





There will be a demand for 100 — 130 new rental units between 2010 and 2015. 50 — 60 of
these units should be market rate rentals.

The senior housing market is saturated.

Park Row Crossing addresses the identified demand for tax credit housing.

Many owner occupied units were converted to rentals during the recession. Some were due
to foreclosures and others were renting until residential sale prices rebounded. Others such
as Apple Tree Village converted to rentals when the property was converted to
condominiums.

Most new household growth will be by those between 55 — 74 years of age.

Home ownership rates will rebound as the national economy improves.

There will be a need for 18 — 22 new owner occupied housing units/year as the economy
improves.

165 — 301 new households were created in Saint Peter between 2000 and 2010.

The Saint Peter Comprehensive Plan establishes the following goal and policies:

“Continue to manage growth in neighborhood increments”
Minnesota Design Team (1999) — Long Term Goal

To assist in creating community stability and citizen commitment, the City should promote
home ownership opportunities for area residents.”
2005 Comprehensive Plan — Residential Goals and Policies

“The City should seek to ensure that appropriate options are available for all ages, economic
and household types.”
2005 Comprehensive Plan — Residential Goals and Policies

The first blush analyses of the two proposals are as follows:

Volmary Proposal:

EXPERIENCE:
Aspen Court/Alpine Meadows St. Peter
Cedar Point Eagle Lake
Experienced landlord and property manager.
PLAN:
39 Single Family Rentals
Process: e Remove PUD
¢ Maintain R-3
e Replat into 2 blocks
Pros: e Common ownership by a proven landlord and manager.

e utilizes existing sewer / water services.

e Could result in an attractive site design. Clustering?
¢ Includes common green space.

e Interior pedestrian circulation.

14-16 Single Family Lots




Process: e Remove PUD
e Maintain R-3
e Replat as 100 foot wide single family lots.
e Remove a number of sewer / water services at main.
e |nstall a number of sewer / water services north of Meridian.
e Plat outlots north of Meridian.
e Construct circular roadway north of Meridian.

TIMELINE:
e 2014 Replat/Remove s/w services.
Single family Iot sales begin.
e 2014-15 27 single family rentals constructed
e 2016 12 single family rentals constructed
PRICE: $350,000 At closing (or)
$380,500 Over three years w/ $100,000 at closing.

We do not know whether Voimary intends to allow for additional assessment as a part of the
proposal. This is an issue that will need clarification prior to completing a full review.

Drummer Construction Proposal:

EXPERIENCE:
e Numerous residential construction projects.
e Experienced landlord and property manager.
PLAN:
40 Single Family Spec Homes
Process: e Remove PUD
e Maintain R-3
e Replat 40 single family lots.
Pros: e Nicollet Meadows/Washington Terrace “like”.
e Attracts young, childbearing families.
e Future multi-family north of Meridian.
e Mixed Use/Mixed income
e Entry level homes for new entry level jobs being created.
TIMELINE:
e 2014 Replat single family lots.
Construction & sales of spec homes.
PRICE: $600,000 at closing (01/31/14)

Less: Waive SAC/WAC through 2016.
Waive %2 building permit fees through 2016.
City removes 16 s/w services.

Drummer proposed a waiver of SAC/WAC and building permit fees is estimated as follows:
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EXAMPLE: $160,000 SINGLE FAMILY/NEW CONSTRUCTION
FEES x 40 Homes WAIVED
Building Permit Fee: $ 1,137.90 $ 45,516.00 $ 22,758.00
SAC 1,500.00 60,000.00 60,000.00
WAC 1,800.00 72,000.00 72,000.00
EAC w/ tax 534.38 21,375.20 0.00
State Surcharge 80.00 3,200.00 0.00
Plan Review 398.27 15,930.80 0.00
R-O-W Permit 150.00 6,000.00 0.00
TOTAL: $ 5,600.55 $ 224.022.00 $ 154,758.00

Assumptions: e All 40 permits are for the construction of $160,000 homes.
e All 40 homes are completed by December 31, 2016.
e Calculations reflect adopted 2013 building permit fees.

Drummer clearly articulates that his proposal excludes future assessments relative to existing
infrastructure.

Other Considerations - Either proposal would support the residential development goals and
policies found in the 2005 Comprehensive Plan. It could also be determined that both proposals
are consistent with the recommendation of the 2012 Housing Study.

To help differentiate between the two proposals, it may be helpful to have answers to the
following suggested questions. (Please feel free to use these as a part of the meeting on
Monday. Note that some questions may be more appropriate for one or the other proposal
based on the information provided.)

o Will the you commit to multiple single family house designs?

. Will the units have basements or other form of storm shelter?

. What are the rental rates or anticipated sale prices for the single family homes?

o Will there be covenants adopted for the single family lots that will be sold?

. What factors drove the size of the lots? Wouid you be willing to reduce the width to 65
feet?

o What is your plan for the property north of Meridian? What time line would you expect to
see for development there?

o Will this project have priority over other construction projects that you may have
underway or pending?

o How would you propose to re-use the temporary storm basin north of Meridian St.?

. Who will be the construction contractor?

o Has your lender committed to your project or is financing preliminary?

An answer to these questions will help in determining a final recommendation as to which
proposal best meets the goals that were set out at the start of this effort. It appears that there
may be no wrong decision as both developers are experienced and have demonstrated that
they are committed to the Saint Peter housing market. Staff plans to make recommendation to
the Council at your next Council meeting. That recommendation will include additional analysis
and may be based on follow-up discussions with each developer.



From a process standpoint we intend two separate actions (one in October and the next in
November). The first action requested by staff will likely be to direct staff to negotiate with one
of the developers. Once that negotiation is completed the Council will then be asked to enter
into a development agreement and a purchase agreement for the property. That purchase
agreement will be the final decision point in the process for the Council.

Please also remember that we have an obligation to keep the County informed about progress
on this experiment. The City does not control the property, but rather has an understanding with
the County Commissioners that this is an experimental process. If the process shows that the
experiment is meeting the goals of the Commissioner’s, the intent is to make a transfer of the
property to the City. We have forwarded a copy of the proposals to the Nicollet County
Administrator and Auditor/Treasurer as directed by the Commissioners. They have also been
invited to attend your workshop to listen to the presentations.

Please feel free to contact us if you have any questions or concerns on this agenda item.
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proposal in the amount of $10,000. If the proposal is withdrawn before within sixty (60)
days of submission the bid bond/certified check shall be forfeited to the City. Bid
security submitted by Respondents not selected by the City of Saint Peter will be
returned within 30 days of the selection or December 2, 2013 whichever comes first.

¢ Respondents may be asked to provide a City Council presentation of 30 to 60 minutes in
length illustrating the qualifications and experience of the firm and the plan for
development. In addition the respondent must provide personal access to the firms
Principle or Project Manager on or around October 7, 2013 at 5 p.m.

e The Council prefers to sell all parcels to one respondent.

The City Council has a number of articulated goals for use of this RFP process. Those goals
are:

¢ Promote development that meets housing needs as identified as part of the City’s 2012
Housing Study which was completed by Community Partners and which is available for

review on the City of Saint Peter website at
http://www.saintpetermn.gov/sites/default/files/documents/2012SaintPeterHousingStudy.
pdf

+ Promote development that meets the needs and goals as set out in the City of Saint
Peter's Comprehensive plan which is available for review on the City’'s website at
http://www.saintpetermn.gov/sites/default/files/documents/2012SaintPeterHousingStudy.
pdf
Return the parcels to the tax rolls as quickly as possible.

e Enhance speed and opportunity to receive past due and future taxes, assessments and
fees for the City, County and the School District.

e Provide for a process that is open.

All proposals submitted shall be valid for a period of sixty (60) days. The City process for
transaction will be to enter into a Development Agreement that will be used as the legal
document to articulate the agreed to plan for development. Transfer of property will be made
via a process that includes the Development Agreement, a Purchase Agreement and then a
deed provided at time of closing. Other documentation may be requested and required
depending on the nature of the Respondent’s proposal. Respondent is responsible for its cost
related to closing.

The City reserves the right to reject any and all proposals, to waive irregularities and
informalities therein and to accept the proposal to any respondent if, in the City’s discretion, the
interest of the City would be best served thereby.

Deadline for receipt of proposals by the City Administrator's Office is 5:00 pm on Tuesday,
October 1, 2013.

Five copies of the proposals shall be submitted in an opaque envelope addressed as follows:
WELCO WEST DEVELOPMENT PROPOSAL
ATTN: CITY ADMINISTRATOR
227 SOUTH FRONT STREET
SAINT PETER, MN 56082

For questions relating to this proposal, please contact Todd Prafke, City Administrator at City of
Saint Peter, 227 South Front Street, Saint Peter, Minnesota 56082 (507)934-0663.

g



WELCO WEST WATER, SANITARY SEWER, STORMSWER












Request For Proposal Welco West

John and Lisa Volmary , owner/Principals

We have developed Aspen Court and Alpine Meadows town homes located in St
Peter MN, 84 rentable town home units. We also developed Cedar Point town
homes in Eagle Lake MN , 56 rentable town home units.

Our goal is to redesign Welco West into a financially viable and desirable
addition to the St. Peter community. The original plan was to heavily populate
the site with single level town homes, with very little curb appeal or green space,
resulting in bankruptcy.

We propose taking the 27 middle and 12 side lots, populating this area with 1400-
1600 square foot two level homes. All 39 homes will be in our rental portfolio
and be managed by our in-house rental company. All homes and grounds will be
maintained to a high and uniform standard, matching, roof lines, siding, windows,
sidewalks and grounds. The center area will have a biking/walking trail through
it, connecting to a green space park area on the North end. All grounds will be
landscaped and irrigated.

The East and South end of Welco will be converted into residential lots, currently
the lots are 50 feet wide, they will be combined into 100 foot lots and be sold.

Attached is a small concept map. Green indicates all Volmary property, 39 lots
with 1400-1600 SF individual homes in a uniform green space setting.

Blue indicates 100 foot combined lot for future homes.

Time line, year one and two to populate the center area with 27 homes, year 3 to
populate the 12 lots West of the center. Blue lots development will be on going
as lots sell and homes are built. Slow sensible and responsible growth should take
an estimated 4 to5 years.

With Volmary owning and managing 39 lots this will give the site the stability
and control that is needed for success.

Payment, we will pay the City of St. Peter $350,000 at closing or we will pay
100,000 year one, 93,500 year two, three and four for a total of 380,500. This
amount will cover all assessments, back taxes and other fees, land will be free and
clear.
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on St. Peter is in its proximity to where the most active home building is taking place, the north
end of Mankato. It has 500 — 800 jobs coming to the area with Walmart, the new clinic, the
new MRCI, the plastics plant, and many more to come. To the north of St. Peter, Cambria is
rapidly expanding. St. Peter’s location to both areas, coupled with its great school systems will
make it a popular choice for many of these new employees in deciding where they will want to
raise their families.

The recent developments in St. Peter will also create demand for starter homes. The
thriving medical center, the opening of the Shopko and any spinoff retail from that, and the
expansion of the school district will be forces that the study may not have included.

I think it is important to get ahead of this potential need. With that in mind, please
accept our proposal for Welco West. Included is a rendering of a re-platted subdivision. We
removed the center unit of each triplex and lots that would support starter homes.

Sincerely,

. N N
PAYSY HE B
; R I
R T

Michael A. Drummer
President, Drummer Development, Inc.
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Michael Allan Drummer

20127 501 Avenue, Mankato, MN 56001*507.420.7376

Work Experience Present-1998

Drummer Development Mankato, MN

Land Development
¢ Partnership with Rolling Acres, dissolved after the project
was completed.
e Many areas located in Mankato with land development
such as:

1.
2.

3.

ne

10.

11.

12.

13.

14.

15.

16.

17.

Isaiah, currently has 63 lots for single/twin homes
Cougar Estates, land developed to for 150 single
family homes.

St. Anthony Residences, land to build 37 twin
homes.

Park side, 2 lots left in an 86 lot subvision.

Maple view Estates, land to build 16 twin homes
and 3 single family homes.

Jacob Condos, land close to MSU to build 66
condos for college students, professors, etc.

Jacob Estates, land to build 37 single family homes
and 11 townhouses.

Stadium Centre, land close to MSU developed into
strip malls.

Westwood, commercial land close to Highway 14
which would be best utilized for commercial
businesses. Over 100,00 sq. ft of new office space.
Stadium Heights, land developed for 7 apartment
buildings, housing 12, 3 bedroom apartments in
each building.

Drummer Tree Farm Inc, which is 10-12 acres of
land being used to grow trees for the Drummer
Garden Center. Another 40 acres at home site.
Benson Park Cottages, residential subdivision
developed into 40 lots for single family homes.
Park’s Edge, residential subdivision developed into
28 lots for single family homes.

Trail Creek subdivision, developed into 20 lots for
single family homes.

Noah Estates, residential subdivision developed into
89 lots on 30 acres

Augusta Trail, residential subdivision developed
into 68 lots for single family homes.

Roosevelt Circle, 35 acres of land for commercial
mixed use. Currently houses a 49 unit apartment
building. Phase II to begin in fall of 2013.

Over 1000 acres in the Mankato/North Mankato area
developed or in the progress of developing, making

a3



Education

Interests and
activities

Drummer Development the largest land Developer in
Mankato.
Present-1992 Drummer Construction Mankato, MN
Construction Company

¢ Dig basements for residential homes and

commercial business

¢ Residential new home and commercial buildings
excavation and filling
Repair to roads
City water and sewers
Excavation for hog pits/septic systems
Snow plowing in wintertime for Residential and
Commercial properties
Present-1990 Drummer Garden Center Mankato, MN
Nursery and retail store

e Floral department

o Craft department

e 5 greenhouses located there to do all the growing

needed to sell the products on site.

o Garden accessories (rocks/gazeboes/bird baths)
Present-1988 Drummer Landscaping Mankato, MN
Landscaping residential and commercial

e Plant shrubs and sod

e Residential and commercial retaining walls

e Tree planting and spading
Present-2002 D & G Construction Mankato, MN
Construction Company

e Water and sewer setup

¢ Underground water and sewer for new development

and other developments as bid upon
1980-1987  Minnesota State University Mankato, MN

e Bachelor of Science and Social Studies

e Minor in Math

e BA in 1984 for Political Science with a core in Pre-

law

e Teaching degree and Coaching degree

1980-1975  St. Clair High School St. Clair, MN
e Studied Computer Science, programming and
mathematics
e Achieved an academic letter for my grade point
average.

e Salutatorian senior class of 1980

e Enjoys time at his cabin with his family and friends
Boating, water-skiing, fishing, swimming

ay



¢ Golfing, biking, basketball
Extracurricular
Activities
e Part of the Mankato Chamber of Commerce
e Part of Minnesota Nursery Growing Association

as






The weight of the proposed catalysts is greater than originally anticipated; therefore, the support
system is an added cost to the original cost estimate for the project. The project was- originally
estimated to cost $500,000. DGR Engineers are updating the cost estimate and the new cost
estimate is anticipated to be available the week of October 7th.
The proposed schedule for completing the installation of catalyst is as follows:

o The City Council approves plans and authorizes the receipt of bids - October 14, 2013

* Release formal stack testing RFP - November 8, 2013

e Bid opening — construction contract - November 13, 2013

o The City Council awards the work — construction contract - November 25, 2013

o Construction begins - December 19, 2013

e Release 60 day performance testing notice to EPA - December 30, 2013

e Construction complete — installation ready for testing - February 28, 2014

e EPA formal stack testing complete — units operational - March 7, 2014

e Final project cleanup complete - March 31, 2014

e Mandated compliance date from EPA - May 3, 2014
The specifications require the catalyst installer to only have two generators out of service at any
given time during the installation process. City staff will coordinate the generator operation
issues with SMMPA. Installers may come from out-of-state and typically will desire to work
twelve hour days to complete the installation as quickly as possible. It is anticipated that there
will be staff overtime involved in monitoring the work.

The project will be funded from the Electric Utility fund.

The type of contractor most likely would be general construction, pipefitting, or HVAC. This is
not work that requires specialized generator exhaust expertise.

Please feel free to contact me should you have any questions or concerns on this agenda item.

LGG:bll
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LEASE

THIS LEASE, made and entered into as of the 2nd day of February , 2011, by and
between Jari. USA, or an entity to be determined as his assignee, as "Tenant" and St. Peter
EDA, as "Landliord".

WITNESSETH
1. PREMISES.

a) Landlord does hereby lease to Tenant and Tenant does hereby hire from
landlord the following: an area of approximately 36,664 square feet in the "Building"
located at 430 Ritt and the land known as lot 5, in St. Peter, Minnesota, 56082,
hereinafter described as the "Premises" and as shown on the attached Exhibit A.

2. TERM. The term of this Lease shall be three (3) year(s) possession on
February 15, 2011, commencing on March 1%'_2011 or the date Tenant opens its doors
for business, whichever is sooner, and expiring on March 31, 2014. All operating
expenses shall be paid and Insurances shall be in place by tenant starting on possession
date.

3. RENT.

a) Tenant covenants to pay to Landiord rent -- payable on the first day of
each and every calendar month -- for the Premises as follows: a fixed monthly rent of
$9166.00 (approximately 36664 sq.ft. x $3.00 sq.ft. = $109,992.00 annually). However, if
the term of this Lease shall commence on a day other than the first day of the month, or
shall terminate on a day other than the last day of the month, or both, the rent payable
during such first or last month, or both, shall be adjusted on a pro rata basis.

b) Rent shall be payable without any offset or deduction of any kind, with the
exception of the terms and conditions of an option to purchase as set forth in the attached
EXHIBIT B., OTHER TERMS AND CONDITIONS.

c) There will be an additional charge of five percent (5%) of the base rent for
any rent not received by the fifth (6th) of the month. An additional charge of $25.00 will
also be due if the rent check is written on insufficient funds or otherwise returned by the
bank.

4. USE. It is understood and agreed that the Premises shall be used and
occupied by Tenant for light industrial manufacturing and assembly, shipping, receiving

and storage and for no other purpose and all in compliance with all applicable laws,
ordinances and governmental regulations.
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5. OPTION TO RENEW.

a) Tenant, provided it is not in default under the terms of this Lease, shall
have the option of renewing this Lease for one (1) additional 3 (3) year term, provided
Tenant notifies Landlord of its intention to exercise its renewal option one hundred eighty
(180) days prior to the termination of the initial term or extended term of this Lease.

b) Tenant covenants to pay to Landiord rent for the Premises during the
renewal term as follows: a fixed monthly rent of $10693.66 (approximately 36,664sq.ft. x
$3.50 /sq.ft. = $128,324.00 Annually). Payable on the first day of each and every calendar
month.

6. IMPROVEMENTS AND ALTERATIONS.

a) Tenant shall accept possession of the Premises in "as is" condition as of
the date of this Lease.

b) Tenant may, with Landlord's permission, at its sole expense, make
changes, additions, deletions, improvements and alterations to the Premises, provided
Tenant furnishes such security against mechanic's liens as Landlord reasonably requests,
and all such alterations are performed in a good and workmanlike manner and in
accordance with all applicable laws and regulations. Tenant shall make no such
alterations in or about the Premises having a material effect upon the structure or the
electrical, plumbing, heating, ventilating or air conditioning systems of any part of the
Premises without the prior written consent of Landiord, which consent shall not be
unreasonably withheld. Any such alterations shall be made at the expense of Tenant and
shall be deemed the property of Landlord at the expiration or earlier termination of this
Lease. Notwithstanding anything herein to the contrary, any damage to the structural
portions or any electrical or mechanical system of the Premises, including the roof and
exterior walls, caused by the performance of such alterations shall be repaired-by Tenant
at its expense.

7. MAINTENANCE AND REPAIR.

a) Landlord shall maintain and repair the foundations, structure and roof of
the Building, except that Landlord shall not be required to make repairs, modifications or
replacements which become necessary or desirable by the negligence or intentional
action of Tenant, its agents or employees.

b) Tenant shall operate and maintain, the facilities and equipment
necessary for the operation of tenant’s usable space in the Premises.

8. TAXES. Landiord shall pay all taxes and assessments levied upon the real
estate and improvements belonging to it concerning the Premises as they become due
and payable during the Term of this Lease.



9. UTILITIES.

a) Tenant shall pay the cost of sewer, water, rubbish and electricity and gas
used for the entire building unless another tenant is found, then on pro rata basis. If
tenant elects to employ the following services, Tenant shall pay directly to the appropriate
company the cost of telephone service, lawn care, and janitorial services for the
Premises. '

b) Landlord shall pay Insurance for the Building.

10. INSURANCE.

a) Tenant shall, at its expense, maintain standard fire and extended
coverage insurance insuring Tenant's chattel and improvements to the Premises and its
fixtures and contents for the full replacement cost thereof. Tenant agrees that in the case
of damage or destruction of such improvements, fixtures or contents, it will use any
proceeds of such insurance for their repair or restoration.

b) Tenant shall, at its expense, maintain comprehensive general liability
insurance protecting and indemnifying Landlord and Tenant against any and all claims
and liabilities for injury or damage to persons or property occurring upon the Premises
with limits of liability not less than $1,500,000 for any one accident and $500,000 for
property damage, or such higher amounts as from time to time are commonly maintained
with respect to similar property in the geographic area of the Premises.

c) All of Tenant's insurance policies as described herein shall provide that
such insurance is primary with respect to any other insurance maintained by the Landlord.
The comprehensive general liability insurance shall name Landiord as additional insured,
shall protect the interests of Landlord and shall provide for 30 days written notice to
Landlord prior to cancellation, non-renewal or material modification. Certificates of all
such insurance shall be provided by Tenant to Landlord upon request.

d) Landlord shall keep the Building insured against loss or damage by fire
and extended coverage insurance perils. The cost of said insurance shall be paid by
Landiord.

e) Policies of fire and extended coverage insurance maintained by Tenant
pursuant to this Section 10 or maintained by Landlord pursuant to this Section 10 shall
contain a waiver of subrogation clause in favor of the other party thereto. Each of
Landlord and Tenant hereby waives, releases and discharges the other party from all
claims and demands whatsoever which the releasing party may have or acquire in the
future arising out of damage to or destruction or improvements or property that (i) if
Landlord or Tenant is the releasing party, is occasioned by fire or other extended
coverage perils of (ii) if Landlord or Tenant is the releasing party, is covered by other
insurance actually maintained by the released party.
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11.  ASSIGNMENT OR SUBLETTING. Tenant shall not assign, transfer, mortgage or
encumber this Lease or sublet or rent or permit occupancy or use of the Premises in
whole or in part, either voluntarily or involuntarily, without the prior written consent of
Landlord which consent shall not be unreasonably withheid.

12. SIGNS. Tenant shall have the right to erect, or display a sign(s) on the
property, such sign or signs advertising its business as Tenant may consider necessary or
desirable, subject to approval of Landlord and all applicable municipal ordinances and
regulations with respect thereto.

13. DESTRUCTION OF PREMISES. It is hereby agreed that, in the event the
Premises are partially or totally damaged or destroyed by fire or other casualty, Landlord
has the option as to whether to rebuild or repair the same, and if the Landlord elects not
to rebuild or repair, this Lease shall terminate as of the date of the loss. In the event the
Landlord agrees to repair or rebuild, the rent payments shall abate only during the period
and to the extent the Premises are untenantable.

14. CONDEMNATION. It is hereby agreed that, in the event all or substantially
all of the Premises are taken by condemnation or eminent domain, this Lease shall
terminate as of the date of the taking, and Landlord shall be entitled to the full amount of
any award made with respect to such taking. In the event of only a partial taking of the
Premises, the rent payments shall abate during the period and to the extent the Premises
are untenantable.

15. ENTRY. Landlord shall, after reasonably notice, have the right to enter upon
the Premises for the purpose of inspecting and making those repairs and improvements
to the Premises specifically required under the terms of this Lease, and in the case of
emergency, provided that Landlord shall use all reasonably efforts to avoid interference
with the conduct of Tenant's business on the Premises.

16. DEFAULT AND RE-ENTRY. Tenant covenants and agrees with Landlord
that if default shall at any time be made by Tenant or its assigns in the payment of the
rent or any other monetary obligations when due to Landlord, as herein provided, and if
such default shall continue for a period of thirty (30) days after written notice thereof to
Tenant or if default shall be made in any of the other covenants, agreements, conditions
or undertakings herein contained to be kept, observed and performed by Tenant or its
assigns, and if such default shall continue for fifteen (15) days after written notice thereof
to Tenant, it shall and may be lawful for Landlord, at its election to (i) terminate this Lease,
without the necessity of re-entry, by giving written notice to Tenant, in which case
Landlord shall be entitled to damages caused by Tenant's default, or (ii) re-enter the
Premises and remove the Tenant and every other person occupying the Premises and
repossess and enjoy the Premises, and such re-entry and repossession shall not work a
forfeiture of the rentals and other monetary obligations to be paid and the covenants to be
performed by Tenant during the full term of this Lease. In either case, Landlord may, but
shall not be obligated to, release the Premises and Tenant shall be responsible for the
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expenses of such releasing. Tenant shall be entitled to a damage or rental off-set in the
amount of any releasing rental proceeds received by Landlord, net of all costs of the
releasing.

17. TENANT INDEMNITY. Tenant shall indemnify, defend and save Landlord
harmless form and against any and all claims, actions, damages, liability and expense,
including without limitation attorneys' fees, arising from or out of the occupancy or use by
Tenant of the Premises or any part thereof or any other part of Landlord's property, any
default under this Lease on the part of Tenant or any act by Tenant or its officers,
partners, agents, contractors, employees or guests.

18. SURRENDER UPON TERMINATION. Tenant covenants and agrees to and
with the Landiord that, upon the termination of this Lease by expiration of the term or in
any manner or for any cause, Tenant will at once surrender and deliver up to the Landlord
said Premises in as good condition as when the Tenant took possession, ordinary wear
and tear excepted.

19. CONTINUING OBLIGATIONS. Tenant shall remain obligated after the
termination of this Lease to pay those items relating to its use of the Premises throughout
the term, but which are not due and payable until after the termination of this Lease, such
as utility bills.

20. SUBORDINATION TO MORTGAGE. Tenant covenants and agrees that this
Lease is subject and subordinate to any mortgage or deed of trust which may now or
hereafter encumber the Premises, and to all renewals, modifications, consolidations,
replacements and extensions thereof. This clause shall be self-operative and no further
instrument of subordination need be requested by any mortgagee. As confirmation of
such subordination, however, Tenant shall at Landlord's request execute promptly any
appropriate certificate, instrument or other document that Landlord may request. In the
event of the enforcement by the trustee, mortgagee or the beneficiary under any such
mortgage or deed of trust of the remedies provided for by law or by such mortgage or
deed of trust, Tenant will, upon request of any person or party succeeding to the interest
of Landlord as a result of such enforcement, automatically become the tenant of and
attorn hereunder to such successor interest without changing the terms or other
provisions of this Lease. Tenant shall execute and deliver any instrument or instruments
confirming the attornment herein provided for. Notwithstanding any provision contained
herein, each of Tenant's obligations under this Section 20 is subject to the condition that
the holder of any mortgage or deed of trust shall provide to Tenant non-disturbance
agreements providing that Tenant's possession of the Premises under the terms of this
Lease will not be disturbed on account of such mortigage or deed of trust so long as
Tenant is not in default hereunder and continues to perform all of the covenants and
agreements to be performed by Tenant under this Lease.
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21.  NOTICE. If at any time it shall become necessary for one of the parties hereto to
serve any notice, demand or communication upon the other, it shall be in writing, sent by
registered or certified mail, postage prepaid, to:

a) if intended for Landlord shall be addressed to Landlord at: Community
Development Director, 227 South Front St., St. Peter, MN 56082

b) if intended for Tenant shall be addressed to Tenant at Alan Hertaus, 430
Ritt Street, St Peter, MN 56082

or any address Tenant and/or Landiord may desire. Any changes must be in
writing to the other party thirty (30) days prior to the change of address.

22. BENEFIT. Subject to Section 11 herein, this Lease shall inure to the benefit
and be binding upon the successors and assigns or the respective parties.

23. ENTIRE AGREEMENT. No oral statement or prior written matter shall have
any force and effect on the relationship of the parties hereto, and this document, unless
modified as hereinafter provided, constitutes the entire and only agreement between said
parties. This Lease shall not be modified or canceled except in writing signed by all
parties hereto.

24. PERSONAL PROPERTY. If previously occupied by another tenant, Landlord
shall be responsibie to remove any existing chattel, fixtures and equipment located in the
Premises, prior to Tenant's date of possession.

25. PARKING. Tenant shall be allowed to utilize the parking lot contiguous to the
Building on which the Premises are located in common with the other tenants in the
Building.

IN WITNESS WHEREOF, the parties have duly signed and sealed these presents,
the day and year first above written.

LANDLORD: Community Development Director TENANT: Alan R. Hertaus
5 A
By ‘,//7/%/%?/ J T B //évt// @/4 %
Mike Favre lan R. Hertaus S

Its President
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EXHIBIT B

OTHER TERMS AND CONDITIONS

26.Tenant’s Option to Purchase, :

a. As additional terms and conditions of this Lease, Landlord and
Tenant agree as follows: During the original and renewal term of this
Lease, Tenant shall have the option to purchase the Premises, including
without limitation the land, buildings and all improvements, for One Million
Two Hundred Thousand Dollars ($1,200,000.00).

b. Landlord shall have the right to attempt to sell the property to a third party,
subject to the following conditions:

i. Such right shall not be exercised until at least 14 months after the
commencement of this Lease as set forth in Section 2. Term;

ii. Landlord shall not sell the described property to a third party unless
it shall have first given a written notice to Tenant and allowing
Tenant a period of thirty (30) days after receipt of Landlords within
which to elect to exercise Tenant's rights under the Option to
Purchase, after which such option shall expire;

. iii. In the event that Landlord intends to sell the property to a third-
party for an amount less than One Million two Hundred Thousand
Dollars ($1,200,000.00), Tenant shall have the option to purchase
the property for that amount;

c. Inthe event that Tenant exercises this Option to Purchase, Tenant - shall
receive a rebate of the total base rent payments previously paid to
Landlord, as follows:

1. Sixty percent (60%) of payments made for the first 14
months

2. Fifty percent (50%) of payments made for months 15
through 27; and

3. Forty percent (40%) of payments made for months 28
through 36.

/ / /} . MQA%
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