
STATE OF MINNESOTA 

MINNESOTA ENERGY AGENCY 

In the Ma tt er of the Proposed . 
Adoption of Rules of th e Minn esota 
Energy Agency Gov erning the District 
Hea ti ng Pr eliminary Planning Grants 
Program , 6 MCAR §§ 2.4001-2.4007 

INTRODUCTION 

-

STATEMENT 
OF NEED AND 

RE ASONABLENESS 

I n its 1981 session, the Minnesota Legislature appropriated 

$300, 000 in fiscal year 1982 to the Minnesota Energy Agency 

(
11 Agency 11

) for preliminary pl anning grants to be distributed to 

municipal i t i es for planning related to the development of di strict 

heating systems . The Agency has deve lo ped these rules in 

accordance with Laws of Minn esota 1981, Chapter 356, Section 30 

for the pu rpo se of manag i ng the distribution of the Pre li mina r y 

Planning Grants. 

The obj ec tive of the Preliminary Planning Grant Program i s to 
-

encourage the dev el op me nt and expans ion of economica ll y viable 

district heating systems which have the potential to save energy 

or displace scarce fuels such as oil and natural gas . It is th e 

intent of this program to encourage : 

1. const r uction of new ho t water distric t heat ing systems , 

2 . r econstruction or major expans ion of ex is ti ng st-earn 

district heat in g systems , 

3. expansion of dis t ri ct heating sy stems by development 

of satellite systems or heat i slands which could be 

connected to an ex is ting or proposed centra l heating system. 
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Th is Statement of Need a nd Reasonableness will ill ustrate 

the manner in which the Agency , through the proposed rules, will 

provide state assistance to municipa l ities . 

On Ju ly 6 , 1981, a Notice of Intent to Solicit Outside Op ini on 

concerning preliminary planning grant rules was pub lis hed in the 

State Register at 6 S.R . 26 - 27. On August 10, 1981, a Notice of 
-

Intent to Solicit Outside Opinion Concern in g Draft Rules Governing 

t he Administration and Dist ribution of Pre li minary Planning Grants 

for distr ict heating systems wa s published in the State Register at 

6 S. R. 174. This notice a ll owed for comments to be received unti l 

August 21, 1981. All comments which were receiv ed as a result of 

thos e notices have been considered , and where appropriate, 

incorporated in the promulgation of these rules . 

RULES 

The format used in preparing this Statement of Need and 

Reasonableness is as follows : each rule is stated and underl i ned; 

i t i s then fo ll owed by an explanation of the intent of the proposed 

rule and the need for the proposed rule. 

6 MCAR § 2.4001 Authority and purpose. 

A. Authorit¥ - Rules 6 MCAR §§ 2.4001-2.4007 impl ementing 
the district hea ting preliminary planning grants program are pro ­
mulgated by the agency pursuant to Laws of 1981 , c h. 356 , § 30 . 

This sect i on is necessary to i ndicate the statutory author i ty 

and requirement for promulgating these ru l es. 

B. Purpose . The object i ve of the d i strjct heating preliminary 
pl anning ~rant program is to encourase the deve l opment and expansion 
of econom1call . viable distr ict heat1n systems which have the 
potent1a to save energy and .disp ace scarce fue s sue as 01 and 
natural gas . The program shall encourage : construction of new hot 
water district heating systems; reconstruction or major expansion of 
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existin steam district heatin and expansion of distr i ct 
heatin s stems b evelopment -of sate lites stems or. heat is ands 
w 1ch could be connected to an ex is ting or major centra 
heat ing system l a t er. 

This sect ion is ne cessa ry t o i ndicate to interes ted parties 

th e r easo n for the promulgation of these rules and the pu r pose of 

th e program in which t hey may hope to participate . Th e language 

expresses the purpose of the program as discussed in the i ntro ­

du ct ion to th is Statement of Need and Reasonableness and as t he 

Agency understands l egis l ati ve intent regarding dist ric t heat in g . 

6 MCAR § 2.4002 Definitions. For the purpose of 6 MCAR §§ 2 .4001-
2. 4007 the words or terms defin ed i n this rul e have the mean in gs 
given them . 

The Agency included in this rule def i nit io ns of terms used 

of ten in t he rules which migh t not be understood by the r eade r and 

al so terms which are used in a sh orthand manner in t he rules. 

A. Agency. "Agency" means the Minnesota Energy Agency . 

The term Agency means the Minnesota Energy Age ncy as provided 

in Minn esota Sta tutes sections 116H.0l to 116H.15 . This defin i tion 

is necessa ry in order to i dentify the state agency charged with th e 

r esponsib ility of promu lga t in g rules for t his program and admin i steri ng 

state assistance. It i s used often i n the rules . 
. . . 

B. A licant. 11 A plicant" means a munici alit as defined 
in Fas we as any organizat i on sub m1tt 1ng a Joint app 1cat1 on wi th 
th e mu ni c i a li t y . . No ap lica ti on shall be accepted unles s s ubmit ted 
ya mun1c1pa 1ty as sponsor or co-sponsor . 

This defi nition acknowledges that entit i es other than the 

muo i cipalities app lyjn g for grants may··be the drivjng force behin g 

a district heating project. 
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-
C. Community Heatl0ad -Survey and Map . 11 Community heatload 

survey and map " means a -descr i ption . of the district heating 
ma r ket including location -0f heat source , l ocation, type and age 
of heating s ystems of potent i al , nonresidential customers , annual 
energy consumption and -t emperature r equ irements and approximate 
l oad duration for process heat customers. 

. -
Th e l eg is l at ion r equ ir es that applicants provide this survey 

and map and so its contents are specified here . The required 

contents include in format ion essentia l to determining the like l ihood 

of a projects success . 

D. Director . "Di rector " means the director of the Minnesota 
Energy Agency . 

Thi s def i nition is necessary to ident i fy the person r esponsible 

for receiving, r eviewing, ranking and submitting recommended 

app li cat i ons to the l eg i s lative advisory comm i ttee . I t is also 

nec es sary for a grant r ecipient to know who will be r esp on sib l e for 

eva l uating month l y and final reports . 

E. Major Central System . "Majo r centra l system " is on e that 
does not rely on oil or natural gas. 

An objective of the progr am is to encou ra ge district heat i ng 

projects that save oil and natural gas by us i ng coa l or waste heat . 

However, i t i s often mo re practical to deve l op a new d i str ict heating 

system usin g t emporary heat sources, e .g., oi l and natural gas , and 

l ater , when the ma rk et is larger , to convert to lower cost and more 

readily ava i l ab l e energy sources . Major cent r a l system is defined 

b' a s e d o n en e r g·y s o u r c e to d i s t i n g u i s h i t from n e w s ma 11 er sys t e ins , 
-

or satellite systems t hat hav e the potentia l to be converted from 

precious oil and natural gas to coal and waste hea t. 

F. Mun i c i ality. For urposes 
this program , mun1c1pa 1ty ' mea ns a organ i zed . 
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This definition is ~ecessary because t he enabling l egis l ation 

li mits app li cants to munic ipalities and does not define 

municipalities. Therefore, the Age ncy has taken the def i nition 

from Minnesota Statutes > section 414.011. 

G. Pr oject. 11 Project 11 means the preliminary pl ann i ng project. 

This definition i s necessary to dist ingui sh between pre ­

l iminary planning project and l ater stages of developing a di strict 

heating system . 

H. Satellite or Heat Islan d . A 11 satellite or heat island" 
system relies on .oi l, na t ural gas or the combustion of waste 
material and is a heatin~ system which in the future would become 
a part of a ma j or cent r a system . . 

An importan t way of expanding district heating is to establish 

small satellite systems that can be developed to a size which 

warrents connection to the central system. Because it is important 

to encourage expansion of district heating, satellite systems are 

included in the program . 

6 MCAR ~ 2.4003 Prel i minary pl anning grant program . 

A. Applicat i on schedu l e . . The agency shall accept grant 
app l ications on two - month intervals after the effective date of 
6 MCAR §§ 2.4001 - 2.4007. Applications received shall be ranked, 
and the director sha l l recomm end ranked applications which meet al l 
the criteria to the legislat i ve advisory committee for approval 
and funding . . No .municiea1ity shall be awarded more than two grants 
out of the same approp riation. 

A two - month in terval i s both needed and reasonable since the 
. 

Agency mus t have time to read and eva lu ate al l appl i cat ions . This 
. 

60-day period wil l a l so give the Agency a chance to administer one 

set of grant agree ment s as r equired i n 6 MCAR § 2 . 4006 before begin­

ning another set, wh i ch will help the process run smoothly. Severa l 

funding sequences are r easonable because communities are given an 
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opportunity to learn from each other which will help to i mprove the 

quality of the applications . Also, if quality of applications is 

improved, the public money will be used more effect ively. 

Each application will be ranked by the Agency according to 

the criteria stated in 6 MCAR § 2.4005. Each application containing 

all the information described in 6 MCAR § 2.4004 wi l l be ranked and 

submitted to the legislative advisory committee for approval and 

funding. Applications not containing at l east the minimum infor­

mati on wi ll not be submitted to the legislative advisory committee 

and will instead be r eturned to the applicant. 

It is r easonable not to fund more than two applications from 

the same municipali ty out of the same appropriation . This is 

needed to make certain every community has a fair chance. 

B. Review Process . Applications shall be r ev i ewed and ranked 
by the agency . . The director shall prepare and submit to the 
legislative advisory commi ttee a list of all district heating 
grant requests. Th e list shall contain the necessary supporting 
information. The r ecommendations of the le islative advisor 
committee sha 1 be transmitted to the Governor. The Governor shall 
approve, disapprove, or return for further consideration each 
project recommended for approval by the legislative advisory 
committee . 0 on a roval by the Governor, a rant a reement shall 

e negotiated with the agency 1n accordance wit 6 Mt R . 4 6 . 
Comments on applications not se l ected for grant awards wil l be 
forwarded to the applicant . App lications not funded sha ll be 
included in the next fundin round unless \vithdr_awn. Applicants 

or su p ement their or t e nex t fun 1n 

6 MCAR § 2 .~003 B is needed to inform the applicant of the 

channe l s each application must go through. This revi ew process 

is mandated by Laws of 1981, ch. 356, § 30. 

Th e review process is reasonab l e because those communities 

that have deficiencies in their applications are not automatically 

rejected. In accordance with 2.4003 A., the two - mo nth interval · 
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gives the Agency a chance to comment on proposals not selected and 

gives the communities a chance to modify their proposals for a sub ­

sequent funding round. 

6 MCAR § 2 . 4004 Contents of pre l im i nary planning grant applications . 
Applications shall contain the i nformat i on required by Laws of 1981, 
ch. 356 , § 30, and at l east the fo ll ow in g i nformation : 

Si nce municipalit i es who desire pre l iminary planning grants must 

requ est them, it is necessary and reasonable that the Agency specify 

what must be included in the application for the Agency to properly 

assess the r equest . Certain of the required information is express l y 

r equired by the enabling legislation . The r easonableness and neces ­

sity of the individu a l data requir ements are discussed below . 

A. A community heatload survey and map . Th e survey shall con­
ta i n a description of the heat source and an est i mate of the district 
heating marke t. 

1. If plans call for an ex i st ing heat source such as an 
electric 1eneration plant or a coa l- fired boiler, the application 
shall inc ude at least a discussion of: type , s iz e , age, fuel, present 
use and em i ssion controls. If a new heat source is proposed to be 
used , . the ap lication shall include: fuel, estimated cost of fuel and 

ue avai a i i ty. 

2 . The estimate of the district heating market shal l contain 
nonresidential bui l din information includin location, t e and a e 
of heating system , type of fue and annua energy consumption and a 
description of process load including temperature r equirements and 
load duration . 

3 . Th e map shall show the location of the heat source and 
major load concentrations . 

Th e information contained in the commun ity heat load survey i s 

necessary to determine if a district heating opportunity ex i sts i n 

a community . The information requ ired wi l l be useful to the Agency 

in eva l uating and ranking proposals . 

Economic district heatin g systems r equ ire th e thermal energy 

users to be relatively close to the heat source. The map is neces­

sary to illustra te the proximity of users to the heat source as well 

as the density of th e potential users. 
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B. Community benefit. Briefly di scuss the impact of the 
district heat i ng system on the community and how it would re l ate 
to community development plans . 

C. Communit commitment . I nclude wr i tten ex ressio ns of 
i nterest .an comm i tment . rom .maJor potentia oads , owner of eat 
source , and the municipal governing body . 

Community benefit and community comm i tment . App li cants that 

can demonstrate a community benefit are mo r e l ikely to succeed i n 
. 

developing a district heating system. Development of a di str i ct 

heating system requires commitment and participat i on from al l 

segments of a community . If there is substantial community benef i t, 

the chances of obta i ning this commitment are greater . It is 

reason ab le to requir e that the comm i tment and benefit be demonstrated . 

D. Project plan. Th e project plan shall includ e a list of 
tasks, time estimates for each task and a list of deliverables . . It 
should also include rough es t i mates of ti me required in successive 
stages such as design and construction . 

App l icants should demonstrate that their plans can effectively 

carry out the prelim i nary assessment. By requiring an applicant 

to include a preliminary estimate of the time it wil l take to 

develop a district heating system to construction, the applicants ' 

awareness of the fact that this i s normally a long and compl i cated 

process will be intensified. 

E. Project budget . Inc]ude an estimate of expenditu r es by 
category , e. 1. personne l, travel, etc. , also estimates of costs 
by project pan task. 

The budget is necess ary to show the ~gency how the grant money 

will be spent. 

F . Project organization chart and use of consultants . 
Assistance in preparing applications can be obtained from the Agency . 

It is necessary to kno~ the type of consultant (eng)neering 

vs . economic) and who will be actually performing the work. The 
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Agency will be using its experience in previous projects to assist 

the communities in their preliminary assessments . The organization 

chart is the first piece of information needed to begin helping 

them. 

6 MCAR ~ 2.4005 Rank in g criteria. Applications will be ranked 
according to the following criteria, which are li sted 1n order 
of importance: 

The criteria of 6 MCAR 2.4005 are needed so the appl i cants 

know the standards by which their applicat i on will be judged. A 

ranking system is necessary since the number of grants allowed by 

current appropriation is li mited and it is, therefore , important 

that the planning projects which have the high est probabil i ty of 

proceeding to construction are funded. 

Anything which will support the granting of an application even 

tho ugh not clearly required by any of the rules or criteria should 

be included in the application. The Agency has not stated the 

criteria in greater deta il because app l icants may limit information 

provided to the Age ncy. Applicants shou ld provide any information 

which will better sel l their project. 

A. Estimated capital cost per mil li on BTU of energy sold 
per year. 

Heat from district heating systems wi ll be used on ly if i t is 

economi cally competi t ive in the l ong run with other heat sources. 
. . 

In applying criteria, this formula wi l l gi ve the Agency an indi cation 
. 

of the competitiveness of the proposed system which relates to the 

chances of it being successful l y developed. Thi s is the highest 

r anked criteria because if district heating is not economica lly 

competitive in the long run the other factors are irre levant. 
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B. Benefit to the community . 

Since these grants are made with . public money , the Agency 

feels it is important that the general commun ity benefit . The 

applicant should be aware that the 8gency wil l look at this factor 

i n it s ranking. Examples of community benefit might be environ­

menta l benefit , signif i cance for jobs , significance to community 

in low cost energy, development of an industrial park, coincides 

with long and short range planning, and others . 

C. Project plan . 

Comp l eteness and credibility of project plan will be i mportant 

factors the Agency will consider in determin in g whether state 

funds will be used efficient ly and effectively . 

D. Community commitment . 

It is the Agency ' s experience that systems which have very 

little community involvement do not succeed. Therefore . a 

demonstration of community commitment at the outset wi ll be requir ed . 

E. Thoroughn ess of commun ity heat1oad survey . 
. 

Although t he heat load survey and map are the first i tem 

mentioned i n the l eg islation, they are 1is ted here be low economic 

competitiveness , community benefit and commitment because i t i s 
. . . 

the tota l ity of t he rul es and not the survey and map by themse l ves 

that are important. The survey aod map are used as a ranking 

criteria to show the applicant that reliable i nformat ion i s 

expected . 

F. Qualifications of project personnel . 

Th is is li sted as a criterion to assure that i t is included 

in the application. It is doubtful that applicants will be graded 

down on their selection of a consu l tant. 
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G. Clarity and conciseness. 

It i s important that an application is cl ea r and concise 

and i s under s tandable to Agency personnel . Th e Agency does not 

e l evate form over substance and glossy appl i cations are not 

expected. 

6 MCAR § 2.4006 Agreement. After approval by the Gove rnor, the 
applica nt shall enter into an agreement with the agency . 

It is necessary and r easonabl e for the 8gency to r equ i re 

i ndi vidua l agreements with each grantee to appropr ia te ly deal with 

the great variation s in the projects to be proposed . 6 MCAR 

~ 2.4006 i s need ed in order to inform th e prospective gran tee 

that a contract will be drawn up between the successful app li~ant 

and th e Agency for purposes of formalizing the dut ies , activities , 

and obligations of the grantee and t he Agency . 

A. The agreement shal l speci fy the grant amount and the 
duration of the ~ra nt . Th e agreement sha l l in clude assu ran ce 
that the local s ar e will be provided and that the agreed-upon 
work program will be carried out . A grant a~r eement based upon 
a joint application must be executed by the ead aep1icant . 
Amendments and extens i ons may only be made in wr1t1ng and must 
be s i gned by al l partie s . 

It i s r easo nable and needed that the contract s pec ify the 

amount of the grant and the period of time the grant will cover. 

This will also aid the municipality in predi cting the cash 

receipts relativ e to the expenditure of funds. The provis i on for 

assurances .that t he local sha~e is being provided is both needed 

and reasonable in order to assure th e Agency that the loca l unit 

of gove rn ment i s making a s i gn ifi can t contribut i on while at the 

same t i me being t he recipient of some of the financial and 

technical resources avai l ab l e from t he Agency . 
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Th e r equirement of t he l ea d applicant , of a joint app li cation, 

executing the contract is r easonab l e and needed in order to 

des i gnate who wil l be in charge of a dm ini s tering t he grant on the 

loca l l e vel and formalizing that r e l ationship between the lead 

applicant and Agency . 

It is al so neede d and r easonab l e for the Age ncy to allow fo r 

contract amendments because of problems or s ituat i ons which may 

necessitate program change . At the same t i me it i s needed and 

reaso nab le that these amendments be made in writin g and approved 

by the grantee and the 8gency so t hat both parties r ema i n awa r e 

of thei r r esponsibi liti es and obligations und e r this program . 

Th e need for justifying any grant extens i on in wr i ting is reason ­

able t o the gr antee and the Agency because it wi ll supp ly the 

opportunity to supply suggestions whi ch may be helpful in resolving 

any problems which may be inhibiting successfu l complet i on of the 

agreed-upon tasks . 

B. Funding period. Planning grants will be approved for a 
period of up to one year . 

6 MCAR § 2.4006 B. is needed to inform the munic ipali t y that 

a period of up to one year will be allowed for t he completion of 

a p l anning gran t . 

Most planning agreements wi ll be written for a period of not 

more t han s i x mont hs , however, the Agency want s the f l ex i bil i ty 

of being ab l e to extend this up to one yea r to accommod a te 

sc hed ul es for other city projects t hat might impact t he distri ct 

heating plan . 

6 MCAR § 2.4006 8 . is r easonab l e because i t provides sufficient 

flexibility to implement a project based on the scope of work 
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predetermined by the Agency and the grantee . This flexibility i s 

necessary because the kinds of projects funded under this grant 

program are extremely diverse and will require varying amounts 

of time to successfully complete. 

C. Grant limitations. 

1. Pl anning grants sha ll not exceed 90% of e li gible 
plannin g costs . 

2. No single grant shall exceed $20 , 000 . 

Ru l e 6 MCAR s 2 . 4006 C 1. is needed to clearly state to the 

applicant that a planning grant sha ll not exceed 90% of the total 

e li gible planning cost for their district heating planning project. 

This 10¾ l ocal cash match ratio is reasonable because it shows a 

sign i ficant local match which when combined with the Agency ' s 

grant amount can be used to help so l ve the l ocal energy problems . 

6 MCAR § 2 . 4006 C 2 . a ll ows for the Agency to grant planning 

monies up to 90% on a projects total cost , not to exceed $20 , 000. 

Th ese maximums of 90% and $20,000 are specifica lly pr escr ibed i n 

La ws of 1981, ch. 356, § 30. 

Furt hermore , if the Agency is willi ng to contribute up to 

$20,000 the loca l unit of government should be willi ng to contr ib ute 

at least 10% because it will be the primary r ecip i ent of the 

benef i ts that are derived from the project: 

of ra nt 

Thi s rule is needed for the app l icant to understand on what 

pasis or schedule gra nt funds will be made available to the app li cant. 
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The provision of 90% of the grant funds during the f irst mon th 

of the cont ra ct period is reason ab le because of t he s udden i ncr eas e 

in expenses dir ect l y assoc iated with the grant program and the 

short (2 -6 month) time frame . These s udd e n costs ar e for expenses 

such as salaries, fringe benefits, materials and sup pli es , and 

con tractor expenses . 

I t i s a l so reasonab l e fo r the Agency to wi thho l d 10% of th e 

grant amount unti l a satisfactory evaluation has been comp l eted . 

Thi s is needed and reasonable in order f or the Agency to be sure 

tha t the grantee has comp leted all of th e agreed-upon work program 

and that th e l oca l un i t has contributed its local share. 

E. Required reports. The grantee sha ll submit to t he a~ency 
on the first of each mo~th a report briefly stating t he act iv1ti es 
that have transpired during the month . The firantee sha ll provid e 
the ag ency with three copies , on e of which s a ll be a camera ­
ready copy, of the final pre li minary plannin g r eport . 

Thi s rul e is needed to inform t he grantee that brief monthly 

rep ort s to the Agency will be required to keep the Agency informe d 

on the progress of thi s recipi ent's program. This i s a rea sonabl e 

r equirement place d upon t he grantee that will in form the Ag ency of 

th e pr ogram ' s status and provide an indication of when and how 

the Agency may be of ass i stance to a community in bring ing about 

th e successfu l comp l etion of its p1anning -program. 

I t i s a l so r easonabl e for the grantee to provide the Agency 

with three cop i e s inc l ud i ng a camera- r eady copy of any final repor ts 

developed for the commun ity under this program. Th e provi sion of 

three cop i es will a ll ow the Agency to ke ep cop i es r ead ily available 
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and allow for copies to be easily reproduced which will help to 

make the information contained therein more accessib l e to other 

communities or agencies in t he State of Minnesota. State law 

l imits the number of copies that may be required to three. 

F • Records. The .grantee sha ll ma intain for a period of 
not less than three years from the date of the execution of the 
contract all records relating to the receipt and expend i tures 
of grant monies . 

This requirement is needed and reasonabl e in ord er to comply 

with Minn. Stat. § 138.17 and the Agency ' s record ret ention 

sch edu le which was prepared pursuant to this l aw . 

G . . Contract deviations. No grant funds shall be used to 
finance activities by consultants or local staff if the activities 
are not include d in the gra nt contract, unless agreed upon in 
writing by the agency . Unless agreed upon by the ag ency , a mun ic­
i pa1ity may not contract out all its energy-rel ated acti vit ies to 
consultants. 

This is bo th needed and reasonable because it informs the 

grant recipient that it is bound by the grant contract to fulfill 

the r equ irements of that contract . It a l so in dicates to the 

possible grant recipient that t he fina l grant application and con­

tract should accurate ly reflec t the concerns addressed. Likewise 

it indicates that the local staff can r easonably and usefully 

work on the project. Any deviations to the contract must be made 

in writing in order to assure the Agency tha~ the activities and 

expenses are allowable und er this programs rules. 

It is also reasonable not to al l ow 100% of a ll activities to 

be done by consultants. If the Agency were to allow 100% grant 

expenditures for consultants it is likely that the local unit of 

government will not be deeply involved in the planning process. 
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By not a l lowing al l grant expenditures to consultants the loca l 

unit will be more responsib l e for portions of the district heati ng 

deve l opment plans. This in turn wi l l increase the likelihood that 

the plan or portions of that pl an will be implemented. 

6 MCAR § 2 . 4007 Evaluation. 

A. The Agency shall conduct an eva l uat i on within 60 .days 
of the submission by the Grantee to the Agency of th e final 
report .and all the required reports and f i nancial documents . 
The evaluation sha11 assess: 

1 . Whether the local share contributed was equal to 
or greater than 10% of the total cost of the preliminary 
planning project . 

This evaluation requirement is necessary and reasonable to 

evaluate the program to see i f the program ratios are met . 

2. Whether the agreed-upon work program was completed . 

This is necessary and rea sonab le in order to see that the 

local unit has fulfilled its obligation as detail ed in the grant 

contract . This portion of the evaluation will be based on the 

final approved applicat i on and the signed contract agreement. 

3 . Whether the governing body has forma ll y reviewed 
t he completed preli minary district heating plan . 

This requirement is necessary to i nsure that the govern i ng 

body which submitted the application has formally reviewed the 
-

documents which are developed from the work of this program . This 

is intended to insure that the govern i ng body of the loca l unit 

formally considers the f i ndings of the program and conside r s for 

imp l.ementation the aspects of the program wl1ich : may ass i st i n the 

r eso lut ,i,on o.f the local unit of government ' s energy problems. 
-

B. satisfactory evaluat i on the rema i nin 
10% 0 t 
the resu are unfavorab e to the grantee and 
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the grantee -d0es not . agree with the f i ndings of . the evaluation, 
the grantee may request a review by the director. 

It is also reasonable that the state will then prov i de the 

remaining 10% of the grant contract amount. It is necessa ry for 

the state to withhold the last 10% of grant funds in the event 

that the agreed-upon work program i s not completed. Because the 
- -

Agency is investing heavily in the future , the director must have 

some recourse, such as withholding 10% of the grant funds, if 

contract obligation s are not fulfilled. 

I t is also needed and reasonable to allow the grantee a 

revi ew before the Agency in the event that an evaluation is 

unfavorable to the grantee . This hearing will provide an oppor­

tun i ty for the grantee to submit information or ev id ence to the 

director upon which the director can reconsider t he decision that 

performance did no t meet the standards set . 
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