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ANNUAL MEETING MINUTES
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88™ ANNUAL MEETING OF THE MEMBERSHIP OF STEARNS ELECTRIC ASSOCIATION

Melrose High School, Melrose, MN
April 3, 2025 | 7:00PM

The 88" Annual Meeting of Stearns Electric Association was held at Melrose High School in
Melrose, Minnesota, on Thursday, April 3, 2025, at 7:00 p.m.

Directors Greg Blaine, District 1; Arlyn Lawrenz, District 2; Michael Cramer, District 3; Randy
Rothstein, District 4; Jeff Koehler, District 5; Bob Niehaus, District 6; Scott Dirkes, District 7; Eric
Peterson, District 8; and Jerry Fries, District 9 were in attendance. Also present were CEO Matt
O'Shea, Attorney Scott Dymoke and Recording Secretary Chelsea Christen.

The Presentation of the Colors by the Melrose Color Guard took place, which was followed
by the Pledge of Allegiance.

President Peterson officially opened the meeting and asked for approval of the agenda. A
motion to accept the agenda as printed was made by Scott Andreason, seconded by Charles
Chirhart and carried.

President Peterson appointed Scott Dymoke to serve as Attorney and the Parliamentarian
along with Chelsea Christen as Recording Secretary.

President Peterson announced that balloting would close in five minutes and introduced
special guests in attendance.

President Peterson announced that a sufficient number of members were present to declare
a quorum. Larry Thompson made a motion, seconded by Mark Brauch to waive the reading of the
Notice of Meeting and the Affidavit of Mailing. Motion carried. President Peterson directed both the
Notice of the Meeting and the Affidavit of Mailing be attached to the minutes. A motion was made by
Steve Dudding and seconded by Gerry Berg to accept the 2024 minutes as presented. Motion
carried.

Attorney Dymoke introduced this year's candidates in districts 2, 3 and 6.

member driven. community focused. energy smart.
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FINANCIAL REPORT
President Peterson called on CEO Matt O'Shea to give the financial report. The balance sheet

and statement of operations were reviewed as printed in the 2024 Annual Report. A motion to
accept the financial report was made by Scott Andreason, seconded by Mark Brauch. Motion carried.

REPORT TO MEMBERS

CEO O'Shea, VP of Engineering & Operations John Harren and VP of Admin & Finance Vicky
Herkenhoff reported how the Cooperative is actively working to achieve our mission to safely
provide competitively priced and reliable electric service, beneficial energy solutions and a positive
member experience in the following ways:

e Industry Environment & Power Supply

o Energy industry continues to face regulatory, market and infrastructure challenges

o Minnesota mandate requires 100% carbon-free energy sales by 2040
* Power supplier approved to add 1,200 MW of wind and 200 MW of energy storage
* Natural gas identified as a potential future capacity option due to recent federal

changes

o Canadian energy tariffs discussed:
* Nearly 99% of power supply is U.S.-generated, minimizing tariff-related cost impacts

o Large load growth (e.g., data centers) presents planning and infrastructure cost
challenges

o Midwest grid operator announced a major multi-year transmission plan:
* Includes a 765 kV transmission line, the largest-capacity line planned in Minnesota

e Cost Pressures & Financial Management
o  Wholesale power remains the largest expense:
* 61.5% of Cooperative expenses in 2024 were for power purchases
o Inflation impacts persist:
* 43% increase in utility material costs since 2020 (lines, transformers, poles)
o Cooperative managing controllable costs through:
* Internal collaboration
* Maintenance programs
= (Contractor accountability

e Property Tax Legislation
o Minnesota Department of Revenue reinterpreted a 1939 statute in 2021, removing rural
electric cooperative tax exemptions
Financial impact to date exceeds $500,000
Cooperative appealed 2023 and 2024 valuations; no settlement yet
Legal proceedings paused until completion of the 2025 legislative session
Cooperative remains optimistic legislative clarification will restore exemptions

O O O O

e Reliability & System Investment
o Ongoing focus on reliable electric service
o Four-year construction work plan guides system investment
* 2024 investments totaled $6.6 million, including:
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e 296 new services
e 157 pole replacements
e 56 miles of new power line
o Continued emphasis on inspections and preventative maintenance

e Right-of-Way (ROW) & Outage Prevention

o Aggressive ROW vegetation management significantly improved reliability

o Trees are no longer the leading cause of outages

o ROW program includes:
* (learing 15 feet on each side of power lines
* Removing danger trees and diseased trees (e.g., Emerald Ash Borer)

o Despite four major storms affecting nearly 6,000 members, overall reliability remained
high:
* 99.98% system uptime in 2024

e Energy Solutions & Innovation
o Load control programs (Dual Fuel, Stored Water Heating, Interruptible):
* Reduce peak demand and help control rates
* Dual Fuel participants saved over 2 million kWh in 2024
Energy efficiency programs continue
Demand Response Unit (DRU) upgrades ongoing:
* Delays due to manufacturer recalls
* (Cooperative continues working with members and vendors
o Innovative Energy Forum:
* Hosted 230+ members in 2024
* Eventtoreturnin 2026

e Safety Performance & Public Safety
o Safety reaffirmed as a core value
o 1 million miles driven without an incident in 2024
o Near-miss incident involving downed energized lines highlighted:
* Noinjuries occurred
* (Cooperative shared lessons learned with 500+ first responders statewide
o Ongoing public safety initiatives:
* Energy Education programs
* Safety communications via publications and website

e Cybersecurity & Data Protection
o Enhanced cybersecurity measures implemented:
*= Secure Pay by Phone updates
* Multi-factor authentication
* New firewall hardware
o Backup and disaster recovery strengthened with on-premise and cloud storage systems

e Member Experience & Strategic Planning
o New strategic plan approved by Board in September, focused on:
*  Workforce & talent
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* (Cybersecurity & technology

* Energy management solutions
* Rate structure opportunities

* Facilities

© Member engagement:
* Annual surveys plus comprehensive survey every three years
*= 482 members participated in 2024 survey, informing strategic planning

e Governance, Education & Workforce
o Commitment to employee training and member-focused culture
o Introduced Board Focused Sessions in 2024:
* Three committees: Financial; Reliability & Safety; Member & Employee
* Small-group sessions encourage engagement and in-depth discussion

e Cooperative Principles & Capital Credits
o Capital Credits distributed:
* $2.2 million returned to members in 2024
o Cooperative principles demonstrated through:
* International electrification project in Guatemala
* Storm restoration support in South Carolina and Florida
* Community programs (Operation Round Up, Youth Tour, scholarships, education)

e New Operations Center & Headquarters

o Project progress reviewed:
= QOver 50% complete by end of 2024
* On budget and on schedule for late summer move-in
Key milestones achieved (groundbreaking, panels, roofing, framing)
Video update shared with members

o Facility designed for:
= Safety
* Efficiency
*  Future growth
Current facility planned for lease; Board to prioritize next steps
Member open house planned following move-in, tentatively during Co-op Month
(October)

BUSINESS MEETING
Attorney Scott Dymoke opened the business meeting stating that the purpose of the annual
meeting was to give members an opportunity to ask questions by calling in or coming forward.

UNFINISHED BUSINESS
Scott Andreason stated concerns with the process in which term limits were removed from
the Bylaws and that he would like to see discussion on the pros and cons of reinstating term limits.
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NEW BUSINESS
Attorney Dymoke called for any new business. Steve Dudding raised multiple questions
including:
e Board Meeting Minutes Availability
o Whether the minutes printed in Power Connection are the full Board meeting minutes
and if not, whether the full minutes are available to members. Attorney Dymoke
responded that the minutes published are summaries of the full Board meeting minutes
and if a member would like to see the full minutes, they are welcome to visit the
Cooperative office and request them.
e Voting Procedures
o Does the Board conduct roll call votes for every vote, and if not, why? Attorney Dymoke
responded with roll call votes are not conducted for every vote. If there is disagreement,
a roll call vote is taken. Otherwise, unanimous votes are noted as such in the minutes.
e Director Representation
o What is the range of members per director was questioned. Attorney Dymoke stated
that approximately 2,000 to 5,000 members per director/district. Per the Bylaws and
Minnesota law, redistricting is required when the Cooperative reaches 35,000 members.
As membership approaches this threshold, the Board is aware and will begin discussions
to ensure any changes are implemented prior to reaching 35,000 members.
e Board Structure
o The question of the possibility of having three at-large directors was noted for
consideration and discussion.
e Battery Energy Storage
o Question was raised if Battery Energy Storage is still being considered as a potential
energy solution. CEO O'Shea noted that yes, our power supplier has a pilot program
involving semi-trailer-sized battery energy storage. The project is expected to either
begin at the end of 2025 or be in production by that time. Other power suppliers are also
testing battery storage at much larger scales.

Judy Hanson brought forward questions regarding solar energy:
e New Facility and Parking Areas

o Questioned whether solar panels will be installed on the roof of the new facility and has
solar over parking lots been considered as an alternative to using farmland. CEO O'Shea
responded with rooftop solar was evaluated; however, the cost of additional roof
supports and snow load requirements outweighed the benefits. Land near the new
facility may be considered for future solar installation. Solar panels over parking lots are
not currently in demand within the service territory, though our power supplier has been
testing and utilizing these solutions elsewhere.

Hearing no further questions, the new business portion of the meeting was closed.

ELECTION REPORT AND RESULTS:
Joe Borgerding, lead election teller, came forward and reported the election results.

A total of 1,189 ballots were cast with 42 ballots found to be ineligible.

The results for a three-year term were as follows:
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District 2: Mark Berg-Arnold 106
Steve Johnson 127
Paul Tomasek 202
Steven Wruck 102
Write In 0

District 3: Michael Cramer 408
Write In 9

District 6: Robert Niehaus 222
Write In 2

Lead election teller Borgerding presented the Certification of the Election Tellers, which is
attached to these minutes and made a part thereof.

Attorney Dymoke introduced the elected directors.

There being no further business to conduct, a motion was made by Don Breth and seconded
by Bernie Imholte to adjourn the meeting. Motion carried. The meeting adjourned at 8:06 p.m.

ATTEST:

Eric Peterson, President Michael D. Cramer, Secretary/Treasurer

Chelsea Christen, Recording Secretary



