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Chaska Trown Course

201.1-2015 Forecast




Chaska Town Course 5-Year
Key Assumptions

66% of total revenue coming threugh greens fees

Assume that there are 27,100 rounds annually (Dewn
from 31,000 we had budgeted two years ago to be more
realistic with actual number of rounds we have
experienced over past several years)

CIC rounds have gradually moved from being nearly.
70% non-resident when epening, te a 55/45 split
petween resident and noen-resident

= great for mission, but challenge for revenue

Objective to keep CTC resident rates, very competitive
With anea courses; keep the nen-resident rates very.
competitive with: ether high-end ceurses in Metro

VIeet pricing ohjectives while alse helne| cognizant ef: our
fiuture capital needs on the course-tnis has heen
challenge ol course




2011 Resident Rates-Area Course
Comparisens (with Carts)

Weekend Weekday
Course 18 Hole 18 Hole
Dalgreen

Bluff Creek

Ridges at Sand Creek

Deer Run
Stonebrook

Average

Town Course Weekend-Current

Town Course Weekend-Proposed




Non-Resident Rate-High End
Comparisoen (with Cart)

Greens Fees
Weekday Weekend
Course 18 Hole 18 Hole
Edinburgh USA $67.00 $67.00
Stoneridge $95.00 $95.00
Rush Creek $98.00 $124.00

The Legends $89.00 $89.00

Troy Burne $85.00 $96.00
Meadows at Mystic Lake $85.00 $85.00
The Wilds $96.00 $96.00
Average $87.86 $93.14

Chaska-non res-Current $72.00 $78.00
Chaska non-r es-Proposed $75.00 $81.00
Chaska Resident-Proposed $54.00 $59.00




Other Revenue Sources

= Driving Range: 20% of golfers use
= Budgeting at $80,000 annually with 3% growth

= Golfi Carts: Up te about 40% that utilize with
“cart offi path” policy-$242,050 geing up: 3%
annually:

= Do plan on $1 per round cart rate increase in 2011 e
keep consistent with: cempetitor course fees, for cants

= Pro Shop Sales: $148,244, going up 3%
annually;




Food Sernvice

Charlie’s Grill contracted in 2008 to do food
service at Town Course

Added food choeices and catering options

Generally positive feedback received over
course ofi the summer

City receives 10% of gross revenues-estimated
In 2011 to be $42,436

= 20101was better thamn budgeted: ($45,000 City revenue
share, with budget at $41.,000)

Improvements plannead hasead en comments:
= |ncreased frequency. of Beverage cants

= Credit Card sales on beverage carts

= \Weekend full' meall selections Were a SUCCESS




Major Expense ltems in 5-year

= Staff levels to remain constant through 5-years in both pro-shop and
maintenance

= Fully fund the maintenance equipment replacement schedule over
5-years-However, extended equipment replacement schedules for
maintenance equipment and carts by one year

= Major expense item will be Power Cart replacement in 2012,
budgeted for $195,000. This was able to be pushed from
original replacement of 2011 because of staffi maintenance

Have moved major items such as fairnway and green mowers out
{016 years instead of 5

Over time will reduce equipment replacement costs for CTC
without Impacting| quality

2011 will'have replacement of 1 rufi mewer andia bunker rake
and replacement ofi phone system (integrate with City: system)

= 5-year plan will start parking let and cart path maintenance program
in 2011, with $25,000 fer parking| let seal coat in 2011 and
$12,000/year starting in 201.2 fer cart path maintenance




CTC Debt Service Payments

CTC Debt Service runs through 2019

CTC has always targeted $414,000 transfer to TIF #4 fund to write
down TIE Debt (target-not required amount). Will continue to be
target that cannot be met

In 2008, City extended TIF District #4 life-Payment ofi all CTC debt
iIncluded in models

Positive for CTC, as this dees allow any reserve accumulation to be

saved for future course maintenance

Negative for CTC, as annuall operational expenses ane able tobe
met on course filom CTC revenues. IHewever, sufficient revenues
fior future capital replacement needs will'continue te be a challenge

= Depreciation on Course is ~$500,000 per year-unable to fund
these future replacement costs from Ceurse Operations

~$200,000 budgeted over 5-year period to be saved for future
Course maintenance reguirements




Revenue Projection

Actual Budget Budget
Revenues 2009 2010 2011 Change % Change
Green fees $1,108,264 $ 1,089,661 $ 1,115,000 $ 1,115,000 - 0.00%
Driving range 72,987 80,011 $ 80,000 $ 80,000 - 0.00%
Member fees 43,835 40,686 $ 41,000 $ 46,000 5,000 12.20%
$ 143926 $ 148,244 4,318 3.00%
Concessions 30,619 20,933 $ 41,200 $ 42,436 1,236 3.00%
Cart rental 232,682 225,257 $ $
Misc $ 13,514 51,803 $ $
$ $

I CINGCVERDES $1,641,204 1,650,027

$
$
Sale of supplies $ 139,303 141,676
$
$

235,000 242,050 7,050 3.00%
8,327 8,371 44 0.53%
1,664,453 1,682,101 17,648 1.06%
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$766,519
$244,963
$402,070
$194,345

$18,718
$1,626,615

$810,447

$268,324
$414,278
$112,851

$7,257

$1,613,157

$760,533

$231,903
$411,840
$96,000

$85,583

$1,585,859

$809,735

$235,575
$424,358
$113,000

$54,390

$1,637,058

Expenditure Projection

$49,202
$3,672
$12,518
$17,000
-$31,193
$51,199

6.47%
1.58%
3.04%
17.71%
-36.45%
3.23%




Cumulative Balance in CTC
~$200,000 over 5-years in fund
balance

Year

2012

2013

2014

2015

Balance

$(170,533)

$(59,533)

$121,000

$156,000

Note: $195,000 in expenses in 2012 are cart replacement. We show it as a cash
purchase in our forecast. This will be financed, which will change the fund
balance over 5-year period.




Par 30 5-year Forecast




Par 30 Ohbjectives

Provide the necessary resources for the Par 30 to
assure continuation of quality. course maintenance and

Upkeep

Maintain rates equal to or less than comparable
executive courses in the Twin Cities, while also being
cognizant that our main draw. for the Par 30/is Seniors
and Youth

= Pricing strategies different than with Tfown Ceurse-
patrons often either golii Par 30'or de not golii at all

Minimize drastic.changes in rates, while at tihe same
time maintaining adeguate: cash reserves; for
Emergencies

Allew Parr 30116 he a Self-Supporting Recreatienal
Program
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Par 30 Forecast ASsumptions

17,000 patrons use the facility annually (down from budgeted: 19,000 that
has been utilized past several years)

= New competitors, such as Halla Greens (who also have driving range), have
impacted number of players at course

= [orces us to be more cognizant of pricing strategies

The green, fees stay at or below average ofi the comparable executive
COUrSes in area

Restructured rates to bring prime-time rates down for Seniors and Adults in

2011, kept other rates the same as in 2010.

By bringing down rates in prime-time, hope to bring more patrons back from
competiters suchi as Halla, whichihas been major competitor

Had success in/late summer 2010 using this strategy running it as a special
Eully fund any equipment replacements or necessary course iImprovements
during 5-year period

= As in CTC, extended equipment replacement schedule by 1 year-will have

IMpacts oniincreasing cash balance reserves ever time-able to do because
off high standard! o maintenance on equipment

Slightly reduce seme Part-time maintenance staffing heurs through 5-year
tehoeld dewn cests

Continue te assume eliminating $12,000 parking lot rental after 2011 as part
ofi Geedman Group Preject




2011 Pricing Strategy.

Current Pricing:

= Senior: Weekday $11/Weekend $13
= Adult: Weekday $13/Weekend $15
= Junior: Weekday $10/Weekend $11

Proposed Pricing:
= Senior: Weekday $11/ Weekend $1.1

= Adult: Weekday $13/ Weekend $1.3
= Junior: Weekday $11/ Weekend $1.1

Proposed pricing Is to help address the less ofi patrons
We have seen with both adulis and seniors to Halla
pPecause of pricing

Utilized' strategy In late summer 2010 specials-helpead
Increase play: at Par 30




9 Hole Rate Comparisons

Waters Edge
Orono

All comparisons above are using competitors 2010 rates compared to our
proposed 2011 rate structure




Revenue/Expenditure Projection

Actual
2008

Green Fees

Other Fees
Total Revenue

Personnel
Supplies
Senices

Other

Transfers Out
Total Expenses

Net Income (loss)

Cash Balance $19,781

Actual
2009

Budget
2010

Budget
2011

$12,753 $20,125 $20,125

Change %Change




Par 30 Projected Annualt Cash

$30,000

$25,000 -

$20,000
$15,000
$10,000
$5,000
$0

Balance

Par 30 Fund Balance

@ Fund Balance
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\Water 5-Year Forecast




Review of 2009 \Water Rate
Analysis: Objectives

Develop an inclining block rate that meets all
DNR' conservation requirements

Develop a base rate that meets alll ofi our current
operationalland debt ebligatiens (especially with

the significant decrease in development)

Develop a rate structure that IS competitive with
surrounding communities

Develop an 6ngoing rate strategy: that helps the
City maintain a sustainanle water system inte
the future (existing assets being consumed at a
RIghEer rate tham Peing| replenished)




Results of Water Rate Analysis

= Continuing to utilize our strategy of a 5%
Increase annually for the next 10-years, we
would have been ~$7 million in debt after that
period

\We were not meeting our current or future water
needs at our past rate structure-evidenced by
little contribution te Street Recon. Plan and the
Trunk fund paying for large maintenance
EX[PENSES SUch as repainting Water tower

Chaska was) extremely. low comparead to all
Metre cities-would lhe consideread amn eutlier” in
COMpParisen to other cities




Results of Water Rate Analysis

Projected Cash Inflow, Outflow and Cash Balance with Existing Rates Increased 5% Every Year
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Actions taken based on
Analysis

Ini August ofi 2009 approved new. base water rates based
on study:

= $2.01/1,000 residential

= $1.72/1,000 commercial

= $1.52/1,000 industrial

Vo approved for implementation in January: 2010; the
other ¥z in Januany 2011
= Did implement the first half in' 2010, full rate change would be
completed this January
Implemented Admin. Charge of $2.27/menth te cover
fixed charges

Based on this decision, refinanced the bonds oni our
\Water Tireatment Plant

Apprevediinclining bleck rate implemented i January.
2010 te meet DNR reguirements




2011 Remaining Impact te
Residents

Average EXisting Proposed Cost
Winter Use Rate Rate Difference

7,000 gallons. | $12.23 $16.27 $4.04

Average EXisting Propesed Cost
Summer Use | Rate Rate Difference

15,000 gallons | $25.31 $33.07 $7.76




2011 Remaining Impact te
Businesses

Commercial EXxisting Proposed Cost
Rate Rate Difference

47,000 gallons | $70.47 $85.95 $15.48

Industrial EXisting Propesed Cost
Rate Rate Difference

117,000 gallons | $159.09 $181.29 $22.20




Comparsoen te Surmeunading
Communities (Including Admin.
Charge)

2010 Proposed Residential Rate Comparison With Neighboring
Cities
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= 7,000 $28.96 $26.44 $16.27 $26.99 $16.57 $44.70 $21.36

= 10,000 $43.45 $32.32 $22.57 $35.51 $22.36 $52.89 $28.65

O 15,000 $79.70 $42.12 $33.07 $50.55 $32.01 $66.54 $41.34

0O 25,000 | $170.35 $61.72 $54.62 $84.63 $51.31 $95.19 $67.44

m 40,000 | $333.55 $98.32 $89.97 $136.23 $80.26 $142.99 $136.29

@ 50,000 | $442.35 $122.72 $117.87 $170.63 $99.56 $178.49 $182.19
Gallons

\- 7,000 m 10,000 O 15,000 O 25,000 m 40,000 @ 50,000 \

-Rates would remain lowest of all surrounding communities,
with comparisons showing 2009 rates of other communities




Chaska’'s Annual Water Usage

Historic and Projected Annual Water Sales
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\Water Eund' Forecast Assumptions

\We will see just over 600 new homes
constructed in Chaska over 5-year period, along
with some C/I growth over 5-years

= New C/I customers, such as 212 Medical Center and

UHG will be significant users of our water system

EsStimating an average increase of 2.12% each
year In water usage over 5-years based on
grewthassumptions (this Iis up from 1.3% we
assumed last year-due mainly ter new: C/Il users

Will'have new! rate structure fully implemented in
Januany ofi 2011, withra 1% Increase annually

PEeyend this




VWater Eund FEorecast
Assumptions

Addition of 1 Maintenance worker in.each of 2012 and 2015-
dependent on actual pace ofi development (these are growth
positions)

Painting of Hazeltine Industrial Tower in 2011 for $1,000,000
(eriginally te be completed in 2008-needs to be completed in 2011)

Removal of the Hazeltine \Water Tower in 2014
5-Year Meter replacement program; starting in 2012

= Will'lbe done in conjunction with Electric Department and Ulility:
Billing| Software updates

= Chaska.net infrastructure being| used for this change
Normal 4 year schedule of Welllmaintenance (6 wells)

Contribution ofi $40,000 annually: tewards, Street Reconstruction
Program. In future will'look te increase this contribution




Water Eund
Revenue/Expenditure Projection

Actual Actual Budget
2008 2009 2010 Change % Change
Revenues
Metered
Other
Transfers In
Total

Expenses
Pumping
Treatment
Distribution
Administration
Depreciation
Debt Senice
Capital
Tranfers Out
Total

Net Gain (loss)




5-Yealr Eund Balance Projection

Water Fund Balance

$1,400,000
$1,200,000 -
$1,000,000
$800,000
$600,000
$400,000
$200,000 -

@ Fund Balance




Chaska Community Center

2011-2015 Eive Year Forecast




CCC Objectives

Promote community: gathering and interaction

Provide family and individual recreation with an
emphasis on fun

Enhance Chaska's community. pride and identity

Be financially self-supporting with no property.
tax support

Build a cash-balance in CCC fund te be able to
accommoedate future maintenance and
Improvements that willfloe needed on an aging
facility,




Membership vs Daily' Admissions

Over the past several years, we have seen a
drop and: stabilization: ofi daily admissions

At the same time we have seen a large increase
In memberships-memberships account for 34%
of revenues (Increase ofi 2% from just last year)

Increase In memberships started coming at the
same time that we brought the Wellness
ié\ddition, TThe Ledge andi Treks and Trails en-
Ine

IHave alser seen many memperships come
through the Health lInsurance packages-iHealth
Partners, Medica, Blue Cress;, U-Care, as well

as a push fer Corpoerate Memberships with area
PUSINESSES




Membership Trends

CCC Membership Revenue

$1,400,000
$1,200,000
$1,000,000
$800,000 -
$600,000 -
$400,000 -
$200,000 -

O Membership Revenue




CCC Partnerships

St. Francis Addition/Capable Kids: ~$185,000
annually toward leasing addition and basement
space

ISD #112: $37,000 annually for use of the CCC
during daytime for school activities (does not
Include agreement for ice time)

Ridgeview: Medical Center: Health Eitness
Coorndinator- Provides 20 hours per week at
CCC for multi-generational fithess programs

= 2010 was, first year that pesitien focused on fithess
program. Prer te this it was selely senior
programming-has been a goed meve for all age
pregramming




CCC-Transfers in From Other
Funds

= $100,000 Annually from the Electric Fund (has
occurred since the original construction of the
CCC)

= The Lodge Debt Service-Transfers in coming
from Electric and Equipment Acquisition Fund
(=$250,000 annually)

= Orginal plan torhave CCC contributing towards this
debt service starting|in 2015 at $70,000 annually-will
e monitering this tersee Ifi this IS feasible-have
programmed the continued contribution from! Electric

= St, Francis wing/2"% Sheet of Ice debt was
completed in 2010




5-Year Forecast Assumptions

Membership revenue grows an average of 4% annually through; 5-
year period

All'other sales grow 2% annually
No new full-time positions planned in the 5-Year period

= Reallocating resources from existing position to combine with
other existing, City communications resources to create one FT
communication pesition for entire City. (N0 New. reseurces-
rleprogramming of dellars)

$50,000 annually put teward annuall building Imprevement program
(are continuing to Identify ways to build up reserve fund for future
capital replacement-whichi Isiwhy we have continued to program
Electric transfers for The Lodge delt)

No new majer additiens through entire 5-year peried




CCC Revenues

REVENUES
Admissions
Membership
Gymnasium
Racquetball
Swimming lessons
Fitness area
Arena
Community Room
Snior Center
Craft rooms
Tot time
St. Francis rental
IDS #112
Theater
Center Cafe
Birthday Party Room
Day care/ indoor playground
Trek and Trails pre school
Adventure Prog/Club Extreme
Vending
Misc.

Budget
2008
$165,772
$910,498

$70,415
$12,478
$59,000
$89,600
$629,469
$20,000
$39,688
$34,540
$13,300
$171,379
$144,670
$55,999
$3,000
$39,120
$30,000
$105,750
$52,000
$45,904
$108,993

Budget
2009
$160,837
$971,950

$71,824
$12,727
$59,000
$93,880
$640,956
$20,000
$47,802
$35,231
$13,566
$179,338
$37,474
$58,907
$3,500
$32,000
$30,000
$118,400
$65,000
$44,629
$389,466

Budget
2010
$160,111

$1,045,395
$70,427
$12,423
$65,000
$110,501
$608,097
$20,000
$48,218
$35,936
$10,000
$196,701
$37,000
$72,085
$2,751
$32,000
$30,000
$120,000
$70,000
$40,000
$60,068

Budget
2011
$160,111

$1,062,505
$74,402
$12,787
$85,500
$141,449
$624,573
$20,000
$24,700
$37,103
$11,400
$184,316
$37,000
$72,085
$2,000
$35,140
$30,920
$80,500
$74,326
$40,000
$102,483

Total Operating Revenues

$2,962,400

$3,086,487

$2,846,713

$2,913,300

Non-operating

Equipment Acquisition/Interest
The Lodge Debt Trans

Electric fund transfer

$18,600
$168,000
$100,000

Total Non operating

$286,600

TOTAL REVENUES

$3,249,000

$9,513
$188,000
$100,000
$109,513
$3,196,000

$28,400
$161,000
$100,000

$29,700
$113,000
$100,000

$289,400
$3,136,113

$242,700
$3,156,000

Change
$0
$17,110
$3,975
$364
$20,500
$30,948
$16,476
$0
($23,518)
$1,167
$1,400
($12,385)
$0
$0
($751)
$3,140
$920
($39,500)
$4,326
$0
$42,415
$66,587

$1,300
($48,000)
$0
($46,700)
($59,887)

%
Change




CCC Expenditures

EXPENSES
Personnel services
Other services/ charges/supplies
Ice arena debt service
Lodge Debt
St. Francis debt
Capital replacements

Total expenses

Actual
2008
$1,508,876
$1,222,105
$ 69,748
$ 168,000
$ 56,820

$ 50,000

$3,075,549

Actual
2009
$1,544,005
$2,061,868
$ 69,748
$ 168,000
$ 56,820

$ 50,000

$3,950,441

Budget
2010
$1,568,016
$1,280,230
$ 69,748
$ 124,175
$ 56,820

$ 50,000

$3,106,987

Budget
2011
$1,543,048
$1,323,601

$ .
$ 124,175
$ .

$ 50,000

$3,040,824

Increase

Increase %




CCC 5-Year Cash Balance

CCC Annual Fund Balance

$1,000,000

$800,000
$600,000 -
O Fund Balance
$400,000
$200,000 I
0 0 0 0 0 0
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Sewer Fund 5-Year
Forecast




Sewer Fund
Objectives/Assumptions

Provide the necessary resources for the Sewer:
Fund torassure continuation of quality of
SErvices to customers

Maintain rates comparable to other cities, while
at the same time maintaining adeguate cash

[eserves for emergencies

Assume that iIncreases In Metro Sewer fees are
notL Being subsidized through our sewer fund
reserves

Assume that: major capital Iimprovements to
collection system not financed from rate revenue
(financed through Trunk Eunds)




Changes at Metro \Waste

Downturn in economy has had significant impact on Metro \Waste

Debt Service for Metro \Waste’s Treatment system was financed
assuming use oft SAC charges (associated with new development)
paying for debt service

Current low growth rate, and subseguent lack of SAC fee collection,
has not allewed Metro \Waste to generate enough te cover their debt
service

Metro Waste was forced to shift some of the debt service
responsibility onto users through their rate structure-result is 12.91%
Increase in 2010 in Metro Waste fees

2011 the total Metro Iincrease to Chaska has stabilized, with and
effective 2.27% Increase in our rates

Eive-year assumes that their continues to be an average of 3.9%
annual increase in Metro \Waste fees each year of 2011-2015

Shiit fiem SAC fees onto rates came through the werk of a Metre
Counclil task ferce that reviewed this Issue




Metro \Waste Rates

Metro Waste Rates

O Rates

ITRTE

2007 2008 2009 2010 2011 2012 2013 2014 2015




Metro Waste Impact on’ City,
Rates

City has typically tried to establish City sewer rate to not force us to utilize
reserves to subsidize any Metro \Waste rate increase

Since we had to increase 7.93%; in 2010 to meet that objective to keep up
with the Metro \Waste sewer rates, Staff is recommending a rate increase of
1.51%

= This would reduce our marginal revenue by 10.74%, but would still keep
fund balance we are comfortable with

IHave assumed it would increase appreximately: 2.5% each of the other
years in the forecast

Average Impact on residents in 201.1:

7,000/month $22.26




Sewer Rate Comparisons

Average Annual Sewer Charge

@ Annual Charge




Key 5-Year Forecast Assumptions

Retail rates increase by 1.51% in 2011 to keep up with Metro \WWaste
changes, and then average 2.5% increase each subseguent year

= Do this to mitigate large rate increase in 2010 from Metro \WWaste

See just under 500 housing units with some comm/industrial
developed in 5-years

Addition of maintenance staff in 2012 and 2015-dependent on growih

Fully Fundiour Equipment Replacement Schedule

Normal maintenance work on lift stations, sewer lines and Inflow and
Infiltration Program

Start of meter replacement pregram starting ini 2012-in conjunction
with Water/Electric/Utility Billing

Addition of dollars to Street Reconstruction Pregram in 2011-Sewer
leplacement part off downtewn| pertion of Street Program




Revenues/Expenditures

Actual Actual Budget
2008 2009 2010 Change % Change
Rewvenues
Metered Sales
Other Revenues
Total

Expenses
Pumping
Treatment
Collection
Admnistration
Capital

Total

Gain




5-Year Fund Balance

Sewer 5-Year Fund Balance

$3,000,000
$2,500,000

$2,000,000
$1,500,000 @ Fund Balance
$1,000,000
$500,000 -
o Ll L LT

2007 2008 2010 2011 2012 2013 2014 2015

Sewer Fund Balance once again healthy, but will not see a lot of growth
over the 5 year period




Chaska Electric Fund

2010-2014 Einanciall Forecast




Chaska Electric Utility
Purpose and Mission

TThe mission of the Chaska Electric Utility Is to
provide reliable and efficient electric senvice
ter Chaska customers at competitive rates anad
10 previde financial aid te the City In keeping
Chaska’s prepernty: taxes low.




Trends Effecting Chaska Electric

Decreased residential development with renewed focus
on the commercial/industrial market

Increased loads coming from large C/I Economic
Development Projects over next 3 years (l.e. Michael’s
Foods, 212 Medical Center, United Health Group)

Increased electric usage by existing residentialland

commercial/industrial custemers

Stabilization ofi raw product costs to preduce electricity
(Naturall Gas price stabilization positively has efiected
Energy Adjustments)

LLegisiative mandates; fior “Green Power” initiatives

Xcel has recently reguested an additional 7.4% rate
nerease-will-have positive Impact i Keeping eur rates
IowWer than our main competiter as they. just received [ust
OVEer a 5% Increase this past year




Chaska Electric Usage

Electric Sales by Class

@ Commercial
B Industrial

O Residential
O Other




Chaska’s Projected Growth

Year # of Housholds # of New Est. Pop.




Green Power Initiatives

State Mandates to achieve 25% generation from renewable sources
by 2025-Targeted goals throughout this transition (i.e. 12% by 2012)

MMPA is in the process of developing 3 large wind farms in
Southern Minnesota to meet these reguirements-1%* of these 3 is
planned to be developed and construction in 2011

= MMPA sold bonds to support first project development on
November 17th

MMPA completed the Hometown Windpower Project —160KW. in
each member city

MMPA received ever $3 million in grant funds to start Hometown
Geopoewer Initiative

= EXxploring the retrofit ofi existing apartment units in Chaska

Members will be required to utilize conservation Imprevement fund
dellars to demonstrate 1.5% actual decrease In electric usage
annuaily:

Creation of our Residential Energy: Audiior pesition




Projected Electic Sales

Chaska Electric Annual Sales
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Electric Generating Cost Trrends

= All Electric Utilities have seen the Energy Adjustment
Costs to customers become more of a significant
expense over last several years with the instability ofi raw
product costs

Chaska’s EAC continued to be very low in 2010 due to
continued low: Natural Gas prices, and a stabilization; of
this market

EXpect to see that Natural Gas markets remain relatively,
low anadl stable in near future

IHad! positive impact of making Chaska's electric prices
significantly lewer than ether anea utilities ever past year,
as OUI generating assets use mainly: natural gas

= EXPect to see this trend continue as Xcel has requested anether
7.4% rate increase for this upcoming| year (is 27° request in past
Wo years)




Chaska vs Xcel Residential
Comparison

Chaska vs. Xcel 2010 Residential
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2010 Rates were 12.1% lower in Chaska than Xcel (2009 rates were about
10.1% lower)




5-Year Forecast Assumptions —

Wholesale costs of electricity from MMPA will increase in 2011 by
3%, with 2.63% average increases programmed through 5-year
period (this does not include the EAC-which Is determined and
passed through on a month-te-month basis)

Chaska’s Electric rates would need to go up 2.25% in 2011 to keep
our rates ofi marginal reserves staying steady.

This weuld continue to allew Us te remain very competitive with
Xcel's pricing, especially If they were to receive their rate increase
reguest (Would likely remain around 10% lower: for residentiall rates)

Projecting electric usage will'loe upi by an average ofi 7.34% annually.
tAroughout the 5-year period

= Growth coming throughr addition of new: large
Commercial/lndustrial users




Electric Sales
Other Revenue
Total Revenue

Revenue Forecast

Actual Actual Budget Budget
2008 2009 2010 2011 Change % Change
$28,025,789 $23,193,541 $24,092,100 $26,365,300 $2,273,200 9.44%
$312,265 $397,793 $335,400 $270,100 -$65,300 -19.47%
$28,338,054 $23,591,334 $24,427,500 $26,635,400 $2,207,900 9.04%




5-Year Major Expenses

Line Crew Scheduled to start in 2012 and 2014 (dependent on
growth)

Continue to see Transfers to Fire Station for $300,000. for debt
service until 2015

Continue to see $100,000 transfers to CCC fund

Continue contribution; going teward The LLodge debt (averages just
over $100,000 annually through 2015)

Major woerk to Chaska Substationi in 2011 for $1,500,000 million,
along with the addition of new: sulstation in the West Creek
Development at same time

= \Would finance these imprevements with debt service estimated
at $415,000 annually for 20 years

Includes 5-year system improvement dellars built inte each years
budget:

" 2011: $595,000
" 2012: $525,000
" 2013: $630,000
" 2014: $790,000
" 2015: $600,000




Expenditure Forecast

Actual

2008
Purchased Power  $21,764,480
Franchise Fee $2,309,000
Operating Costs $2,555,307
Capital $296,832
Debt $77,170
Transfer $453,657
Total $27,456,446
Annual Balance $881,608

Actual

2009
$16,660,295
$2,256,000
$2,477,333
$551,572
$75,536
$346,087
$22,366,823
$1,224,511

Budget
2010
$17,726,000
$2,380,000
$2,699,935
$555,000
$104,219
$569,200
$24,034,354
$393,146

Budget
2011
$19,322,000
$2,529,000
$2,795,662
$1,010,000
$104,219
$521,300
$26,282,181
$353,219

Change
$1,596,000
$149,000
$95,727
$455,000
$0
-$47,900
$2,247,827
-$39,927

% Change
9.00%
6.26%
3.55%

81.98%
0.00%
-8.42%
9.35%
-10.16%




Electric Fund 5-Year
Annual Gains in Cash Balance

Annual Electric Fund Gains
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Total Fund Balance estimated to be $6,864,000 at end of 5-year period




Chaska.net 5-Year
Financial Forecast

2011-2015 Einanciall Forecast




Chaska.net Mission

Through the use of existing fiber optic and
wireless technology, develop a high guality,
low: cest, high speedl Intermet service for
Chaska’s public business and residential
entities;, therehy enhiancing Chaska's vision of
BEeIng a connected community.




Chaska.net History

Started in 2000 with partnership between District #112

and City-City provided direct fiber service to School over
KMC fiber line

Expanded into Point-to-Multipoint Wireless Business-
class service in 2001-in 2003, added service to
sueunding communities

In 2004, expanded to residential Wi-Ei service-low cost,
fiast speed service

Have invested $3.3 million in developing fiber and
wireless service-approximately $900,000 of cost
Invested inte filber technology:

Investment i this technology: has not only hadia positive
Impact on helping to connect our residents, but has also
allewed usitergarner mere efficiencies In Gther Senvices
we deliver (I.e. Remote meter reading and remote
SCADA senvice for utilities-save on labor cests) Will
allew’ Us te gaimer these efficiencies In future as well




Chaska.net Service Statistics

= 1 935 current residential Wi-FI customers,
and 59 business customers
= Business Customers include wi-fi, point-to-
multipeint and fiber)

" Currently charnge $19.99 per month for
residential wi-fii service; $100-$500 per
month for business-class service

" Provide direct fiber service to School
District #1412 for $3,000/moenth




Chaska.net 5-Year Assumptions

" |ncrease residential wi-fi service by an average
of 21 customers a year over the 5-year period-
nave seen a stabilization in the number of
people who are taking on this service new-we
nad originally estimated 250 new customer/year

= Residential wi-fi rates stay the same at
$19.99/month

= Starting to see more pricing competition, especially from DSL
(pricing around $25/month). Price-point and noilong-term
contract Is biggest selling points of our customers

= Over time woeuld phase out Peint-te-Multipeint
Service to other communities -is laboer drain to
system-however, small Investments have
allowed us| te keep this system going and
somewhat profitable




Chaska.net 5-Year Assumptions

See Increase of service
with planned C/I growth
and Chaska Biotech
Center growth

\Would planion

completing City filber loop AL
and service as continuing 50 0
development oceurs In
Chaska Biotechi Center-
especially seuth off Engler

Possibly a 2011 project
altheugh conservatively. 860000 $120000
plan asia 2013 prOjeC’[ $10,000 $130,000

$0 $0

$0 $0

$60,000 $60,000




Chaska.net 5-Year Expenses

Cancelled the Siemen’s Netwoerk Operations Service in
early 2010

= This saved approximately $120,000 per year, with these services
being brought back in-hoeuse. Did add some dollars in expense
for after-nours service by staff, but much less expensive than
outsourced service

Email service migrated tor Google this past year.

= \Was done because internal system could not adeguately and
Serve custemers anymore

= Provided better options to customers
= $35,000 annual cost for this service

Overalllannual expense savings wWith these moves-
provide current Services inia different manner




Fiber

Fiber T-1

Fiber Growth
Wireless MP
Wireless WiFi
Wireless Apartment
Other

Total

Chaska.net 5-Year
Revenues

$8,421
$0

$0
$157,740
$496,524
$28,000
$169,516
$860,201

$10,577
$0

$0
$165,351
$475,586
$29,866
$28,485
$709,865

$12,493
$0

$0
$110,357
$492,834
$31,806
$9,511
$657,000

$9,478
$0

$0
$120,594
$470,884
$11,293
$14,519
$626,768

$9,478
$0

$0
$120,594
$475,922
$11,293
$17,037
$634,324

$9,478
$0
$60,000
$120,594
$485,997
$11,293
$19,556
$706,918

$9,478
$0
$120,000
$120,594
$501,109
$11,293
$22,075
$784,549

$9,478
$0
$130,000
$120,594
$521,259
$11,293
$24,594
$817,218




Chaska.net 5-Year
Expenditures

Bandwidth $99,996 $99,996 $100,000 $101,000 $104,040 $106,121  $108,243  $110,408
Distribution $384,795 $414,459  $159,000 $93,605 $94,198 $94,604 $95,017 $95,439
Personnel $216,574 $120,584 $180,220 $125,225  $129,099 $133,115 $137,278  $141,595
Operating $84,638 $117,916 $172,000 $179,470 $181,264 $182,491 $183,743  $185,020
Depreciation $0 $0 $0 $0 $0 $0 $0 $0
Capital $208,275 $5,000 $45,000 $5,000 $5,000 $5,000 $5,000 $5,000
Bonds $230,720 $0 $0 $0 $0 $0 $0 $0
Total $1,224,998 $905,741 $656,220 $504,300 $513,601  $521,331  $529,281  $537,462




Chaska.net 5-Year LOC Balance

Letter of Credit Balance
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Chaska.net Future Decisions

= \When current residential wi-fi system; IS out-
dated, will we reinvest into the next technology,
or will'the private sector be providing a service
that meets our price-point and service
expectations?

" |5 there another service that Is interested In
purchasing our residentiali service?

= Are the other ways we should be looking at

[ecouping the investiment inte the systemwe
have made

= [.e.: Our Wi-Ei system provides, the City with efficiencies in ether
Senvices We provide, suchias utilities, policing), etc...Will eur
Investment Inour system; in the future serve as an investment

Inte serving| City needs as opposed to beingl a retail preduct (I.e.
Meter Reading Preject)




Questions??




