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02/21/05 f REVISOR J KLL/SA 05-2930 

Senator Wergin introduced--

S.F. No.1179: Referred to the Committee on Finance. 

1 A bill for an act 

2 relating to education; appropriating money for the 
3 geothermal system for a cooperative joint community 
4 learning center and health and wellness center in 
5 Onamia. 

6 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

7 Section 1. [APPROPRIATIONS; ONAMIA.] 

8 (a) $600,000 is appropriated in fiscal year 2006 from the 

9 general fund to Independent School District No. 480, Onamia, for 

10 permanent financing for a geothermal heating and ventilation 

11 system including acquisition of the well field site for the 

12 cooperative joint community learning center and health and 

13 wellness center. 

14 (b) Up to $300,000 is appropriated in fiscal year 2006 from 

15 the energy and conservation account in the general fund under 

16 Minnesota Statutes, section 216B.241, subdivision 2a, to the 

17 commissioner of commerce for a grant to Independent School 

18 District No. 480, Onamia, for partial repayment of a loan to the 

19 city of Onamia for a geothermal heating and ventilation system, 

20 including acquisition of the well field site, for a cooperative 

21 joint community learning center and health and wellness center. 

22 The city and school district shall offer the design and the 

23 facilities as a demonstration site for energy conservation and 

24 efficiency. 
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1 A bill for an act 

2 relating to appropriations; appropriating money for 
3 the geothermal system for a cooperative joint 
4 community learning center and health and wellness 
5 center in Onamia. 

6 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

7 Section 1. [APPROPRIATION.] 

8 $300,000, or as much of this amount as is required, is 

9 appropriated in fiscal year 2006 from the energy and 

10 conservation account in the general fund under section 216B.241, 

11 subdivision 2a, to the commissioner of commerce for a grant to 

12 Independent School District No. 480, Onamia, for partial 

13 repayment o~ a loan to the city of Onamia for a geothermal 

14 heating and ventilation system, including acquisition of the 

15 well field site, for a cooperative joint community learning 

16 center and health and wellness center. The city and school 

17 district shall offer the design and the facilities as a 

18 demonstration site for energy conservation and efficiency. 

1 





Onamia Public Schools, ISD #480, serves a resident population of 5,379 in East Central 
Minnesota encompassing 188,000 acres on the shores of Lake Mille Lacs. The per capita income in 
1999 was $15,887.00 with a median household income $31,461.00. 1,290 of our 2, 111 households 
at or below the federal poverty level. We have an 19.3 % minority population. (please see attached 
map) 

We have a total school population of 850 students, 
The district provides a free and public edu

cation for its pre-K through 12 population, the Mme Lacs Academy for adolescent sexual offenders, 
and the Guy Kokesh Alternative Learning Center. 

The Onamia School Board determined that community outreach was critical to the mission of 
the school district in order to adequately serve the educational needs of its residents and overcoming 
poverty. It was determined that an off-site facility which would house the 

, the . , and the program 
would be the most effective way of meeting those educational needs. Lack of space in the K-12 
facility coupled with the easy access of a downtown site fueled the need for another facility. 
Accessibility for senior citizens was another important concern. 

Once the school district began to plan its CLC, the City of Onamia sought to partner with us in 
order to build a health and fitness facility on the same site downtown. Through the generous help of 
the Onamia Lions Club, the city believed it could provide a building which would not only serve as a 
health and fitness facility but could also host the community theater, business fairs, and community 
~"cial events. The city planned to put up the building and then turn its operation over to the school 

.rict. 

As planning progressed, the city agreed to provide the water and sewer utilities for both build
ings. The school district provided the land for both facilities as well as access and parking. Further, 
the school and city agreed to locate the outdoor ice skating rink at the same site. Both entities came 
together to form an oversight committee of school board members and city council members. 
(please see attached site plan) 



The two facilities will pay dividends far beyond the district boundaries. Until their construction, 
f was no adequate public training or meeting facilities in the area. We anticipate both buildings 
w111 oe used to host regional MNDOT, DNR, and other state government public hearings and/or 
meetings. The regional hospital plans on utilizing our classrooms, computers, and technology for 
employee training, and local businesses have expressed an interest in employee training also. We 
plan on having county and state services utilize the facilities as a satellite center to serve the area 
population. We will house the Mille Lacs Area Community Development Corporation office, and we 
plan to use our community education program to host and hold small business development classes, 
seminars, and informational meetings. Further, it is our intention to expand our strong commitment 
to providing community college classes by making the facility available to Central Lakes College of 
Brainerd. The centers will provide the means for many to pull themselves out of poverty through 
achieving a high school diploma and learning important job skills and training. 

In 1992, Onamia Public Schools was one of the first districts in the state to incorporate a geo
thermal well system and heat pumps into a school facility. This in turn led to two area businesses 
also incorporating gee-thermal systems into their facilities because the school district demonstrated 
tb~:t. such a system was viable for larger buildings. The energy savings for school district residents 

J1e past 12 years has been remarkable. 

As the district already enjoyed a successful geo-thermal system, we felt that the two new cen
ters should also incorporate such a heating and cooling system. The cost benefit for local taxpayers 
over the life of the the buildings would be enormous. Our engineering firm calculated a "payback" of 
just under ten years for such a system, so we decided to go forward with the planning. 

The district had high hopes that the governor's proposal for the 2004 Bonding Bill, entitled 
Cooperative Local Facilities Grants, would be a great way to provide funding for the geo-thermal 
system. Our cooperative plan with the city fit perfectly with Admin Minnesota's selection parameters 
under the governor's proposal, including intergovernmental collaboration, cost savings, service 
improvements, measures of success, compatibility with local plans, and leveraging resources. 
(see attached copy of Admin Minnesota's brochure) 

Unfortunately, neither the governor's proposal or, for that matter, any of the 2004 Bonding Bill 
1 approved by the legislature. As we were committed to a construction schedule and had already 

bvcured nearly $1.2m through a lease levy authority, we made the conscious decision to continue as 
too much was at stake for the community and the collaboration to stop. We reasoned that there 
must be another grant program "out there" which would reward both the strong collaborative effort 
and the ecological benefits of the geo-thermal program. Until we found such a program, the school 
district would pay for the geo-thermal system out of its capital outlay fund, even though it would take 
every dollar we had to get it done. Further, the city bonded for an additional $120,000.00 as a stop
gap measure to finish the project. (see attached letter to Rep.Sondra Erickson, dated December 6, 
2004, for specifics) 



We applied everywhere we could think of for assistance. We tried the Minnesota Department 
of Commerce for an energy grant or energy investment loan and were turned down as we did not fit 
t 1arameters of that program. We applied to our local energy cooperative as well as Great Rivers 
Energy and Excel Energy in order to exchange "clean energy credits" for funding, but were turned 
down. We looked to the USDA Rural Development Program and did not meet the parameters there 
either. 

The two centers are the result of a strong collaboration between the city and the school dis
trict to improve the lives of residents not only in town and in the district, but for citizens of the entire 
region. We are an economically disadvantaged area with a population which needs help to raise 
itself up from poverty. 

The geo-thermal system is an environmentally friendly, cost-efficient way of heating and cool
ing the building. It will save thousands of tax payer dollars over the 50 plus year life span of the two 
facilities. 

All other known avenues of funding have been explored without success. The school district 
1;~~. no capital outlay or reserve in case of an emergency facilities repair. The district has been fru
~ .md efficient in its overall spending. The two facilities were built for the greatest impact for the 
fewest dollars expended. 

Well field drilling and installation 
Heat pumps and ventilation system, learning center 
Heat pumps and ventilation system, health & wellness center 
Well field site acquisition 
Electrical, design, commissioning of systems 

Total 

$176,000.00 
220,000.00 
124,000.00 

78,000.00 
6.000.00 

$604,000.00 

We respectfully request that the Minnesota Legislature include our request for $600,000.00 for 
appropriation to help pay for the geo-thermal heating and cooling costs associated with this collabo
rative effort. 
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December 6, 2004 

Senator Betsy Wergin 
125 State Office Building 
100 MLK Jr Blvd. 
St. Paul, MN 55155-1206 

Dear Senator Wergin: 

This is a request for funding help in reference to a cooperative venture between 
the City of Onamia, the Onamia Lions Club, and the School District of Onamia to create 
a joint community learning and health and wellness centers. We are quite proud of our 
new centers, and we hope that the State of Minnesota will help us specifically with the 
construction of a geo-thermal well field heating and cooling system which will serve both 
centers through the State bonding bill or special legislation. 

We believe this inter-governmental cooperation is somewhat unique in the state 
and is absolutely a first in Mille Lacs County. In order to build the two facilities, both the 
school district and the city made cooperative agreements to get the project done. The 
school district acquired property adjacent to the proposed facilities. The city donated 
infrastructure improvements including sewer and water. The school district sold the city 
land for $1.00 on which to build the health and wellness center, and the city sold the 
school district land on which to complete the well field system. Additionally, an inter
governmental oversight board has been established to coordinate the wants and needs of 
both entities for these centers. Further, the city served as the fiscal host for the Onamia 
Lions Club in order to help provide funding for the health and wellness center. The city 
also coordinated the design and construction of the health and wellness center to its 
completion. 

The school district believes the use of a geo-thermal well system to heat and cool 
both buildings has the greatest benefit for the local taxpayer over the life of the two 
buildings. While construction costs for such a system are somewhat higher than 
conventional systems, the efficiency of such a system has a conservation "pay back" of 
less than ten years in energy costs when compared to conventional HV AC systems. As 
the school district has direct experience in utilizing a geo-thermal system for the past 12 
years at its elementary school and has realized direct yearly operational savings because 
of this system, the school district believes any new construction should also include the 
use of geo-thermal well fields in order to reduce both operational costs and demonstrate 
responsible use of natural resources. 



The school district financed the $1. lm construction of the learning center through 
the lease levy process. This center is approximately 10,000 square feet and houses the 
district's alternative learning center, early childhood family education, and community 
education. The city used donations from the Onamia Lions Club and its capital outlay 
fund to build the health and wellness center for $415,000.00. This center is approximately 
10,000 square feet and will house a large exercise equipment room, a large group 
exercise room, and indoor recreation space. 

Temporary financing for the geo-thermal system has been accomplished using the 
school district's unreserved capital outlay accounts and the city's bonding authority. In 
the case of the city, the school district agreed to make repayments on the sale of bonds 
beginning in 2005. Both the school district and the city were hopeful that the 2004 
bonding bill would include help for the geo-thermal system under the governor's joint
govemment cooperation funding. As the bonding bill did not pass, we are once again 
asking for help to pay for the geo-thermal system. Alternatively, special legislation 
which promotes both inter-governmental cooperative efforts and the use of 
environmentally sound energy systems would be greatly appreciated. 

Geo-Thermal Cost breakdown 

Well field drilling and installation 
Heat pumps and ventilation system, learning center 
Heat pumps and ventilation system, health & wellness center 
Well field site acquisition 
Electrical, design, commissioning of systems 

Total 

$176,000.00 
220,000.00 
124,000.00 
78,000.00 

6,000.00 
$604,000.00 

We are extremely pleased with the facilities and are excited about the positive 
impact they will have on the lives of school district and city residents in a rural setting in 
central Minnesota. We will be able to provide important services which have been 
heretofore unavailable in this community. 

If you have any questions or need further information, please do not hesitate to 
contact me. Again, thank you for your help in this very important matter. 

Sincer\~ 

~A.Varner ~rintendent of Schools 



Office of the Superintendent 
Onamia Public Schools 

35465 125th A venue, Onamia, MN 56359 
320-532-4174, ext. 301 jvamer@onamia.kl2.mn.us 

July 22, 2004 

Senator Betsy Wergin 
125 State Office Building 
100 MLK Jr Blvd. 
St. Paul, MN 55155-1206 

Dear Senator Wergin: 

I am writing to you in regard to our Community Learning Center and Community 
Recreation Center facilities now under construction in Onamia. Work is progressing well, and I 
hope if you are in the area you will drive by to see the progress. The complex is by our bus 
garage where 125th Ave meets Highway 27 (Main Street). There is strong community interest in 
the project, and we are looking forward to a completion date just before Christmas of this year. 

The City of Onamia and the School District of Onamia are "shoulder-to-shoulder" with 
this project, demonstrating a local government cooperation that has not really existed here in the 
past. Both the school board and the city council are committed to the facilities, yet we are still 
falling short of funding for the overall project. 

The shortfall is in the geothermal heating and cooling system. You may recall that the 
two buildings will share a common well field through a manifold system in order to keep energy 
costs low during the expected fifty year lives of the two buildings. I believe we are doing the 
responsible thing for the taxpayers of our community and district with the installation of this 
system. However, there is temptation among several council and board members to revert back 
to conventional heating and cooling in order to cut costs. While the short-term construction 
savings would help the bottom line, running conventional gas furnaces and electric air 
conditioners would be financially irresponsible over the lifetimes of these facilities. We find 
ourselves about $500,000.00 short in the completion of the project, or about the approximate 
cost of the complete geo thermal system. 

I have exhausted every lead I have found for energy grants, credits, "clean air" credits, 
and State Department of Commerce programs. I have even offered grant writers and industry 
insiders commissions for finding funding streams and opportunities, all to no avail. What I do 
not understand is the lack of availability of financial help for such a great project. Two local 
government entities in a poor, rural setting are trying to work together to meet the needs of 
children and adults alike with this project, yet I can't find any help. 



The City of Onamia has committed over $450,000.00 to help fund this project and is 
furnishing the sewer and water infrastructure for both facilities. The School District of Onamia 
,uas sold $1.1 million in lease levy notes to fund the project and is wiping out its capital outlay 
. unds to create a great learning facility for all ages in downtown Onamia. 

If you can help the school district and the city with our efforts, it would be greatly 
appreciated. I understand the governor's bonding bill was not acted upon during the regular 
session, and if there is a way to include our geothermal needs in any bonding bill upcoming, 
that would be wonderful. If you have any ideas for getting us assistance which could happen 
during any special session coming up, that would also be a real help to us. Alternatively, we 
would be grateful for assistance during the next legislative session in 2005 if possible. 

Sondra, we are working hard up here and have been a fiscally responsible school district 
when others have not. We need your help to complete this project Please let me know if you 
need further information in order to assist us. I have sent a similar letter to Representative 
Erickson. 

Sincere!~ 

~-"Varner 
Cc: Dean Benson, School Board Chair, Larry Milton, Mayor 
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State of Minnesota 

S.F. No. 1921- Geothermal Energy Incentive 

Author: Senator Gary W. Kubly 
. ~ 

Prepared by: Matthew S. Grosser, Senate Research ( 651/296-1890) ~ 
Date: March 31, 2005 

Section 1 requires each public utility to offer a minimum one-time incentive to each of its customers 
in the amount of $200 per ton* of geothermal heating and cooling equipment purchased after June 
30, 2005. This section also requires each public utility inform its customers four times per year of 
the incentive as well as the energy savings and emissions reductions related to geothermal energy. 

Section 2 exempts geothermal heating and cooling equipment from general sales and use taxes. 

*Note: a ton is a measure of heating/cooling capacity roughly equivalent to 12,000BTU. 
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02/18/05 [REVISOR ] RR/JK 05-2365 

Senators Kubly and Marty introduced--

S.F. No. 1921: Referred to the Committee on Jobs, Energy and Community Development. 

1 A bill for an act 

2 relating to utilities; establishing geothermal energy 
3 incentives; amending Minnesota Statutes 2004, section 
4 297A.67, by adding a subdivision; proposing-coding for 
5 new law in Minnesota Statutes, chapter 216B. 

6 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

7 Section 1. [216B.2426] [GEOTHERMAL INCENTIVE.] 

8 Subdivision 1. [CREDIT.] Each public utility, as defined 

9 in section 216B.02, shall offer each of its customers a minimum 

10 onetime credit of $200 per ton for geothermal heating and 

11 cooling equipment purchased after June 30, 2005. For purposes 

12 of this section, "ton" is a term used by the heating and cooling 

13 industry referring to the cooling power of a ton of ice. 

14 Subd. 2. [QUARTERLY NOTICE.] Each public utility shall 

15 inform its customers four times per year (1) that geothermal 

16 energy can substantially reduce their heating bills and carbon 

17 dioxide emissions and (2) that the incentive to purchase 

18 geothermal heating and cooling equipment is available under this 

19 section and a sales tax credit is available under section 

20 297A.67, subdivision 32, when geothermal equipment is purchased. 

21 [EFFECTIVE DATE.] This section is effective for sales, 

22 purchases, and installations occurring on and after July 1, 2005. 

23 Sec. 2. Minnesota Statutes 2002, section 297A.67, is 

24 amended by adding a subdivision to read: 

25 Subd. 32. [GEOTHERMAL EQUIPMENT.] The loop field 

Section 2 1 



02/18/05 [REVISOR ] RR/JK 05-2365 

1 collection system, the heat pump, and charges for installation 

2 of geothermal heating and cooling systems are exempt. 

3 [EFFECTIVE DATE.] This section is effective for sales, 

4 purchases, and installations occurring on and after July 1, 2005. 

2 
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S.F. No. 2028 - Soy~Diesel Generators 

Senate 
State of Minnesota 

Author: Senator Gary W. Kubly 

Prepared by: Matthew S. Grosser, Senate Research (6511296-1890} J:f 
Date: March 31, 2005 

The bill. appropriates $150,000 from the renewable energy development account to the Public 
Utilities Commission to be disbursed as grants over a three~yearperiod to Minnesota resident-owners 
of wind energy conversion facilities of one megawatt or less of nameplate capacity to finance 
soy-diesel fueled generators to provide back-up power. The bill defines soy-diesel as a renewable, 
biodegradable, mono alkyl ester combustible liquid fuel-derived from agricultural plant oils meeting 
ASTM specifications. 

MG:dv 



03/24/05 [REVISOR ] RR/VM 05-3687 

1 A bill for an act 

2 relating to energy; appropriating money for soy-diesel 
3 fueled generators as backup for wind energy conversion 
4 systems. 

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

6 Section 1. [APPROPRIATION; RENEWABLE DEVELOPMENT GRANT.] 

7 Notwithstanding any contrary provision of Minnesota 

8 Statutes, section 116C.779, $150,000 is appropriated to the 

9 Public Utilities Commission from the renewable development 

10 account established under Minnesota Statutes, section 116C.779. 

11 The commission shall disburse the money over three fiscal years 

12 as grants to an applicant meeting the requirements of Minnesota 

13 Statutes, section 216C.41, subdivision 1, paragraph (c), clause 

14 (2) (i), for a project that uses a soy-diesel generator to 

15 provide backup power for a wind energy conversion system of one 

16 megawatt or less of nameplate capacity. The commission shall 

17 disburse up to $50,000 of the grant each of the next three 

18 fiscal years beginning July 1, 2005. 

19 For the purpose of this section, "soy-diesel" means a 

20 renewable, biodegradable, mono alkyl ester combustible liquid 

21 fuel derived from agricultural plant oils_ that meets American 

22 Society for Testing and Materials Specification D6751-02 for 

23 Biodiesel Fuel (BlOO) Blend Stock for Distillate Fuels. This 

24 section only applies if the entity receives qualifying 

25 applications. 

1 



Senate Counsel, Research, 
and Fiscal Analysis 

G-17 STATE CAPITOL 

75 REV. DR. MARTIN LUTHER KING, JR. BLVD. 

ST. PAUL, MN 55155-1606 
(651) 296-4791 

FAX: (651) 296-7747 

Jo ANNE ZOFF SELLNER 

DIRECTOR 

S.F. No. 1687 - Renewable Energy Standard 

Author: Senator Ellen R. Anderson 

Senate 
State of Minnesota 

Prepared by: Matthew S. Grosser, Senate Research (6511296-1890) 
·~ 

Date: March 18, 2005 

The bill reduces the renewable energy objective in Minnesota Statutes from ten percent in 
2015 to five percent in 2010, and establishes a renewable energy standard thereafter such that by 
201 J each electric utility must generate ten percent of the utility's total retail electric sales from an 
eligible energy technology, increasing to 15 percent in 2015 and 20 percent in 2020. The bill deletes 
language that required Xcel Energy to meet the renewable energy objective and adds language giving 
the Public Utilities Commission authority to enforce compliance with the renewable energy standard 
contained in the bill. The bill also makes conforming changes to include the standard in the 
renewable energy tradable credit program ~nd the reporting requirements to show compliance with 
the standards. 
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Senators Anderson, Kubly, Metzen, Rosen and Frederickson introduced--

S.F. No.1687: Referred to the Committee on Jobs, Energy and Community Development. 

1 A bill for an act 

2 relating to energy; requiring utilities to meet 
3 certain renewable energy standards; amending Minnesota 
4 Statutes 2004, section 216B.1691. 

5 BE IT.ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

6 Section 1. Minnesota Statutes 2004, section 216B.1691, is 

7 amended to read: 

8 216B.1691 [RENEWABLE ENERGY STANDARDS AND OBJECTIVES.] 

9 Subdivision 1. [DEFINITIONS.] (a) Unless otherwise 

10 specified in law, "eligible energy technology" means an energy 

11 technology that: 

12 (1) generates electricity from the following renewable 

13 energy sources: solar; wind; hydroelectric with a capacity of 

14 less than 60 megawatts; hydrogen, provided that after January 1, 

15 2010, the hydrogen must be generated from the reso~rces listed 

16 in this clause; or biomass, which includes an energy recovery 

17 facility used to capture the heat.value of mixed municipal solid 

18 waste or refuse-derived fuel from mixed municipal solid waste as 

19 a primary fuel; and 

20 (2) was not mandated ·by Laws 1994, chapter 641, or by 

21 commission order issued pursuant to that chapter prior to August 

22 1, 2001. 

23 (b) "Electric utility" means a public utility providing 

24 electric service, a generation and transmission cooperative 

25 electric association, or a municipal power agency. 
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1 (c) "Total retail electric sales" means the kilowatt-hours 

2 of electricity sold in a year by an electric utility to retail 

3 customers of the electric utility or to a distribution utility 

4 for distribution to the retail customers of the distribution 

5 utility. 

6 Subd. 2. [ELIGIBLE ENERGY OBJECTIVES.] (a) Each electric 

7 utility shall mak~ a good faith effort to generate or procure 

8 sufficient electricity generated by an eligible energy 

9 technology to provide its retail consumers, or the retail 

10 customers of a distribution utility to which the electric 

11 utility provides wholesale electric service, so that: 

12 (1) commencing in 2005, at least one percent of the 

13 electric utility's .total retail electric sales is generated by 

14 eligible energy technologies; 

15 (2) the amount provided under clause (1) is increased by 

16 one percent of the utility's total retail electric sales each 

17 year until %0x5 2010; and 

18 (3) ~en five percent of the electric energy provided to 

19 retail customers in Minnesota by 2010 is generated by eligible 

20 energy technologies. 

21 (b) Of the eligible energy t~chnology generation required 

22 under paragraph (a), clauses ( 1) and ( 2), not less .than O. 5 

23 percent of the energy must be generated by biomass energy 

24 technologies, including an energy recovery facility used to 

25 .capture the heat value of mixed municipal solid waste or 

26 refuse-derived fuel from mixed municipal solid waste as a 

27 primary fuel, by 2005. By 2010, one percent of the eligible 

28 technology generation required under paragraph (a), clauses (1) 

29 and (2), shall be generated by biomass energy technologies. An 

30 energy recovery facility used to capture the heat value of mixed 

31 municipal solid waste or refuse-derived fuel from mixed 

32 municipal solid waste, with a power sales agreement in effect as 

33 of May 29, 2003, that terminates after December 31, 2010, does 

34 not qualify as an eligible energy technology unless the 

35 agreement provides for rate adjustment in the event the facility 

36 qualifies as a renewable energy source. 
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1 Subd. 2a. [ELIGIBLE ENERGY STANDARD.] Each electric 

2 utility shall generate or procure sufficient electricity 

3 generated by an eligible energy technology to provide its retail 

4 customers, or the retail customers of a distribution utility to 

5 which the electric utility provides wholesale electric service, 

6 so that at least the following percentages of the electric 

7 utility's total retail electric sales is generated by eligible 

8 energy technologies by the end of the year indicated: 

9 Jll 2013 ten percent 

10 ~ 20.15 15 percent 

11 J.lJ_ 2020 20 percent 

12 To be counted toward satisfying the standard, energy must 

13 be generated by a facility ori~inally placed in service after 

14 January 1, 1975. The commission may delay or modify the 

15 standard for an electric utility if it finds that compliance 

16 with a standard will jeopardize the reliability of the electric 

17 system in a way not consistent with the public interest when 

18 weighing the benefits of renewable energy. The standard is both 

19 an individual electric utility standard and a statewide standard 

20 so that by the end of 2020 at least 20 percent of the electric 

21 energy provided to retail customers in Minnesota is generated by 

22 eligible energy technologies. 

23 tet Subd. 2b. [COMMISSION ORDER.] By June 1, 2004, and as 

24 needed thereafter, the commission shall issue an order detailing 

25 the criteria and standards by which it will measure an electric 

26 utility's efforts to meet the renewable energy objectives and 

27 standards of this section to determine whether the utility is 

28 making the required good faith effort and is meeting the 

29 standards. In this order, the commission shall include criteria 

30 and standards that protect against undesirable impacts on the 

31 reliability of the utility's system and economic impacts on the 

32 utility's ratepayers and that consider technical feasibility. 

33 fdt-zn-±es-order-ttnder-par89repn-fet1-ene-eomm±ss±on-snaii 

34 prov±de-£or-a-we±gneed-seaie-o£-now-energy-prodtteed-by-var±otts 

35 ei±g±bie-ener9y-eeennoio9±es-snaii-eottne-eoward-a-ttt±i±tyis 

36 objeet±ve.--zn-estabi±sn±n9-en±s-seaie1-tne-eomm±ss±on-snaii 
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1 eons±der-tne-attr±btttes-o£-var±otts-teenno%og±es-and-£tte%s7 -and 

2 sha%%-estab%±sn-a-system-tnat-grants-mtt%t±p%e-ered±ts-toward-tne 

3 objeet±ves-£or-tnose-teehno%og±es-and-£tte%s-the-eomm±ss±on 

4 determ±nes-±s-±n-tne-pttb%±e-±nterest-to-eneottrage• 

5 Subd. 3. [UTILITY PLANS FILED WITH COMMISSION.] (a) Each 

6 electric utility shall report on its plans, activities, and 

7 progress with regard to these objectives and standards in its 

8 filings under section 216B.2422 or in a separate report 

9 submitted to the commission every two years, whichever is more 

10 frequent, demonstrating to the commission tha~ the ttt±%±ty-±s 

11 ma~±ng-the-reqtt±red-good-£a±tn utility's effort to comply with 

12 this section. In its resource plan or a separate report, each 

13 electric utility shall provide a description of: 

14 (1) the status of the utility's renewable energy mix 

15 relative to the good-£a±tn objective and standards; 

16 (2) efforts taken to meet the objective and standards; 

17 (3) any obstacles encountered or anticipated in meeting the 

18 objective or standards; and 

19 (4) potential solutions to the obstacles. 

20 (b) The commissioner shall compile the information provided 

21 to the commission under paragraph (a), and report to the chairs 

22 of the house of representatives and senate committees with 

23 jurisdiction over energy and environment policy issues as to the 

24 progress of utilities in the state in increasing the amount of 

25 renewable energy provided to retail customers, with any 

26 recommendations for regulatory or legislative action, by January 

27 15 of each odd-numbered year. 

28 Subd. 4. [RENEWABLE ENERGY CREDITS.] (a) To facilitate 

29 compliance with this section, the commission, by rule or order, 

30 may establish a program for tradable credits for electricity 

31 generated by an eligible energy technology. In doing so, the 

32 commission shall implement a system that constrains or limits 

33 the cost of credits, taking care to ensure that such a system 

34 does not undermine the market for those credits. 

35 (b) In lieu of generating or procuring energy directly to 

36 satisfy the renewable energy objective and standard of this 
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1 section, an electric utility may purchase sufficient renewable 

2 energy credits, issued pursuant to this subdivision, to meet its 

3 objective and standard. 

4 (c) Upon the passage of a renewable energy standard, 

5 portfolio, or objective in a bordering state that includes a 

6 similar definition of eligible energy technology or renewable 

7 energy, the commission may facilitate the trading of renewable 

8 energy credits between states. 

9 Subd. 5. [TECHNOLOGY BASED ON FUEL COMBUSTION.] (a) 

10 Electricity produced by fuel combustion may only count toward a 

11 utility's objectives or standards if the generation facility: 

12 · (1) was constructed ·in compliance with new source 

13 performance standards promulgated under the federal Clean Air 

14 Act for a generation facility of that type; or 

15 (2) employs the maximum achievable or best available 

16 control technology available for a generation facility of that 

17 type. 

18 (b) An eligible energy technology may blend or co-fire a 

19 fuel listed in subdivision 1, paragraph (a), clause (1), with 

20 other fuels in the generation facility, but only the percentage 

21 of electricity that is attributable to a fuel listed in that 

22 clause can be counted toward an electric utility's .renewable 

23 energy objectives. 

24 Subd. 6. [ELECTRIC UTILITY THAT OWNS NUCLEAR GENERATION 

25 FACILITY.] (a) An electric utility that owns a nuclear 

26 generation facility, as part of its good faith effort under this 

27 subdivision and subdivision 2, shall deploy an additional 300 

28 megawatts of nameplate capacity of wind energy conversion 

29 systems by 2010, beyond the amount of wind energy capacity to 

3~0 which the utility is required by law or commission order as of 

31 May 1, 2003. At least 100 megawatts of this capacity are to be 

32 wind energy conversion systems of two megawatts or less, which 

33 shall not be eligible for the production incentive under section 

34 216C.41. To the greatest extent technically feasible and 

35 economic, these 300 megawatts of wind energy capacity are to be 

36 distributed geographically throughout the state. The utility 
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1 may opt to own, construct, and operate up to 100 megawatts of 

2 this wind energy capacity, except that the utility may not own, 

3 construct, or operate any of the facilities that are under two 

4 megawatts of nameplate capacity. The deployment of the wind 

5 energy capacity under this subdivision must be consistent with 

6 the outcome of the engineering study required under Laws 2003, 

7 First Special Session chapter 11, article 2, section 21. 

8 (b) ~he-renewab%e-ener9y-ob;eet±ve-set-£orth-±n-sttbd±v±s±on 

9 %-sha%%-be-a-reqtt±rement-£or-the-pttb%±e-ttt±%±ty-that-owns-the 

10 Pra±r±e-~s%and-ntteiear-9enera~±on-p%ant.--~he-objeet±ve-±s-a 

11 reqtt±rement-sttbjeet-to-resottree-p~ann±n9-and-%east-eost-p%ann±n9 

12 reqtt±rements-±n-seet±on-%~6B.%4%%,-ttn%ess-±mp%ementat±on-o£-the 

13· ob;eet±ve-ean-reasonab%y-be-showft-to-jeopar~±ze-the-re%±ab±%±ty 

14 0£-the-e%eetr±e-system.--~he-%east-eost-p%ann±n9-ana%ys±s-mttst 

15 ±ne%ttde-the-eosts-o£-ane±%%ary-serv±ees-and-other-neeessary 

16 9enerat±~n-and-transm±ss±oft-ttp9rades. 

17 tet Also as part of its good faith effort under this 

18 section, the utility that owns a nuclear generation facility is 

19 to enter into a power purchase agreement by January 1, 2004, for 

20 ten to 20 megawatts of biomass energy and capacity at an 

21 all-inclusive price not to exceed $55 per megawatt-hour, for a 

22 project described in section 216B.2424, subdivision 5, paragraph 

23 (e), clause (2). The project must be operational and producing 

24 energy by June 30, 2005. 

25 Subd. 7. [COMPLIANCE.] The commission, on its own motion 

26 or upon petition, may investigate whether an electric utility is 

27 in compliance with its standard obligation under subdivision 2a 

28 and if it finds noncompliance may order the electric utility to 

29 construct facilities or purchase credits to achieve compliance. 

30 If an electric utility fails to comply with an order under this 

31 subdivision, the commission may impose a financial penalty on 

32 the electric utility in an amount up to the electric utility's 

33 estimated cost of compliance. 
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The bill instructs the Reliability Administrator in the Department of Commerce to perform a 
comprehensive technical and economic analysis of the benefits of using biodiesel fuels as home 
heating fuel, and report the results to the appropriate legislative committees by March 15, 2007. 
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Senators Rosen, Anderson, Frederickson, Dibble and Kubly introduced--

S.F. No.1385: Referred to the Committee on Jobs, Energy and Community Development. 

1 A bill for an ·act 

2 relating to agriculturally derived fuels; authorizing 
3 a study by.the reliability administrator in the 
4 Department of Commerce to determine technical and 
5 economic aspects of using biodiesel fuel as a·home 
6 heating fuel; requiring a report to the legislature. 

7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

8 Section 1. [STUDY; BIODIESEL FUEL FOR HOME HEATING.] 

9 (a) From the money available to the commissioner of 

10 commerce for purposes of studies and technical assistance by the 

11 reliability administrator under Minnesota Statutes, section 

12 216C.052, and in conformity with the goals·and directives of 

13 Minnesota Statutes, section 16B.325, the reliability 

14 administrator shall perform a comprehensive technical and· 

15 economic analysis of the benefits to be derived from using 

16 biodiesel fuel as defined in Minnesota Statutes, section 239.77, 

17 subdivision 1, or biodiesel fuel blends, as a home heating 

18 fuel. The analysis must consider blends ranging from B2 to BlOO. 

19 (b) Not later than March 15, 2007, the reliability 

20 administrator shall report the results of the study and analysis 

21 to the appropriate standing committees of the Minnesota senate 

22 and house of representatives. 
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Senators Dibble, Anderson and Kubly introduced--

S.F. No.1673: Referred to the Committee on Jobs, Energy and Community Development. 

1 A bill for an act 

2 relating to taxation; providing a subtraction from 
3 taxable income for costs incurred for certain 
4 purchases of wind-generated electricity; amending 
5 Minnesota Statutes 2004, section 290.01, subdivision 
6 19b. 

7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

8 Section 1. Minnesota Statutes 2004, section 290.01, 

9 subdivision 19b, is amended to read: 

10 Subd. 19b. TSUBTRACTIONS FROM FEDERAL TAXABLE INCOME.] For 

11 individuals, estates, and trusts, there shall be subtracted from 

12 federal taxable income: 

13 (1) interest income on obligations of any authority, 

14 commission, or instrumentality of the United States to the 

15 extent includable in taxable income for federal income tax 

16 purposes but exempt from state income tax under the laws of the 

17 United States; 

18 (2) if included in federal taxable income, the amount of 

19 any overpayment of income tax to Minnesota or to any other 

20 state, for any previous taxable year, whether the amount is 

21 received as a refund or as a credit to another taxable year's 

22 income tax liability; 

23 (3) the amount paid to others, less the amount used to 

24 claim the credit allowed under section 290.0674, not to exceed 

25 $1,62.5 for each qualifying child in grades kindergarten to 6 and 

26 $2,500 for each qualifying child in grades 7 to 12, for tuition, 
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1 textbooks, and transportation of each qualifying child in 

2 attending an. elementary or secondary school situated in 

3 Minnesota, North Dakota, South Dakota, Iowa, or Wisconsin, 

4 wherein a resident of this state may legally fulfill the state's 

5 compulsory attendance laws, which is not operated for profit, 

6 and which adheres to the provisions of the. Civil Rights Act of 

7 1964 and chapter 363A. For the purposes of this clause, 

8 "tuition" includes fees or tuition as defined in section 

9 290.0674, subdivision 1, clause (1). As used in this clause, 

10 "textbooks" includes books and other instructional materials and 

11 equipment purchased or leased for use in elementary and 

12 secondary schools in teaching only those subjects legally and 

13 commonly taught in public elementary and secondary schools in 

14 this state. Equipment expenses qualifying for deduction 

15 includes expenses as defined and limited in section 290.0674, 

16 subdivision 1, clause (3). "Textbooks" does not include 

17 instructional books and materials used in the teaching of 

18 religious tenets, doctrines, or worship, the purpose of which is 

19 to instill such tenets, doctrines, or worship, nor does.it 

20 include books or materials for, or transportation to, 

21 extracurricular activities including sporting events, musical or 

22 dramatic events, speech activities, driver's education, or 

23 similar programs. For purposes of the subtraction provided by 

24 this clause, "qualifying child" has the meaning given in section 

25 32(c)(3) of the Internal Revenue Code; 

26 (4) income as provided under section 290.0802; 

27 (5) to the extent included in federal adjusted gross 

28 income, income realized on disposition of property exempt from 

29 tax under section 290.491; 

30 (6) to the extent included in federal taxable income, 

31 postservice benefits for youth community service under section 

32 124D.42 for volunteer service under United States Code, title 

33 42, sections 12601 to 12604; 

34 (7) to the extent not deducted in determining federal 

35 taxable income by an individual who does not itemize deductions 

36 for federal income tax purposes for the taxable year, an amount 
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1 equal to 50 percent of the excess of charitable contributions 

2 allowable as a deduction for the ·taxable year under section 

3 170(a) of the Internal Revenue Code over $500; 

4 (8) for taxable years beginning before January 1, 2008, the 

5 amount of the federal small ethanol producer credit allowed 

6 under section 40(a)(3) of the Internal Revenue Code which is 

7 included in gross income under section 87 of the Internal · 

8 Revenue Code; 

9 (9) for individuals who are allowed a federal foreign tax 

10 credit for taxes that do not qualify for a credit under section 

11 290.06, subdivision 22, an amount equal to the carryover of 

12 subnational foreign taxes for the taxable year, but not to 

-13 exceed the total subnational foreign taxes reported in.claiming 

14 the foreign tax credit. For purposes of this clause, "federal 

15 foreign tax credit" means the credit allowed under section 27 of 

16 the Internal Revenue Code, and "carryover of subnational ·foreign 

17 taxes" equals the carryover allowed under section 904(c) of the 

18 Internal Revenue Code minus national level foreign taxes to the 

19 extent they exceed the federal foreign tax credit; 

20 (10) in each of the five tax years immediately following 

21 the tax year in which an addition is required under subdivision 

22 19a, clause (7), an amount equal to one-fifth of the delayed 

23 depreciation. For purposes of this clause, "delayed 

24 depreciation" means the amount of the addition made by the 

25 taxpayer under subdivision 19a, clause (7), minus the positive 

26 value of any net operating loss under section 172 of the 

27 Internal Revenue Code generated for the tax year of the 

28 addition. The resulting delayed depreciation cannot be less 

29 than zero; and 

30 (11) job opportunity building zone income as provided under 

31 section 469.316; and 

32 (12) the amount paid by the taxpayer to a utility as an 

33 additional rate amount determined under section 216B.169, 

34 subdivision 2, for the purchase of renewable and high-efficiency 

35 energy for the primary residence of the taxpayer. 

36 [EFFECTIVE DATE.] This section is effective for taxable 
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03/31/05 [COUNSEL ] JCF SCS1673A-1 

1 Senator ..... moves to amend S.F. No. 1673 as follows: 

2 Page 3, line 35, delete "for the primary residence of the 

3 taxpayer" 

4 Page 4, after line 1, insert: 

5 "Sec. 2. Minnesota Statutes 2004, section 290.01, 

6 subdivision 19d, is amended to read: 

7 Subd. 19d. [CORPORATIONS; MODIFICATIONS DECREASING FEDERAL 

8 TAXABLE INCOME.] For corporations, there shall be subtracted 

9 from-federal taxable income after the increases provided in 

10 subdivision 19c: 

11 (1) the amount of foreign dividend gross-up added to gross 

12 income for federal income tax purposes under section 78 of the 

13 Internal Revenue Code; 

14 (2) the amount of salary expense not allowed for federal 

15 income tax purposes due to claiming the federal jobs credit 

16 under section 51 of the Internal Revenue Code; 

17 (3) any dividend .(not including any distribution in 

18 liquidation) paid within the taxable year by a national or state 

19 bank to the United States, or to any instrumentality of the 

20 United States exempt from federal income taxes, on the preferred 

21 stock of the bank owned by the United States or the 

22 instrumentality; 

23 (4) amounts disallowed for intangible drilling costs due to 

24 differences between this chapter and the Internal Revenue Code 

25 in taxable years beginning before January 1, 1987, as follows: 

26 (i) to the extent the disallowed costs are represented by 

27 physical property, an amount equal to the allowance for 

28 depreciation under Minnesota Statutes 1986, section 290.09, 

29 subdivision 7, subject to the modifications contained in 

30 subdivision 19e; and 

31 (ii) to the extent the disallowed costs are not represented 

32 by physical property, an amount equal to the allowance for cost 

33 depletion under Minnesota Statutes 1986, section 290.09, 

34 subdivision 8; 

35 (5) the deduction for capital losses pursuant to sections 

36 1211 and 1212 of the Internal Revenue. Code, except that: 
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1 (i) for capital losses incurred in taxable years beginning 

2 after December 31, 1986, capital loss carrybacks shall not be 

3 allowed; 

4 (ii) for capital losses incurred in taxable years beginning 

5 after December 31, 1986, a capital loss carryover to each of the 

6 15 taxable years succeeding the loss year shall be allowed; 

7 (iii) for capital losses incurred in taxable years 

8 beginning before January 1, 1987, a capital loss carryback to 

9 each of the three taxable years preceding the loss year, subject 

10 to the provisions of Minnesota Statutes 1986, section 290.16, 

11 shall be allowed; and 

12 (iv) for capital losses incurred in taxabl~ years beginning 

13 before January 1, 1987, a capital loss carryover to each of the 

14 five taxable years succeeding the loss year to the extent such 

15 loss was not used in a prior taxable year and subject to the 

16 provisions of Minnesota Statutes 1986, section 290.16, shall be 

17 allowed; 

18 (6) an amount for interest and expenses relating to income 

19 not taxable for federal income tax purposes, if (i) the income 

20 is taxable under this chapter and (ii) the interest and expenses 

21 were disallowed as deductions under the provisions of section 

22 171(a) (2), 265 or 291 of the Internal Revenue Code in computing 

23 federal taxable income; 

24 (7) in the case of mines, oil and gas wells, other natural 

25 deposits, and timber for which percentage depletion was 

26 disallowed pursuant to subdivision 19c, clause (11), a 

27 reasonable allowance for depletion based on actual cost. In the 

28 case of leases the deduction must be apportioned between the 

29 lessor and lessee in accordance with rules prescribed by the 

30 commissioner. In the case of property held in trust, the 

31 allowable deduction must be apportioned between the income 

32 beneficiaries and the trustee in accordance with the pertinent 

33 provisions of the trust, or if there is no provision in the 

34 instrument, on the basis of the trust's income allocable to 

35 each; 

36 (8) for certified pollution control facilities placed in 
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1 service in a taxable year beginning before December 31, 1986, 

2 and for which amortization deductions were elected under section 

3 169 of the Internal Revenue Code of 1954, as amended through 

4 December 31, 1985, an amount equal to the allowance for 

5 depreciation under Minnesota Statutes 1986, section 290.09, 

6 subdivision 7; 

7 (9) amounts included in federal taxable income that are due 

8 to refunds of income, excise, or franchise taxes based on net 

9 income or related minimum taxes paid by the corporation to 

10 Minnesota, another state, a political subdivision of another 

11 state, the District of Columbia, or a foreign country or 

12 possession of the United states to the extent that the taxes 

13 were added to federal taxable income under section 290.01, 

14 subdivision 19c, clause (1), in a prior taxable year; 

15 (10) 80 percent of royalties, fees, or other like income 

16 accrued or received from a foreign operating corporation or a 

17 foreign corporation which is part of the same unitary business 

18 as the receiving corporation; 

19 (11) income or gains from the business of mining as defined 

20 in section 290.05, subdivision 1, clause (a), that are not 

21 subject to Minnesota franchise tax; 

22 (12) the amount of handicap access expenditures in the 

23 taxable year which are not allowed to be deducted or capitalized 

24 under section 44(d) (7) of the Internal Revenue Code; 

25 (13) the amount of qualified research expenses not allowed 

26 for federal income tax purposes under section 280C(c) of the 

27 Internal Revenue Code, but only to the extent that the amount 

28 exceeds the amount of the credit allowed under section 290.068; 

29 (14) the amount of salary expenses not allowed for federal 

30 income tax purposes due to claiming the Indian employment credit 

31 under section 45A(a) of the Internal Revenue Code; 

32 (15) the amount of any refund of environmental taxes paid 

33 under section 59A of the Internal Revenue Code; 

34 (16) for taxable years beginning before January 1, 2008, 

35 the amount of the federal small ethanol producer credit allowed 

36 under section 40(a) (3) of the Internal Revenue Code which is 
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1 included in gross income under section.87 of the Internal 

2 Revenue Code; 

3 (17) for a corporation whose foreign sales corporation, as 

4 defined in section 922 of the Internal Revenue Code, constituted 

5 a foreign operating corporation during any taxable year ending 

6 before January 1, 1995, and a return was filed by August 15, 

7 1996, claiming the deduction under section 290.21, subdivision 

8 4, for income received from the foreign operating corporation, 

9 an amount equal to 1.23 multiplied by the amount of income 

10 excluded under section 114 of the Internal Revenue Code, 

11 provided the income is not income of a foreign operating 

12 company; 

13 (18) any decrease in subpart F income, as defined in 

14 section 952(a) of the Internal Revenue Code, for the taxable 

15 year when subpart F income is calculated without regard to the 

16 provisions of section 614 of Public Law 107-147; al'iel 

17 (19) in each of the five tax years immediately following 

18 the tax year in which an addition is required under subdivision 

19 19c, clause (16), an amount equal to one-fifth of the delayed 

20 depreciation. For purposes of this clause, ".delayed 

21 depreciation" means the amount of the addition made by the 

22 taxpayer under subdivision 19c, clause (16). The resulting 

23 delayed depreciation cannot be less than zero; and 

24 (20) the amount paid by the taxpayer to a utility as an 

25 additional rate amount determined under section 216B.169, 

26 subdivision 2, for the purchase of renewable and high-efficiency 

27 energy. 

28 [EFFECTIVE DATE.] This section is effective for taxable 

29 years beginning after December 31, 2005." 

30 Amend the title accordingly 
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Senator Kelley introduced--

S.F. No. 1846: Referred to the Committee on Jobs, Energy and Community Development. 

1 A bill for an act 

2 relating to state government; establishing an energy 
3 savings program; authorizing the Department of 
4 Administration to use energy forward pricing 
5 mechanisms for budget risk reduction; amending 
6 Minnesota Statutes 2004, section 16C.144; proposing 
7 coding for new law in Minnesota Statutes, chapter 16C. 

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

9 Section 1. [16C.143] [ENERGY FORWARD PRICING MECHANISMS.] 

10 Subdivision 1. [DEFINITIONS.] The following definitions 

11 apply in this section: 

12 (1) "energy" means natural gas, heating oil, propane, and 

13 any other energy source except electricity used in state 

14 facilities; and 

15 (2) "forward pricing mechanism" means a contract or 

16 financial instrument that obligates a state agency to buy or 

17 sell a specified quantity of energy at a future date at a set 

18 price. 

19 Subd. 2. [AUTHORITY.] Notwithstanding any other law to the 

20 contrary, the Department of Administration may use forward 

21 pricing mechanisms.for budget risk reduction. 

22 Subd. 3. [CONDITIONS.] Forward pricing mechanism 

23 transactions must be made only under the following conditions: 

24 (1) the quantity of energy affected by the forward pricing 

25 mechanism must not· exceed the estimated energy use for the- state 

26 agency for the same period; and 

Section 1 1 
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1 (2) a separate account must be established for each state 

2 agency using a forward pricing.mechanism. 

3 Subd. 4. [WRITTEN POLICIES AND PROCEDURES.] Before 

4 exercising the authority under this section, the Department of 

5 Administration must develop written policies and procedures 

6 governing the use of forward pricing mechanisms. 

7 Sec. 2. Minnesota Statutes· 2004, section 16C.144, is 

8 amended to read: 

9 16C.144 [GUARANTEED SAVINGS CONTRACTS.] 

10 Subdivision 1. [DEFINITIONS.] The following definitions 

11 apply to this section. 

12 (a) "Utility" means electricity, natural gas, or other 

13 energy resource, water, and wastewater. 

14 (b) "Utility cost savings" means the difference between tne 

15 ttt±3:±ey-eests-ttnder-tne-~reeentr8ee-eend±t±ens-end the utility 

16 costs after tne-enenges-neve-been-m8de-ttnder-tne-eentr8et.--Stten 

17 sev±ngs-sne3:3:-be-ee3:ett3:eted-±ft-e.em~er±sen-te-en-eseeb3:±sned 

18 bese3:±ne-e£-ttt±3:±ty~eests installation of the utility 

19 cost-savings measures pursuant to the guaranteed energy savings 

20 agreement and the baseline utility costs after baseline 

21 adjustments have been made. 

22 (c) "Established baseline" means the i;>reeentreet 

23 preagreement utilities, operations, and maintenance costs. 

24 (d) "Baseline" means the preagreement utilities, 

25 operations, and maintenance costs. 

26 fil "Utility· cost-savings measure" means a measure that 

27 produces utility cost savings and/or operation and maintenance 

28 cost savings. 

29 tet ill "Operation and maintenance cost savings" means a 

30 measurable deereese-±n difference between operation and 

31 maintenance costs after the installation of the utility 

32 cost-savings measures pursuant to the guaranteed energy savings 

33 agreement and the baseline operation and maintenance costs tnet 

34 ±s-e-d±reet-restt3:t-e£-the-±mp3:emeneet±en-e£-ene-er-mere-ttt±3:±ty 

35 eest-sev±ngs-meesttres-bttt-dees after inflation adjustments have 

36 been made. Operation and maintenance costs savings shall not 
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1 include savings from in-house staff labor. Stten-ss~±ngs-sne±± 

2 be-ee±ett±sted-±n-eompsr±son-to-sn-esteb±±sned-bsse±±ne-0£ 

3 opers~±on-snd-ms±ntensnee-eosts• 

4 t£t J..9.l "Guaranteed energy savings eontreet agreement" 

5 means s-eontrset an agreement for the e~s±ttst±on1 

6 reeommendst±on7~snd installation of one or more utility 

7 cost-savings measures that includes the qualified provider's 

8 guarantee as required under subdivision 2. ~ne-eontrset-mttst 

9 pro~±de-tnet-e±±-peyments-ere-to-be-ms~e-o~er-t±me-bttt-not-to 

10 exeeed-ten-yesrs-£rom-tne-dete-o£-£±ne±-±nste±±et±on,-snd-tne 

11 ss~±ngs-sre-gttsrsnteed-to-tne-extent-neeesssry-te-ms~e-~syments 

12 £or-the-ttt±±±ty-eost-ss~±ngs-messttres. 

13 tgt ill "Baseline adjustments" means adjusting 

14 the estsb±±sned utility cost savings baselines ±n-psrsgrspns~tbt 

15 snd-tdt annually for changes in the following variables: 

16 (1) u~ility rates; 

17 (2) number of days in the utility billing cycle; 

18 (3) square footage of the facility; 

19 (4) operational schedule of the facility; 

20 (5) facility temperature set points; 

21 (6) weather; and 

22 (7) amount of equipment or lighting utilized in the 

23 facility. 

24 (i) "Inflation adjustment" means adjusting the operation 

25 and maintenance cost-savings baseline annually for inflation. 

26 tnt ill "Lease purchase eontrset agreement" means s 

27 eontrset an agreement obligating the state to make regular lease 

28 payments to satisfy the lease costs of the utility cost-savings 

29 measures u~til the final payment, after which time the utility 

30 cost-savings measures become the sole property of the state of 

31 Minnesota. 

32 t±t ill "Qualified provider" means a person or business 

33 experienced in the design, implementation, and installation of 

34 utility cost-savings measures. 

35 t;t ill "Engineering report" means a report prepared by a 

36 professional engineer licensed by the state of Minnesota 

Section 2 3 
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summarizing estimates of all costs of installations, 

modifications, or remodeling, including costs of design, 

engineering, installation, maintenance, repairs, and estimates 

of the amounts by which utility and operation and maintenance 

costs will be reduced. 

t~t 1!!!l "Capital cost avoidance" means money expended by a 

state agency to pay for utility cost-savings measures ~ith a 

guaranteed savings eo~tr8ct agreement so long as the measures 

that are being implemented to achieve the utility, operation, 

and maintenance cost savings are a significant portion of an 

overall project as determined by the commissioner. 

tit 1!!l_ "Guaranteed energy savings eontr8et±ng program 

guidelines" means policies, procedures, and requirements of 

guaranteed savings eontr8ets agreements established by the 

Department of Administration ttpon-en8et±ng-tn±s-ieg±siet±on. 

Subd. 2. [GUARANTEED ENERGY SAVINGS eeN~RAe~ AGREEMENT.] 

The commissioner may enter into a guaranteed energy savings 

eontr8et agreement with a qualified provider if: 

(1) the qualified provider is selected through a 

competitive process in accordance with the guaranteed energy 

savings eontree~±ng program guidelines within the Department of 

Administration; 

(2) the qualified provider agrees to submit an engineering 

report prior to the execution of the guaranteed energy savings 

eon~reet agreement. The cost of the engineering report may be 

considered as part of the implementation costs if the 

commissioner enters into a guaranteed energy savings agreement 

with the provider; 

(3) the term of the guaranteed energy savings agreement 

shall not exceed 15 years from the date of final installation; 

~ the commissioner finds that the amount it would spend 

on the utility cost-savings measures recommended in the 

engineering report will not exceed the amount to be saved in 

utility operation and maintenance costs over ten 15 years from 

the date of implementation of utility cost-savings measures; 

t4t J2J_ the qualified provider provides a written guarantee 
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1 that the annual utility, operation, and maintenance cost savings 

2 during the term of the guaranteed energy saving~ agreement will 

3 meet or exceed the eosts-0£-the-9tt8ranteed-sa~in9s~eontr8et 

4 annual payments due under a lease purchase agreement. The 

5 qualified provider shall reimburse the state for any shortfall 

6 of guaranteed utility, operation, and maintenance cost savings; 

7 and 

8 f5t i.§_l_ the qualified provider gives a sufficient bond in 

9 accordance with section 574.26 to the commissioner for the 

10 faithful implementation and installation of the utility 

11 cost-savings measures. 

12 Subd. 3. [LEASE PURCHASE eeN~RAe~ AGREEMENT.] The 

13 

14 

15 

16 

17 

18 

19 

- 20 

21 

22 

23 

24 

25 

26 

27 

28 

commissioner may enter into a lease purchase agreement with any 

party for the implementat~on of utility cost-savings measures in 

accordance with an-en9ineerin9-re~ort the guaranteed energy 

savings agreement. The implementation costs of the utility 

cost-savings measures recommended in the engineering report 

shall not exceed the amount to be saved in utility and operation 

and maintenance costs over the term of the lease purchase 

agreement. The term of the lease purchase agreement shall not 

exceed ten 15 years from the date of final installation. The 

lease is assignable in accordance with terms approved by the 

commissioner of finance. 

Subd. 4. [USE OF CAPITAL COST AVOIDANCE.] The affected 

state agency may contribute funds for capital cost avoidance for 

guaranteed energy savings eontr8ets agreements. Use of capital 

cost avoidance is subject to the guaranteed energy savings 

eontraetin9 program guidelines within the Department of 

29 Administration. 

30 Subd. 5. [REPORT.] By January 15 of 2005 and 2007, the 

31 commissioner of admfnistration shall submit to the commissioner 

32 of finance and the chairs of the senate and house of 

33 representatives capital investment committees a list of projects 

34 .in the agency that have been funded using guaranteed energy 

35 savings, as outlined in this section, during the preceding 

36 biennium. For each guaranteed energy savings eontraet agreement. 
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1 entered into, the commissioner of administration shall contract 

2 with an independent third party to evaluate the 

3 cost-effectiveness of each utility cost-savings measure 

4 implemented to ensure that such measures were the least-cost 

5 measures available. For the purposes of this section, 

6 "independent third party" means an entity not affiliated with 

7 the qualified provider, that is not involved in creating or 

8 providing conservation project services to that provider, and 

9 that has expertise (or access to expertise) in energy savings 

10 practices. 

11 Sttbo.-6.--feaN~RAe~-~%M%~s.+-eentraets-mey-net-be-entered 

12 ±nte-a£ter-attne-301-%667• 

6 
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1 Senator moves to amend S.F. No·. 1846 as .follows: 

2 Delete everything after the enacting clause and insert: 

3 "Section 1. (16C.143] [ENERGY FORWARD PRICING MECHANISMS.] 

4 Subdivision 1. [DEFINITIONS.] The following definitions 

5 apply in this section: 

6 (1) "energy" means natural gas, heating oil, propane, and 

7 any other energy source except electricity used in state 

8 facilities; and 

9 (2) "forward pricing mechanism" means a contract or_ 

10 financial instrument that obligates a state agency to buy or 

11 sell a specified guantity of energy at a future date at a set 

12 price. 

13 Subd. 2. [AUTHORITY.]. Notwithstanding any other law to the 

14 contrary, the commissioner may use forward pricing mechanisms 

15 for budget risk reduction. 

16 Subd. 3. [CONDITIONS.] Forward pricing mechanism 

17 transactions must be made only under the following conditions: 

18 (1) the quantity of energy affected by the forward pricing 

19 mechanism must not exceed the estimated energy use for the state 

20 agency for the same period; and 

21 (2) a separate account must be established for each state 

22 agency using a forward pricing mechanism. 

23 Subd. 4. [WRITTEN POLICIES AND PROCEDURES.] Before 

24 exercising the authority under this section, the commissioner 

25 must develop written policies and procedures governing the use 

26 of forward pricing mechanisms. 

27 Sec. 2. Minnesota Statutes 2004, section 16C.144, is 

28 amended to read: 

29 16C.144 [GUARANTEED SAVINGS eeN~RAe~s PROGRAM.] 

30 Subdivision 1. [DEFINITIONS.] The following definitions 

31 apply to this section. 

32 (a) "Utility" means electricity, natural gas, or other 

33 energy resource, water, and wastewater. 

34 (b) "Utility cost savings" means the difference between ehe 

3 5 tt"t::i:3::i:ey-ees"t:s-ttREie~-"t:he-p~eeeHe~ae"t:-eeHEi:i:"t::i:ens-a:rui the utility 

· 36 costs after -t:he-ehaH~es-have-beeH-maae-ttfiaer~ehe-eoneraee.--stteh 

1 
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1 sav:i:ftgs-sfia3:3:..:..be-ea3:el:I3:ai'.:ea-:i:R-ee:mpar:i:seft-i'.:e..;.aft-esi'.:ab3::i:sfiea 
v· 

2 :base3::i:fte""."e£-tti:f3::i:i:y-eesi:s installation of the utility 

3 cost-savings-measures pursuant to the guaranteed energy savings 

4 agreement and the baseline utility costs after baseline 

5 adjustments have been made. 

6 (c) uEsi'.:ab3::i:shea-base3::i:fteu-:meafts-efie-preeefteraee 

7 ~reagree:mefti'.:-tti'.::i:3::i:'t'.::i:es7-epera't'.::i:efts7-afta-:ma:i:fti'.:enaftee..:..eesi'.:s~ 

8 tat "Baseline" means the preagreement utilities, 

9 operations, and maintenance costs. 

10 ill "Utility cost"'!'"savings measure" means a measure that 

11 produces utility cost savings and/or operation and maintenance 

12 .cost savings. 
·b 

13 (e) "Operation and maintenance cost savings" means a 

14 measurable deerease-:i:n difference between operation and 

15 maintenance costs after the installation of the utility 

16 cost-savings measures pursuant to the guaranteed energy savings 

17 agreement and the baseline operation and maintenance costs i'.:fiai'.: 

18 :i:s-a-d:i:reei:-restt3:i:-e£-i:he-:i::m~3:e:meneae:i:en-e£-ene-er-:mere-tti::i:3::i:i:y 

19 eesi'.:-sav:i:ngs"!"':measttres-btti'.:-aees after inflation adjustments have 

20 been made. Operation and maintenance costs savings shall not 

21 include savings from in-house_ staff labor. Stteh-savfngs-sha3::3: 

22 be-ea3:ett3:ai'.:ea-:i:n-eelilpar:i:sen--ee-an-esi'.:ae3::i:sfiea~ease3::i:ne-e:E 

23 e~erai::i:en-afta-:ma:i:ni:enanee-eesi:s-:-

24 (f) "Guaranteed energy savings eeni:raei'.: agreement" means a 

25 eeni'.:raei'.: an agreement for the eva3::ttai::i:en7-reee:m:menaai::i:en7-and 

26 installation of one or more utility cost-savings measures that 

27 includes the qual.ified provider's guarantee as required under 

28 subdivision 2. ~he-eefti:raee-:mttsi:-prev:i:de-i:hai:-a3::3:-~ay:menes-are 

2 9 ee-ee-:made-ever-i::i::me-1'tte-nei:-ee-exeeed-een,-years-£re:m-i:he-aaee 

30 e£-:E:i:fta3:-:i:nsi'.:a3:3:ai'.::i:en7-ana-i'.:he-sav:i:ngs-are-gttaraneeea--ee-i'.:he 

31 exeene-neeessary-ee-:make-~ay:menes-£er-ehe-tti::i:3::i:ey-eese-sav:i:ngs 

32 :measttres-:-

33 (g) "Baseline adjustments" means adjusting the esi'.:ab3:::i:shea 

34 utility cost savings baselines :i:n-paragraphs-tbt-and 

35 tat annually.for changes in the following variables: 

3 6 (-1) utility rates; 

2 
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1 (2) number of days in the utility billing cycle; 

2 (3) square footage of the facility; 

3 (4) operational schedule of. the facility; 

4 (5) facility temperature set points; 

5 (6) weather; and 

6 (7) amount of equipment or lighting utilized in the 

7 facility. 

8 (h) "Inflation adjustment" means adjusting the ope.ration 

9 and maintenance cost-savings baseline annually for inflation. 

10 -fht ill "Lease purchase eeneraee agreement" means a 

11 eeneraee an agreement obligating the state to make regular lease 

12 payments to satisfy the lease costs of the utility cost-savings 

13 measures until the final payment, after which time the utility 

14 cost-savings measures become the sole property of the state of 

15 Minnesota. · 

16 t:i:t ill 11Qualif ied provider" means a person or business 

17 experienced in ttie design, implementation, and installation of 

18 utility cost-savings measures. 

19 t:tt ill "Engineering report" means a report prepared by a 

20 professional engineer licensed by the state of Minnesota 

21 summarizing estimates of all costs of installations, 

22 modifications, or remodeling, including costs of design, 

23 engineering, installation, maintenance, repairs, and estimates 

24 of the amounts by which utility and operation and maintenance 

25 costs will be reduced. 

26 . t:Jtt ill "Capital cost avoidance" means money expended by a 

27 state agency to pay for utility cost-savings measures with a 

28 guaranteed savings eeneraee agreement so long as the measures 

29 that are being'implemented to achieve the utility, operation, 

30 and maintenance cost savings are a significant portion of an 

31 overall project as determined by the commissioner. 

32 fit J..!!!l "Guaranteed energy savings eeneraee:i:n~ program 

33 guidelines" means policies, procedures, and requirements of 

34 guaranteed savings eeneraees agreements established by the 

35 Department of Administration tt~en-enaei::i:n~-i:h:i:s-ie~:i:siae:i:en. 

36 Subd. 2. [GUARANTEED ENERGY SAVINGS eeN~RAe~ AGREEMENT.] 

3 
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1 The commissioner may enter into a guaranteed energy savings 

2 eene:t'aee agreement with a qualified provider if: 

3 (1) the qualified provider is selected through a 

4 competitive process in accordance with the guaranteed energy 

5 savings een~:t'ae~~ng program guidelines within the Department of 

6 Administration; 

7 (2) the qualified provider agrees to submit an engineering 

8 report prior to the execution of the guaranteed energy savings 

9 een~:t'ae~ agreement. The cost of the engineering report may be 

10 considered as part of the implementation costs if the 

11 commissioner enters into a guaranteed energy savings agreement 

12 with the provider; 

13 (3) the term of the guaranteed energy savings agreement 

14 shall not exceed 15 years from the date of final installation; 

15 J.!J_ the commissioner finds that the amount it would spend 

16 on the utility cost-savings measures recommended in.the 

17 engineering report will not exceed the amount to be saved in 

18 utility operation and maintenance costs over ~en 15 years from 

19 the date of implementation of utility cost-savings measures; 

20 t4t ~ the qualified provider provides a written guarantee 

21 that the annual utility, operation, and maintenance cost savings 

22 during the term of the guaranteed energy savings agreement will 

23 meet or exceed the ees~s-e£-1:fie-g'\::la:t'an~eea-sav~ngs-een~:t'ae~ 

24 annual payments due under a lease purchase agreement. The 

25 qualified provider shall ''reimburse. the state for any shortfall 

26 of guaranteed utility, operation, and maintenance cost savings; 

27 and 

28 tst .~ the qualified provid~r gives a sufficient bond in 

29 accordance·with section 574.26 to the.commissioner for the 

30 faithful implementation and installation of th~ utility 

31 cost-savings measures •. 

32 Subd. 3. [LEASE PURCHASE eeN~RAe~ AGREEMENT.] The 

33 commissioner may enter into a lease purchase agreement with any 

34 party for the implementation of utility cost-savings measures in 

35 accordance with an-eng~nee:rr~n~-:rieJ!'e:rr~ the guaranteed energy 

36 savings agreement. The implementation costs of the utility 

4 
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1 cost-savings measures recommended in the engineering report 

2 shall not exceed the amount to be saved in utility and operation 

3 and maintenance costs over the term of th~ lease purchase 

4 agreement. The term of ,the lease purchase agreement shall not 

5 exceed -t=en 15 years from the date of final installation. The 

6 lease is assignable in accordance with terms approved by the 

7 commissioner of finance. 

8 Subd. 4. [USE OF CAPITAL COST AVOIDANCE.] The affected 

9 state agency·may contribute funds for capital cost avoidance for 

10 guaranteed energy savings eene~aees agreements. Use of capital 

11 cost avoidance is subject to the guaranteed energy savings 

12 eene~aee~n~ program guidelines within the Department of 

13 Administration. 

14 Subd. 5. [REPORT.] By January 15 e£-~005-andL 2007, the 

15 commissioner of administration shall submit to the commissioner 

16 of .. financ~ and the.chairs of the seriate ahd hous~ 6f 

17 representatives capital investment committees a list of projects 

18 in the agency that have been funded using guaranteed energy 

19 savings, as outlined in this section, during the preceding 

20 biennium. For each guaranteed energy savings eene~aee agreement 

21 entered into, the commissioner of administration shall contract 

22 with an independent third party to evaluate the 

23 cost-effectiveness of· each utility cost-savings measure 

24 implemented to ensure that such measures were the least-cost 

25 measures available. For.the purposes of this section, 

26 "independent third party" means an entity not affiliated with 

27 the qualified provider, that is not involved in creating or 

28 providing conservation project services to that provider, and 

29 that has expertise (or access to expertise) in energy savings 

30 practices. 

31 Sttbd•-6•--teeN~RAe~-n%M~~s.7-eene~aees-may-nee-be-enee~ed 

32 ~nee-a£ee~-Jttne-ae7-zee~. 

33 Sec. 3. [EFFECTIVE DATE.] 

34 Sections 1 and 2 are effective the day following final 

35 enactment." 

36 Amend the title accordingly 
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