PROPOSED ZAVORAL MINE AND RECLAMATION PROJECT
ENVIRONMENTAL IMPACT STATEMENT

PAYMENT AND REIMBURSEMENT AGREEMENT

This Payment And Reimbursement Agreement hereinafter referred to as the “Agreement” is made
and entered into this 18" day of August, 2009, by and between Tiller Corporation, a Minnesota
corporation, hereinafter referred to as “Tiller,” and the City of Scandia, a body politic of the State of
Minnesota, hereinafter referred to as the “City.”

WITNESSETH:

WHEREAS, Tiller has applied to the City of Scandia to mine and reclaim portions of the Zavoral
property located within the City of Scandia, legally described in Exhibit A to this agreement; and

WHEREAS, the City has determined that prior to the granting of any conditional use permit and
annual operating permits for the proposed sand and gravel mine operation in the City, the
environmental and other impacts of mining activities must be studied; and

WHEREAS, the first step in this study process was the preparation of an Environmental Assessment
Worksheet (EAW) as required by the Minnesota Environmental Policy Act and the Minnesota
Environmental Review Program, and the City was the Responsible Governmental Unit (RGU) for the
EAW; and

WHEREAS, the City concluded in the Findings of Fact and Record of Decision for the EAW on
March 3, 2009 that an Environmental Impact Statement (EIS) is needed to determine the project’s
potential for significant impacts; and

WHEREAS, the City approved a Scoping Document for the Zavoral Mine and Reclamation Project
EIS on April 21, 2009; and

WHEREAS, the City will not proceed with the preparation of the EIS until Tiller has agreed and
committed to pay for the preparation of the EIS; and

WHEREAS, itis in Tiller’s best interest that the preparation of this EIS for the Zavoral Mining and
Reclamation Project proceed as quickly and expeditiously as possible ; and

WHEREAS, the City proposes to contract out for planning and engineering services leading to
completion of an the EIS, and

WHEREAS, Tiller and the City desire to complete the EIS before September 30, 2010 and have
agreed to proceed with the EIS;

NOW, THEREFORE, it is mutually agreed as follows:



ARTICLE | -COST PARTICIPATION

Tiller shall make payments to the City in advance for the full costs of staff administrative and city
consultant costs to review and work with the consultant for the planning and engineering services to
be performed in the preparation of the Proposed Zavoral Mine and Reclamation Project EIS.
Planning, consulting and engineering services to prepare the EIS will include, among other things:
gathering and analysis of data required to complete the EIS as described in the Final Scoping
Document and consultant contract; preparation of a draft EIS; the public and agency involvement
process; review of the draft EIS for compliance with state and federal rules and clarity; preparation of
answers to questions or comments raised at the public meetings held concerning the EIS and
administration necessary to the complete the final EIS.

ARTICLE Il -PAYMENT AND REIMBURSEMENT

Section A. Determination of Costs

It is contemplated that all of the required planning, consulting and engineering services will be
performed under City service contracts on a fee basis. City costs will be those actually incurred,
including staff time, consistent with Minnesota Rules 44160.6200.

Section B. Reimbursement Method

Tiller shall pay to the City $150,000.00 on the date of the execution of this Payment and
Reimbursement Agreement. This $150,000.00 and additional payments to be made will be deposited
and accounted for separately from all other City accounts and shall be used only for the purpose of
paying for City costs, planning, consulting and engineering services related to the preparation of the
EIS.

Upon receipt of invoices for services rendered in preparation of the EIS, the City will reimburse itself
from the deposit made by Tiller. Tiller will be provided with copies of invoices or other
documentation as may be appropriate to document the use of the deposited funds, on approximately
the 15™ of each month. When expenditures from the initial account and any additional incremental
payments cause the account to be drawn below the sum of $20,000.00, the City will notify Tiller that
an additional incremental payment is required. Tiller will make additional payments to the City
within 15 days following receipt by Tiller of notice from the City. The amount of additional
incremental payments will be $50,000.00 each. If Tiller does not make a payment, the City has the
right to suspend services of the consultant until funds are received. Tiller agrees to be responsible for
any time limits under MEPA or other law during the period of suspension, or any additional costs that
might be incurred due to the suspension.

Section C. Final Payment

Upon completion and acceptance of the services by the City, and preparation of a final invoice, the
City shall compute the amount due over and above what remains in the account. Tiller shall pay to
the City the additional costs within 30 days of receiving the final invoice. If there is a balance in the
account, then the City shall pay Tiller the remaining funds within 30 days.



ARTICLE Il - TERMINATION

It is agreed by and between the City and Tiller that the EIS process may be terminated at the sole
discretion of Tiller provided the payment and reimbursement obligations of Tiller, as specified in
Articles | & Il above, are met. Any such termination does not negate Tiller’s obligation to reimburse
the City for any costs incurred to date by the third-party consultant and all City costs, including staff
and City consultant costs and costs to close out the third-party contract.

IN TESTIMONY WHEREOF the parties have duly executed this agreement by their duly
authorized officers.

RESOLVED FURTHER, that for the sake of convenience these resolutions may be executed in two
or more counterparts, which together shall constitute one instrument.

CITY OF SCANDIA TILLER CORPORATION, INC.
By: By:

Dennis Seefeldt

Mayor Its:

City of Scandia

By:

Anne Hurlburt
City Administrator
City of Scandia



