,900

1,272,500
1,272,500

150,000

50,000

400,000
26,000
26,000
26,000

478,000




2. Where are funds collected, detailed in the SPU budget?

The budget process begins with the planning and approval of the 5-Year CIP as described above.
Once approved by the Commission, the CIP becomes part of our annual budget. This budget is

presented to the Commission and the City Council Liaison in Q4, typically November. The 2019

budget presented at the November 19, 2018 Commission Meeting is attached.

In a memo from Renee Schmid, SPU Director of Finance and Administration to Mr. John Crooks, SPU

Utilities Manager, pages 1-6 provide the planning assumptions for the key areas of the budget,
including fund balances and projected cash flows.

Detailed cash flows for both water and electric are also provided with the budget. The details for
specific funds can be found here. The projected cash flows are broken out by fund for the
remainder of the current year, as well as the upcoming 5-year plan. Both projected expenses and
revenues are specified for each given year.

In addition to the annual budget, monthly financial budget analyses are also provided in the
commissioners’ and city council liaison's packets. These documents provide a fiscal overview of

SPU’s performance to plan monthly and YTD. An example of this analysis from May 2019 is also
attached.

Both budgets and financial analysis can be found on the SPU website as part of the commission
packets. Packets are listed by meeting date. Packets are retained on the site for 12-18 months. If
earlier packets are required, please contact SPU for specific dates and we will provide these.

3. Why consultant advice was not followed repeatedly over the years?

Consultant studies are intended to be a resource or tool in the decision making process; not a
directive. When consultant studies are authorized by the SPU Commission, it is the duty of the
members to understand the detail within each study, ask appropriate questions, listen to consultant
recommendations and make decisions in the best interest of our ratepayers. Below are two

scenarios where the Commission did not follow specific consultant advice and the reasons for these
decisions.

hMarch 2003 Water Trunk Charge and Connection Charge Analysis.

The consultant recommended SPU increase the TWC to $854/acre. This recommendation resulted
in a significant decrease in Trunk Fund reserves down from $950,000 to $81,000 in future plan years,
The Commission determined this was not a sufficient minimum reserve balance based on nearly
4,000 acres of undeveloped land and anticipated growth. Therefore, the Commission increased the
TWC to 51213/acre, thus maintaining the Trunk Fund similar reserve balances.

The WCC consultant recommendation was followed with the increases to the water connection
charge.



2009 Water Rate Study

This was a cost of service study to analyze current and future water rates for existing customers.
The consultant recommended, “the proposed calculated fixed rate and commaodity rates should be
increased 10% every year until 2015 to generate the targeted cash balance of SPUC's one year of
operating and maintenance costs.”

SPU increased the fixed charge and commodity by 10% the first year as recommended. A financial
analysis at the end of that year indicated SPU could maintain the one-year cash reserve of
operations and maintenance costs as recommended without an additional, automatic increase of
10% to our ratepayers. Based on Commission direction, SPU assessed the financial position of this
fund on an annual basis and as a result was able to limit the increases to our customers to only four
10% increases instead of seven over the 7-year period, while maintaining the targeted cash balance,
This saved 5PU customers 30% in rate increases through 2019,

Please note that 23.77% of those rate increases are contributed to the City of Shakopee.
Where are the two water treatment plants in the SPU CIP?

Funding for water treatment has been identified in SPU CIPs since 2004. The costs can be found in
the WCC Fund, under Water Treatment. The current 5-year CIP has water treatment costs 2021-

2023, It is during these years based on annexation and the direction of Shakopee's growth that we
will need water treatment. NOTE: "Water treatment’ includes mare than a water treatment plant.
With a blended system we can address treatments in other manners. See the spreadsheet above.

Study or other reports used to justify the multiple increase to the SPU Water Connection Charge
over the years.

The following studies and reports were sent to the City Administrator between January 3 and
January 11, 2019:

Chronology of WCC/TWC Analysis

# lanuary 1976 - City of Shakopee Municipal Water Study; City of Shakopee Comprehensive Trunk
Water System Study

» December 1979 — Supplement 1 — Fire Flow Study Municipal Water Study

e  April 1980 — County Road 17-13'" Ave Area Trunk Watermain Study

e May 1981 = Public Utilities Commission Water Connection Charge Study

e June 1982 — Public Utilities Commission Water Connection Charge Study

December 1982 — Public Utilities Commission WCC Study Supplement

April 1993 — Comprehensive Water Plan Section VI

December 1998 — Comprehensive Water Plan 1998 Supplement Section VII

December 2001 - Comprehensive Water Plan Section 8.0

March 2003 — TWC/WCC Charge Analysis

September 2004 - Comprehensive Water Plan Updated Section 8.0

June 2006 —SE Area Water Service Report

e August 2007 - TWC/WCC Fund Analysis and Report

¢ MNowvember 2007 - Financial Analysis of WCC Fund & TWC Fund Program 2007

& & & & & &



Mote: It was communicated at the joint meeting between SPUC and Shakopee City Council on
March 12, 2019 a new study will be completed in 2019,

Specific information for the 23% increase in 2008 — and the addition of a 2% kicker per year.

The SPUC received a report on the Connection and Trunk Fund status and projections based on
prevailing assumptions of that era. At the time, growth was strong and there was pressure to build
water facilities to serve a proposed elementary school and housing development called the Bluffs of
Marystown on the west side of Shakopee, There was also development pressure in the area east
and west of SFRMC campus, and in the Southbridge area in east Shakopee,

The elementary school was proposed to be located south of the housing in Bluffs of Marystown and
would require the SPUC to fund the following;

- booster station

- long trunk water main

- water tower

- water supply well

- pump house.

A plan was created to enter into an agreement with the developer to place into security the future
TWC and WCC fees for the Bluffs, while SPUC would finance the water improvements through a
hond sale or inter-fund transfer from the electric utility. In either case, there would be a financing
expense that was not included in previous financial analyses of the WCC and TWC.

A report that projected the WCC and TWC Funds cash flow and balances over an extended period
was prepared. These projections determined an additional increase in the WCC and the TWC fees
would be necessary, as the consultant’s recommended increase fell short of SPUC’s goal to keep the
existing fund balances intact. Consequently, taking into account the consultant recommendation,
financing expenses, projected growth and the projected cash flow and balance goals, the
Commission determined it was in the best interest of the community that the fees be raised to the
levels they were.

And then the unforeseen happened. The great recession hit and development came to a stop for a
period of time before slowly picking up over the last 5-7 years. The Bluffs developer passed on the
agreement since they were no longer confident they could sell houses in the near term, The

elementary school was built in another location and the water facilities were not needed at that
time,

As a result of the economic crisis of 2009, it's true the Connection (Capcacity) Fund had grown
without immediate expenditures hitting it — until now. With the improving economy and recent
developments, SPUC is on the cusp of completing all the water facilities envisioned in 2008 and is
positioned to pay cash rather than-financing these expenses. This is a positive situation to be in for
the utility and our ratepayers.



The Trunk Fund has not fared as well as the Connection Fund over time. Despite additional

increases of $500 per acre, per year, the TWC is still projected to hover around the breakeven point
in the near term.

The 2% "kicker” refers to SPUC's direction to add 2% to the inflation factor used to adjust the WCC
and TWC each year. In 2008, this additional 2% was intended to offset the financing expense of
bond sales, as well as the difference between actual construction costs vs. CIP budgetary estimates
for water facility projects over previous years. As it turned out, bond sale financing did not come to
fruition, but the real costs of the facilities had been (and continues to be) outstripping the ENR CCI
(Engineering News Record Construction Cost Index). NOTE: It is speculated this is primarily due to
the time lag between when the most current data is compiled and the index published,

Another factor on pricing is that facilities have to be built at the most Inopportune times, i.e. when
development pressure on labor, equipment and materials are the greatest. A recent example of this
is demonstrated by the cost of the Windermere Booster Station under construction in 2019 vs. the
Riverview Booster Station on Kelly Circle constructed in 2016, There was a nearly 50% total cost
increase between the two in a period of approximately 36 months between bid dates.

Study and other reports supporting the 2018 “one-time fee” of $500 per acre and subsequent
2019 additional “one-time fee” of $500 in 2019,

SPU’s engineering staff make recommendations to the Commission when it is found to be in the
best interest of the water system that larger than standard size mains be installed for the overall
benefit of the City water system, specifically fire safety. The Commission may elect to pay for the
difference in cost of materials necessary to provide for the larger mains. When they do, it is the
Trunk Water Fund that finances any trunk watermain oversizing agreements.

The cash flows for the Trunk Water Main Fund are analyzed annually with budgets. In 2018 and

20189, decreasing and negative projected cash balances in this fund warranted increases to the TWC.
The additional one-time flat fees were added to keep minimum reserve balances intact.

Mote: Oversizing costs approved by the Commission must be paid for in advance of completed
development. The TWC payment from the developer is received after the project is completed. This
requires cash flow, thus a minimum reserve balance.

Reasoning for failure to have a rate study since the last one expired and inguiry into when the
residents of Shakopee could expect a new rate study.

The last cost-of-service study was completed in 2009. As indicated in the response for question #3,
the recommendation was to generate a targeted cash balance of SPU’'s one-year operating and
maintenance costs. This has been maintained and reflected in budgets. Additionally, please see
response in question #5; SPU has agreed to complete a new study. Once the Jackson Township
AUAR is completed the financial analysis can be initiated.



9. Inquiry regarding economic development efforts akin to that provided by Xcel Energy and other
providers.

More information is necessary for SPU to provide a more detailed response to this ingquiry. We
would be open to discussing the specific development efforts referred to above so a complete
answer can be provided,

A high-level response is that SPU is a municipal utility and operates under a different business model
than Xcel Energy, which is a for profit, private investor-owned utility, Because our first commitment
is to the rate payers to provide the best service with the lowest rates consistent with such service,
we do not have the flexibility to take liberties with activities that may affect rates on a project-hy-
project basis. While this philosophy may be viewed as limiting, it has treated all customers eqgually
since the commission’s inception in 1951. It would require a change in practice/philosophy that
potentially may affect rates and those who have already paid.

10. Inquiry regarding the current contribution provided to the city general fund (to help offset
property taxes) based upon the city's study of similar utilities.

Presently, SPU contributes 2.71% of gross electric sales and free street light service, along with other
free service. This is a very similar contribution as with the City Franchise fee for both Xcel Energy
and Minnesota Valley Electric Cooperative.

With the water utility SPU contributes 23.77% of gross water sales less the cost of energy for
pumping. This is considerably higher than the present City of Shakopee franchise fee.

Please refer to the attachment for a historical overview of SPU contributions to the City of
Shakopee.

11. Council membership on SPU Commission.

State Statute 412.341 clearly states "No more than one member may be chosen from council
membership.” In 2002 the SPU Commission was increased from 3 to 5 members, which was
accomplished by MN Session Laws Chapter 226 — H.F. No. 2624, which includes the statement “no
more than one city council member may serve on the Commission at any time.”

The Shakopee City Council has had representation as a Commissioner in the past. It is a council
appointment to allow a City Council member to serve as a SPU Commissioner. It is not a SPU
Commission decision.

12. The $211,000 (estimated WCC) was waived by the SPU Commission at their July 1, 2019 meeting.
The Resolution waiving the WCC was approved unanimously.
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November 15, 2018

TO: John Crooks, Utilities Manage
v
FROM: Renee Schmid, Director of Finance and Administration

SUBJECT: 2019 Proposed Operating Budget, Cash Flow, and Key Operating Budget
Assumptions

The following documents are presented for review, discussion and recommended
approval at the next meeting of the Shakopee Public Utilities Commission scheduled for
November 19, 2018:

s 2019 Key Operating Budget Assumptions
= 2019 Proposed Operating Budget for Electric, Water, and Total Utility
= Projected Cash Flows 2019-2023

2019 Key Operating Budget Assumptions:

The following key budget assumptions were used to develop the 2019 Operating Budget:

Revenue Planning Assumptions:

* Year to date revenues as of September 30, 2018 and forecasted revenues for the
fourth quarter 2018 were used as the basis for developing the 2019 Operating
Revenue Budget. Historical sales volumes over the last three years were also
reviewed,

Electric Revenue Assumptions

® Revenue projections assume an increase in demand charges from $9.00/KW to
$9.50/KW. No other rate increases are planned for energy or fixed charges as of
January 1, 2019 in residential, commercial, and industrial rates. Rate adjustments
to the service fee charges and demand charges were last made in 2016,

®* Power costs are projected to increase $0.6 million dollars or 1.7% in 2019
reflecting a projected 0.6% growth in kWh purchased of $0.3 million dollars and
an increase in the cost of purchased power of $0.3 million dollars or 1.1% per
kilowatt. Increases in the cost per kWh of purchased power are being driven by
increases in demand rate charges from our power supplier. The increase in
purchased power costs is projected to impact the average cost of the power cost
adjustment rate from an average of 1.64 cents per kWh in 2018 to 1.71 cents per
kWh in 2019.



» Total sales of kilowatt hours are projected to increase by 0.4% from 450,949,300
in 2018 to 452,893,167 in 2019 driven by residential and industrial sales growth.
Industrial kilowatt sales are projected to increase by 0.2% reflecting new business
sales. Residential kilowatt sales are projected to increase by 0.9% driven by
account growth of 1.4% and partially offset by a reduction in sales of 0.5% due to
conservation initiatives. Commercial kilowatt sales are assumed flat from 2018
to 2019,

Historical KWH Purchased & Billed
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* Electric revenue is projected to increase by $1.1 million or 2.3% from $50.0
million to $51.1 million from 2018 to 2019 reflecting increased residential and
industrial sales, and increased power cost adjustment revenues driven by
projected increased power costs. Underground relocation revenues are projected
to increase from $110k to $154k due to increase in k'Wh sales and a rate increase.

®  The 2019 budget assumes the underground relocation charge will increase from
the 2018 rate of $.00025/kWh to $.00034 in 2019, Specific project costs were
reviewed and estimated over the next five years and the 2019 rate will result in
sufficient fund balances to support operations over the next five years.



Relocation Underground Rates/Fund Balance Projections

Date KVWH Billed UGRL Rate Ravenus Expense Ending Balance

9/30/2018 0.00025 T95,703.11
1030/2018 0.00025 9,384.57 805,088.08
117302018 0.00025 7.787.42 B12,875.50
12/31/2018 0.00025 8,525.79 - 521,805.29
2019 452,893,167 0.00034 163,983,685 112,500.00 86328897

2020 457,422,089 0.00034 165,523.51 342,750.00 576,062.48

2021 461,986,320 0.00034 167,078.75 232 500.00 600,6841.23

2022 466,616,283 0.00034 158,649.54 52,000.00 TO7,200.76

2023 471,282 446 0.00034 160.236.03 384,000.00 483,526.80

Water Revenue Assumptions

= Water revenue assumptions assume no changes to fixed or commodity rates from
2018 to 2019,

= Total water operating revenue is projected to decrease from $5.6 million to $5.3
million, a decrease of $351k or 6.3% from 2018 to 2019 driven by lower
projected water sales volume of $43k, and a decrease in water reconstruction
revenues of $308k driven by a reduction in the water reconstruction rate.

= Water sales are projected to decrease from 1.662 billion gallons to 1.644 billion
gallons or 1.1% reflecting a more typical weather pattern based on historical sales

volume data over the last three years. 2019 account growth is planned at 0.5%
from 2018.
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" Asof January 1%, 2010, the DNR has required all utilities to adopt a conservation
based rate structure. The utility engaged PCE to prepare a water rate study in
2009. The recommendation from this study, which has been accepted by the
commission, suggested the utility will need to increase rates annually to meet
operating requirements. The conunission elected to review rates increases on an
annual basis. The last water rate increases adopted by the commission were in
2018, 2017, 2013 and prior to that in 2010.

* The water reconstruction fee is projecied to decrease from $.43 per thousand
gallons to $.25 per thousand gallons, a 42% decrease, to support planned
reconstruction projects over the next five years resulting in a decrease of $308k in
revenue in 2019 form 2018,

Shakopee Public Utilities Water Reconstruction Fund Rates

Projected Estimated
Annual Average
Retail Sales Charge Reconstruction Projected
Gallons in Per 1,000 Estimated Project Fund
Thousands Gallons Revenues Costs Balance
8/30/2018 694,230.96
10/30/2018 78,385.99 772,616.85
11/30/2018 40,291.00 (483,378.11) 319,529.84
12/31/2018 1,662,866 0.43 38,338.80 357,868.64
2019 1,644,585 025 41114617 (520,000.00) 249 014,81
2020 1,661,031 025 41525763 {220,000.00) 444 272 .44
2021 1,677,641 0.25 419,410.20 (220,000.00) 643,682 .64
2022 1,694,417 025 42380431 {210,000.00) B57,286.95
2023 1,711,361 0.25 427 B40.35 (210,000.00) 1,075,127.30

Operating revenue for the Total Utility is budgeted at $56.4 million in 2019, an increase
of $.8 million, or 1.4% from 2018.

Expense Planning Assumptions:

* Year to date expenses as of August 31, 2018 annualized were used as the basis for
developing the 2019 Operating Expense Budget.

® The operating budget anticipates leaving two authorized positions vacant in 2019
for a savings of approximately $66k in salary or 1.4% of total base pay.

* Operating expense is expected to increase $1,781k or 4.0%. Purchased power
costs are expected to increase by $606k or 1.7% driven by projected increases in
power costs and growth in residential and industrial sales volumes. Wage ranges
are projected to increase at 3.0%. Labor expense is increasing by $351k in direct
operating expense and $31k in capitalized non-operating labor, including a
provision of $141k to hire three authorized staff additions previously left unfilled,

4



one staff promotion, and one transitional retirement position. Other expense
increases total $824k and are driven by increases in direct employee benefits of
$255k, water well rehab and other maintenance costs of $45k, lower electric
distribution maintenance expense of 554k due to completion of LED street light
project, conservation expense of $13k, office supplies of $83k for software
maintenance and disaster recovery, customer service $16k for Ebill and meter
reading technology upgrades, insurance expense of $67k including insurance
claim reserves, other expenses of 347k for staff training and bucket truck safety
harnesses, and outside services expense of $352k to support project initiatives
including $50k Territory Acquisition, $50k succession planning/other, $14k other
HR legal/accounting, $63k IT disaster recovery and security assessment
implementation, $47k web redesign/other customer service projects, $69k water
SCADA and meter testing, $49k engineering projects, and other miscellaneous of
$10k. '

Depreciation expense is projected to increase $464k from 2018 to 2019 driven by
capital expenditures in both water and electric. The increase in depreciation
expense anticipates the completion of several large capital projects including the
additions of the Riverview and Windermere Booster Stations, the recently
completed Dean Lake Substation expansion, and new capital projects in 2019,

Other Non-Operating Planning Assumptions:

Non-Operating Income is anticipated to increase from 2018 to 2019 by 107k
primarily due to lower debt amortization expense of $217l, lower miscellaneous
income of $75k due to non-recurring income recognized in 2018, and lower
investment income ol $23k, and higher customer deposit interest expense of $12k
due to higher rates. Investment income will decrease due to a decline in
investment balances for planned capital expenditures.

Trunk Water and Water Connection revenue projections were reviewed and
adjusted to reflect current planned projects, expected building permit activity and
related timing in the 5 Year Cash Flow projections. Capital Contributions are
expected to be higher in 2019 than 2018 by $145k primarily due to increased
Water Connection and Trunk Water fees, and partially offset by decreased paid in
capital contributions.

Transfer to Municipality of Shakopee expense is expected to decrease by $64k to
$2.5 million dollars related to completion of the street light conversion to LED
project implemented in 2018 and partially offset by net revenue increases in
electric and water.

Outstanding Debt

As of February 1, 2018, Shakopee Public Utilities has no outstanding debt. The
final outstanding bond issue was fully callable for early defeasance as of February
1, 2015 and defeasance was approved by the Commission and executed on
2/1/2018. The Commission will realize savings in interest expense of $2.19

million dollars between 8/1/2018 — 2/1/2030 by early retirement of this bond
issue.

5



Projected Cash Flows and Fund Balances

*  The 20119 operating budget and related capital improvements as proposed result in
positive cash flow projections near term in all funds with exception to the Trunk
fund which is expected to have a deficit balance for the next several years. Please

refer to the attached projected cash flow statement.

*  QOur financial advisors and auditors recommend maintaining a cash reserve of
three to six months of operating expenses. The 2019 operating budget and related

capital improvements as proposed will generate and maintain adequate cash

reserves in 2019 in the electric and water operating funds.

|Operating Reserve Analysis 2019 2020 2021 2022 2023
Water - Op Expense (5,004) (5,246) (5,404) {5,568) (5,733)
Electric - Op Expense {45,796} 47,170) (4B 585) {50,043} {51,544)
Total Utility - Op Expense {50,890) (52.417)  (53,989) (55,608) (57.277)
40% as reserves - Water {2,037) (2,099) (2,162} {2,226) (2.293)
409% as reserves - Electric (18,219} {18,868)  (18.434) (20,017) {20,618}
40% as reserves - Total ULty {20,358) (20987)  (21,586) [(22.244) [(22,911)
Projected Water Op Cash Balance 5,768 5,006 4,180 3480 3,948
Projected Electric Op Cash Balance 28,780 30,397 25479 27,297 28,6529

Tetal Operating Cash Balance 34,548 35404 33,628 30,777 30,476
Reserve (Deficit/Surplus - Water 3,730 2,908 1,988 1,254 1,655
Reserve {Deficit)/Surplus - Electric 10,462 11,529 10,044 7,280 5,911
Reserve (Deficit)/Surplus - Total 14,192 14,437 12,033 8,534 7,566

Requested Commission Action

= Approve the 2019 Operating Budget and 2019 — 2023 Projected Cash Flow

Statement,

Thank you for your time and consideration of this budget proposal.
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SHAKOPEE PuBLIC UTILITIES
“Lighting the Way — Yesterday, Today and Beyond”

June 14, 2019 PROPOSE AS CONSENT
TO: John Crook
CC: Joe Adams
Sherri Anderdon
Greg Drent
Lon Schemel
Sharon Walsh
FROM: Renee Hulunij,l%ﬁreclm of Finance and Administration
SUBJECT: Financial Results for May, 2019

The following Financial Statements are attached for your review and approval,

Month to Date & Year to Date Financial Results — May, 2019

* Combined Statement of Revenue & Expense and Net Assets — Electric, Water and Total
Utility

= Electric Operating Revenue & Expense Detail

= Water Operating Revenue & Expense Detail

Key items to note:

Month to Date Results — May, 2019

Total Utility Operating Revenues for the month of May totaled $3.7 million and were
unfavorable to budget by $94k or 2.5%. Electric revenues were unfavorable to budget by
$99k or 2.8% driven by lower than plan energy sales in the residential and commercial
revenue groups and lower than plan power cost adjustment revenues. Water revenues were
favorable to budget by $4k or 1.4% due to higher than plan residential and commercial sales.
Total operating expenses were $3.7 million and were favorable to budget by $746k or 16.8%.
Total purchased power in May was $2.6 million and was $644k or 19.8% lower than budget
for the month. Total Operating Expense for electric including purchased power totaled $3.3
million and was favorable to budget by $747k or 18.5% due to lower than plan purchased
power costs of $644k, lower than plan operation and maintenance expense of $17k, lower
than plan energy conservation expense of $10k, and lower than plan administrative and
general expense of $82k due to timing of expenses. Total Operating Expense for Water
totaled $417k and was very slightly unfavorable to budget by $0.5k or 0.1%. Water
operation and maintenance expense exceeded planned budget amounts by $38k and were
offset by lower than plan administrative general and depreciation expenses of $39k.

Total Utility Operating Income was a loss of $30k and was $652k favorable to budget due to

lower than plan operating expenses of $746k and partially offset by lower than plan operating
revenues of $94k.



SHAKOPEE PuBLIC UTILITIES
“Lighting the Way — Yesterday, Today and Beyond”

Total Utility Non-Operating Revenue was $252k and was favorable to budget by $157k
driven by higher than plan investment income of $164k, and partially offset by lower than
plan rental and miscellaneous income of $8k.

Capital Contributions for the month of May totaled $647k and were favorable to budget by
$387k due to timing of collection of water connection fees of $416k and partially offset by
lower than plan trunk water fees of $31k.

Transfers to the City of Shakopee totaled $210k and were very slightly lower than budget for
the month by 0.1%.

Change in Net Position was $659k and was favorable to budget by $1.2 million primarily due
to higher than plan operating income of $652k, higher than plan capital contributions of
$387k, and higher than plan non-operating revenues of $157k.

Electric usage billed to customers in May was 30,611,971 kWh, a decrease of 1.0% from
April usage billed at 30,939,647 kWh.

Water usage billed to customers in May was 90.1 million gallons, an increase of 15.2% from
April usage billed at 78.3 million gallons,

Year to Date Financial Results — May, 2019

Total Utility Operating Revenue year to date May was $20.4 million and was favorable to
budget by $1.0 million or 5.0%. Electric revenues totaled $18.9 million and were favorable
to budget by $0.9 million or 5.0% driven by higher than plan energy sales in all revenue
groups and partially offset by lower than plan power cost adjustment revenues. Water
revenues totaled $1.5 million and were also favorable to budget by $0.1 million or 4.6%
driven by higher than plan residential sales volumes.

Total Utility Operating Expenses year to date May were $18.3 million and were favorable to
budget by $1.1 million or 5.9% primarily due to lower than plan purchased power costs of
$593k, timing of expenditures in energy conservation of $198k, administrative and general
expense of $278k of which $162k is in outside services for projects, aperations and
maintenance expense in electric and water of $64k due to timing, and depreciation cxpense of
$4k. Total Operating Expense for electric including purchased power was $16.3 million and
was favorable to budget by $1.0 million or 5.7%. Total Operating Expense for Water was
$2.0 million and was also favorable to budget by $0.1 million or 6.7%.

Total Utility Operating Income was $2.1 million and was favorable to budget by $2.1 million
driven by higher than planned operating revenues of $1.0 million and lower than plan
operating expenses of $1.1 million.

Total Utility Non-Operating Income was $1.0 million and was favorable to budget by $0.5
million due to higher than planned investment income of $0.4 million, higher than plan rental
and miscellaneous income of $52k due to timing, a $26k net gain on the sale of electric
vehicles and equipment, and lower than plan interest expense on customer deposits of $5k.
YTD Capital Contributions were $2.0 million and are favorable to budget by 5690k due to
timing of collection of trunk water fees of $47k and timing of collection of water connection
fees of $638k.

Municipal contributions to the City of Shakopee totaled $1.0 million year to date and are

lower than plan by $2k or 0.2%. The actual estimated payment throughout the year is based
on prior year results and will be trued up at the end of the year.



SHAKOPEE PuBLIC UTILITIES
“Lighting the Way — Yesterday, Today and Beyond”

*  YTD Change in Net Position is $4.1 million and is favorable to budget by $3.3 million
reflecting higher than plan operating revenues, lower than operating expense, higher than
plan non-operating revenues, and higher than plan capital contributions.
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Attachment E

SHAKOPEE PUBLIC UTILITIES Bc
MEMORANDUM

TO: SHAKOPEE PUBLIC UTILITIES COMMISSION

FROM: JOHN R. CROOKS, UTILITIES MANAG

SUBJECT: SPU RESPONSE TO MARCH 25 LETTER FRbM THE
SHAKOPEE CITY ADMINISTRATOR. 3

DATE: APRIL 12, 2019

Aftached to this memo is the original letter dated March 25, 2019 and received

March 30, 2018. | have provided responses to each of the 21 comments and
their requests for further information.

Since the letter was addressed to the SPU Commission and not myself or Staff, it
is appropriate the responses be reviewed by Commissioners before writing the
cover letter and returning the attachments back to the City Administrator.



T s R E————
SHAKOPEE

PLANNING AND DEVELOPMENT

March 25, 2019

Shakopee Public Utilities Commission
255 Sarazin Street
Shakopee, MN 55379

RE: City of Shakopee Review Comments for SPUC Comprehensive Water System Pian and
Water Supply Plan

City staff have been able to review SPUC’s Comprehensive Water System Plan and have the
following comments which will need to be addressed prior to Metropolitan Council approval.

First set of comments are in response to the Comprehensive Water System Plan, dated
September 13, 2018,

1. Current Shakopee population is incorrect. Stated as “approximately 37,000, this number
reflects 2010 census data. This number should be the latest Metropolitan Council
estimate for 2017, which is 41,519,

2. On page 13, Table 3-2 “Projected Population Data” is not consistent with revised City or
Met Council projections for city population, please refer to the following table for

consistent information. B -
| City of Shakopee Population Forecasts
2010 2020 2030 2040
Population 36,946 47,800 55,900 62,600
Households 12,722 16,300 19,400 22,100
| Employment 18,831 25,700 29,100 32,800 ]

3. Existing and projected land use maps and table should be revised to remain congistent
with the City’s 2040 Comprehensive Plan land use maps and tables,

Table B-1 through B-5 “Projected Water Consumption by Land Use” need to be revised
to reflect correct planned land use categories as defined in the 2040 Comprehensive Plan
and correct full build out acreage for these planned categories. Information on these

tables appears to be from the 2030 Comprehensive Plan which will not be in effect once
the 2040 Plan is adopted.

Figure 2-3 “Existing Water System Model Map” and Figure 3-1 “Existing Land Use” do
not include the new Windermere development, this should be included in both maps,

4. Page ES-1 - The Existing Facilities inventory does not match the Water Supply Plan
inventory in Table 5 of that plan,



3. Page ES-1 — 8 million gallons in well capacity plus 11.25 MG in storage is a substantial
amount over the historic maximum day demand.

6. Recommend to include a more detailed discussion about the history and master planning
for a water treatment plant, referencing any past studies that have been completed, ete.

7. Appendices were not provided for review. Please provide.

8. Page 38 — Suggest including more specific info on Manganese to supplement and support
the text in section 5.2.3.2 as there are several wells within the window that should be
monitored a little more critically to ensure they do not exceed the .1 mg/L health risk
guidance level with mention in a health risk context vs. only discussing the aesthetic
nuisances.

9. Page 37, section 5.2.3.1 —~ While the Nitrate levels as reported in the annual CCR are
below the MCL, only barely. A more robust discussion about the timing of the testing
from year to year, the historic trends, ctc. should be discussed to very explicitly detail the
extremely closeness of exceeding the MCL. The discussion of blending water to mitigate
the levels should be better discussed. (e.g. since the wells are connected directly into the
distribution/transmission system, there is little blending that occurs until further outward
into the system; therefore, there could be potential consumers immediate to the higher-
level nitrate wells that are receiving the higher levels of nitrates and this should be further
disclosed in more detail to consumers if indeed fact, The historical levels of nitrates are
concerning with little fluctuation over the years. Are the well head protection initiatives,
testing, blending, etc. enough to protect and supply safe drinking water supply relative to
Nitrates? It is not certain with the info provided.

Remainder of comments are in response to Water Supply Plan dated December 12, 2018

10. Table 3. Valley Fair is listed as the high drinking water user. This property needs to be
better inventoried to confirm meters vs. sanitary sewer meters vs. any possible private
wells. There is an auxiliary sewer meter, not certain on the entire story about having this
auxiliary meter vs. the SPUC meters.

11, Table 5 — The ground vs. elevated inventory does not match the Comprehensive Plan
inventory on page ES-1 of that plan.

12. P. 14, last paragraph — Seems that 125.5 gallons per capita is an extremely high
assumption that would lead too much of an overbuild of the system.

13. Table 10 — There are many boxes that are checked where the city is not aware of the
indicated coordination as follows:
a. Lake —the “other” mitigation measure box that is checked, and the “monitored”
regular check-in box
b. Wetland — same comments for the boxes checked under Lake
¢. Trout Stream — same comments for the boxes checked under Lake



I4. Table 11 — While the WHP was adopted as indicated on 11/2011, it is apparent from
discussions with city staff that there is a lack of adequate coordination with the city
pettaining to the well head protection implementation initiatives, issues, etc., most
notably when it comes to development and surface water coordination.

15. Table 12 — A 2020 CIP year of Water Treatment Facilities does not reflect the current
CIP.

16. Please provide the city a copy of SPUC’s Emergency Response Plan dated May 2017.

17. Table 21 — the New Water Conservation Ordinances action taken box is checked “no”, fi

seems as an initiative that dates back to the 2006 plan commitment that this should
already be completed. Verify status.

18, Table 23 — Per the table, there are only 300 autornated meters. An AMI project is
included in the CIP to automate meter reading over the next few years. Please confitm
that this project is expected to replace all mechanical meters. The coordination of this is
important to better monitor the city’s discharge into the sanitary sewer also (e.g. recent

event where a water service/line broke, with 280k gallons flowing into the city’s sanitary
sewer system.

19. Table 26 — Install AMI timeframe indicates “when possible”. Suggest to update to match
timeline in CIP.

20. Table 30 — Not aware of SPUCs participation in any Rain Barrel initiative with the
watersheds,

21, Table 31 — Seemingly very little educational inclusion methodologies are being used.

Find SRF Memorandum No. 11925 attached requesting revised water supply forecasts for the
AUAR study currently underway,

The City can provide all required data by request. If there are any questions or concems about
the City’s comments, please contact city staff, thank you,

Sincerely,

- e —
T ———

Bill Reynolds
City Administrator

CC

Michael Kerski, Director Planning and Development
Steve Lillehaug, City Engineer
Shakopee Public Utility Commissioners

COMMUMITY PRIDE SINCE 1857

lepartment al Planndng ang Developmont | 485 Gorman St 5h ADpEs MM 55579 | Phons 952 233 D306 | £a20050 2 33 3801 | warw Shial e i Mgy



‘1 :i = Memorandum

SRF Na, 11925
To: Mark Noble, Senior Planner
Planning Division, City of Shakopee
From: Stephanie Falkers, Senior Associate
Date: March 22, 2019

Subject:  Jackson Township AUAR — Water System Planning

Jackson Township AUAR

SRE Consulting Group is assisting the City of Shakopee with the development of an Alternative
Urban Areawide Review (AUAR) for the ateas included within the Jackson Township Orderly
Annexation Area to the southwest of the city, The AUAR is a form of environmental review,
intended to describe a development scenatio and assess potential impacts to environmental and
cultural resources. Impacts to public infrastructure services are also assessed, including water and
sanitary services and the transportation network.

The Jackson Township AUAR will assess the impacts that result from a full-build scenario of the
study area, according to the land uses proposed in the Draft 2040 Comprehensive Plan Update. This
scenario includes over 600 actes identified for residential development and over 550 acres of
commercial/industrial development (see proposed land uses on the following page).

To assess the potential impacts and need for mitigation, a full build-out of the proposed 2040 land
use plan should be used to inform any water and sanitary modeling, The use of the 2040 growth
assumptions will result in a mote accurate depiction of water needs to support the growing atea and
will allow for the identification of appropriate mitigation activities within the AUAR.

It is our understanding that the current Comprehensive Water System Plan for the City, inchudes
growth assumptions that align with the growth assumptions proposed in the 2030 Comprehensive
Plan. To provide an accurate assessment of the future water system, the modeling should be
updated to reflect the growth assumptions included in the Draft 2040 Comprehensive Plan Update.

JEN Prgfeets, 11000V T 12250 _FENTN Cliont Wtter Syrtem Moo Jackson Tounslip ALLAR Water Sy dne

www.srfconsulting.com
1 Carlson Parkway North, Suite 150 | Minneapolis, MN 55447-4453 | 763.475.0010 Fax 1.866.440.6364

An Egua! Qpportsnity Evgidoyer



e RISnpU] F
N swsowsukoduz ssnpeuy I
10pUsOD 8501 PN
poowoqubien BadoNRUS DIO
uogsuzi) uMOWMOg
s ssousng uvoiwed [
wospeap uworsod [

- - - i/ ‘5 i - . 14
- 4 & = s - : . - | b - v S
. s " r 1 o 5 X i
i, o A b il : o
- - o 2 ¥ . i
e, o g - 0 &7 3 - ) X g o -
p o Uy s B - - - . e L 7 L
- ol f = =3 iy 3 " ] e Pt T i e
£ . " e W T ‘ J P iy o i 1 "
= Ay ~ 1 e ! “& = : s =0 o o
pe A T g = - - L
L— . ‘ ; . asq pue
g . - - S i b B
o < - z o S kY. F e L
T . Ty T | pesodoid - | ainbi4
3 .__ . o bt " ~ r i o g ¥ I.
gy el — ] v e - -
P e S : ¥ S L ) - L B

]
B T e T e R e e o



1.

Current Shakopee population is incorrect. Stated as "approximately 37,000", this number reflects
2010 census data. This number should be the latest Metropolitan Council estimate for 2017, which is
41,519
-This population was listed in a general introduction paragraph, historical population data is reflected in table
3-1 which lists a2 2017 population of 41,374, which is consistent with current estimates, Data included in
table 3-1 was ufilized in the report.

On page 13, Tahle 3-2 "Projected Population Data" is not consistent with revised City or Met
Council projections for city population, please refer to the following table for consistent information.
-At the time of development of this plan, recently provided population information was not available, data
from Met Council available at that time was referenced, water use projections will be updated with newly
provided population information as needed.

Existing and projected land use maps and table should be revised fo remain consistent with the

City's 2040 Comprehensive Plan land use maps and tables.

-Maps ulilized in the comp water plan were the most current at the time of development - the water plan will

be updated to utilize these more recently updated maps as they are available. Table B-1 through B-5
"Projected Water Consumption by Land Use" need to be revised fo reflect correct planned land use
categories as defined in the 2040 Comprehensive Plan and correct full build-out acreage for these
planned categories. Information on these tables appears to be from the 2030 Comprehensive Plan
which will not be in effect once the 2040 Plan is adopted.

-Maps utilized in the comp water plan were the most current at the time of development - the water plan will
be updated to utilize these more recently updated maps as they are available. Figure 2-3 "Existing Water

System Model Map" and Figure 3-1 "Existing Land Use" do not include the new Windermere
development, this should be inciuded in both maps.

-The existing water system map was developed with current water mapping information at the time of
development in 2017. Given the passage of time, new water main has since been added. This additional
water main will be included in any updates completed to the comprehensive water plan.

Page ES-1 - The Existing Facilities inventory does not maich the Water Supply Plan inventory in
Table 5 of that plan.

-The water supply plan (DNR) was due in October of 2017 and was completed a year before the
comprehensive water plan. Both plans inventory a total storage capacity of 11.25 MGD. The 2017 water
supply plan (table 5) listed tank 5 as an elevated tank. Though it functions as an elevated tank with "floating
storage”, as all tanks in the SPUC system function, it is constructed at grade, connected fo its pressure zone
via a fransmission water main and thus is listed as a ground storage tank in the comprehensive water plan.

Page ES-1 - 8 million gallons in well capacity plus 11.25 MG in storage is a substantial amount over
the historic maximum day demand.

-The sizing requirements for supply and storage are provided in great detail within the comprehensive water
plan:

The year 2012 had a maximum day demand of 16.26 MGD. Water supply capacity from wells are sized to
satisfy max day demand in each pressure zone, with the two largest wells offline (for the total system, firm
capacity is 20.3 mgd vs 24.4 mgd total) The trigger chart provided in section 7.6 of the comprehensive water
plan recommends a new well be constructed when max day demand has the potential to approach 20.3
mgd. Given the time it takes to develop and place a new well online (in relation to site and production
procurement, permitting, design and commissioning) proactive planning is reguired.

With regards to storage, each pressure zone is assessed in relation to the storage needs of that zone.
Given the pattern of development with the City first developing at lower elevations and then moving south to
higher elevations, additional pressure zones have been created with their own unique storage needs. For
many of the water storage performance metrics, higher elevation pressure zones do not have regular



access to water stored in lower pressure zones, except if it is pumped from a booster station. The ability of
each pressure zone to receive water thorough booster stations from lower pressure zones was accounted
for in the starage analysis for each pressure zone. While indeed it could be asserted that SPUC has ample
water storage available, the development of expanded pressure zones has additional storage
recommendations that are not satisfied by existing storage facilities within lower pressure zones

Recommend to include a more detailed discussion about the history and master planning for a
water treatment plant, referencing any past studies that have been completed, etc.

In 2002, SPUC consultant, Bonestroo, completed a detailed analysis of potential water treatment strategies.
Several options were reveiwed with technical and financial analysis. This information was used in the 2003
Water Trunk Charge and Connection Analysis Report by SPUC Consultant, Schoell and Madson,
recommending funding one or two water treatment plants. Another follow-up letter report in 2006 was
completed by Progressive Consulting to re-analyize the data for potential treatment at individual sites, if
required.

Appendices were not provided for review. Please provide.

Appendices A through G will be provided.

Page 38 - Suggest including more specific info on Manganese to supplement and support text in
section 5.2.3.2 as there are several wells within the window that should be monitored a little more
critically to ensure they do not exceed the .1 mg/l health risk guidance level with mention in a health
risk context vs. only discussing the aesthetic nuisances,

Information regarding the manganese levels was provided to Mr. Lillehaug on March 15 after discussion at
the Joint meeting with City Council. Language concerning the MDH health risk guidance level will be
included.

Page 37, section 5.23.1 - While the Nitrate levels as reported in the annual CCR are below the MCL,
only barely. A more robust discussion about the timing of the testing from year to year, the historic
trends, efc., should be discussed to very explicitly detail the extreme closeness of exceeding the
MCL. The discussion of blending water to mitigate the levels should be better discussed. (e.g. since
the wells are connected directly into the distribution system, there is little blending that occurs until
further outward into the system; therefore, there could be potential consumers immediate to the
higher-level nitrate wells that are receiving the higher levels of nitrates and this should be further
tisclosed in more detail to consumers if indeed fact. The historic levels of nitrates are concerning
with little fluctuation over the years. Are the well head protection initiatives, testing, blending, etc.
enough fo protect and supply safe drinking water supply relative to Nitrates? It is not certain with
the info provided.

Shakopee Public Utilities has followed a strict policy set by the Commission for stringent operations and
protacol regarding elevated levels of nitrates in Shakopee's public water supply wells. The program is much
mare detailed than the MDH requirements, The MDH and DNR are fully aware of our practice and have
applauded our efforts to monitor the NO3 levels in Shakopee. This policy was adopted in 1998 and followed
with several updates due to the expansion of the water system. Staff will take exception to the above
statements the levels are below the MCL, only barely and the extreme closeness of exceeding the MCL.
This is certainly not the case. Based upon the latest 2 year average of Nitrate levels in water supply wells,
Well #5 is below the MCL by 30% (7.189 mg/l), Well #8 by 45% (5.774mg/) and Well #17 is 40% under the
MCL (6.209mg/l). These are the 3 wells with the highest concentration of NO3. There are 2 898 nitrate
results on record since 2002, Nitrate results are presented to the Commission on a quarterly basis. The
wells are not directly connected to the distribution/transmission system, They come together within the

Pumphouse for treatment where they blend together before going to the distribution system, which is a MDH
recognized treatment approach.




10.

11.

12.

13.

14.

15.

Table 3. ValleyFair is listed as the high drinking water user. This property needs to be better
inventoried to confirm meters vs. sanitary sewer meters vs. any private wells. There is an auxiliary
sewer meter, not certain on the entire story about having this auxilary meter vs, SPUC meters.
SPUC maintains monthly detailed record keeping in regards to the metering at ValleyFair. Toni Janzig, SAC
Technician with the Met Council also conducts an annual review of water use records and has for many
years. We provide the Met Council with quarterly data. There are no private wells owned by ValleyFair to
our knowledge. The agreement regarding the auxiliary meters was set by the City of Shakopee over 20
years ago. At the time SPUC agreed to the arrangement and have complied with the City's request since
that time.

Table 5 - The ground vs. elevated inveniory does not match the Comprehensive Plan inventory on
page ES-1 of that plan.

-The water supply plan (DNR) was due in October of 2017 and was completed a year before the
comprehensive water plan, Both plans inventory a total storage capacity of 11.25 MGD, all of which is
considered "floating storage” meaning, it can flow to the pressure zone that is served by gravity. The 2017
water supply plan (table 5) listed tank 5 as an elevated tank. Though it functions as an elevated tank with
"floating storage”, as all tanks in the SPUC system function, it is constructed at grade and thus is listed as a
ground storage tank in the comprehensive water plan.

P. 14, last paragraph- Seems that 125.5 gallons per capita is an extremely high assumption that
would lead too much of an overbuild of the system.

This figure, referenced in table 7 of the water supply plan is a system-wide per capita projection, so this
figure accounts for all water use including, commercial, industrial and residential. This per capita figure is
consistent with the historical total SPUC water system per capita water use (See table 2 of the water supply
plan). With regards to only residential per capita water use, in recent years this figure has been in the range
of 62-84 gallons per person per day, which is well within a normal range for residential users. This figure can
vary depending on weather conditions which have a large effect on water use trends. A detailed summary of
water use projection assumptions is included in the comprehensive water plan. The assumptions are for
similar usage patterns to continue forward through ultimate development.

Table 10 - There are many boxes that are checked where the cify is not aware of the indicated
coordination as follows:

a. Lake-the “other’ mitigation measure box is checked and "monitored’ regular check —in hox
b. Wetland - same comments for the boxes checked under Lake
¢. Trout Stream-same comments for the boxes checked under Lake

SPUC Staff will provide examples of the coordination with others.

Table 11 — While the WHP was adopted as indicated on 11/2011, it is apparent from discussions with
city staff that there is a lack of adequate coordination with the city pertaining to the well head
protection implementations initiative, issues, etc., most notably when it comes fo development and
surface water coordination.

SPUC Staff did work with City Staff with the implementation of the WHPP beginning in the early 2000's,
most notably with Bruce Loney and Michael Leek, Staff agrees there has been little coordination with the
current City Staff. SPUC will be filing an amendment to the WHPP per statutory mandate in 2020, MDH
Staff will be setting up a mandated scoping meeting #1 in the near future {per MDH letter dated March 20,
2019) and it is at that time SPUC is required to submit it's 2 14 year evaluation of the current WHPP,

Table 12 - A 2020 CIP of Water Treatment Facilities does nof reflect the current CIP.

This Water Supply Plan was written in the summer of 2017 and submitted in Octeber of 2017, prior to the
DNR mandated submission deadline of October 15, 2017, Thus the CIP included in the Water Supply Plan

will not reflect the current 5 year Commission accepted CIF. The DNR did not approve the Water Supply
Plan until February 19, 2018,



16.

17.

18.

19.

20,

2.

Please provide the city a copy of SPUC's Emergency Response Plan dated May 2017
A copy of the Plan will be provided to the City of Shakopee.

Table 21 - the New Water Conservation Ordinances action taken box is checked “no”, If seems as
an initiative that dates back to the 2006 plan commitment that this should be already be completed.
Verify status.

Shakopee Public Utilities does not have the authorization to set ordinances. If this is something the City of
Shakopee would like to pursue, Staff can be available to coordinate with the City.

Table 23 - Per the table, there are only 300 automated meters. An AMI project is included in the CIP
to automate meter reading over the next few years. Please confirm that this is expected to replace all
mechanical meters. The coordination of this is important to better monitor the city’s discharge into
the sanitary sewer also (e.g. recent event where a warter service/line broke, with 280k gallons
flowing into the city's sanitary sewer system.

The information regarding the current number of automated meters in the system is accurate. These meters
were installed as part of a pilot project to gather information in regards to efficiencies, cost savings, refiabilty
of the technology, etc. SPUC is moving forward with the AMR/AMI project in 2019 with securing a consultant
to assistin developing information with the latest technologies and eventual RFPs. The Project has been
listed on the Commissioner's Goals and Objectyives for 2019. The project is currently on a 3 year imeline.

Table 26 - Install AMI timeline indicates “when possible”/Suggest to update to match timeline in
CIP.

Answered above. Once again, the Water Supply Plan was submitted in October of 2017 All pertinent
information will be updated.

Table 31 - Not aware of SPUC's participation in any Rain Barrel initiative with the watersheds.
At the time of the report, rain barrels as an initiative was in our planning but funding could not be secured
from Met Council. 5PU participated in the Clean Water Fund Water Efficiency Grant program with Met
Council in 2016 and 2017. Met Council lost funding and the program stopped.

Table 31— Seemingly very little educational inclusion methodologies are being used.

SPUC Staff believes the inclusion methodologies are important and adequate. Staff has received no

feedback from the DNR and the Met Council that the methodologies are insufficient to satisfy the Water
Supply Plan.



