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C-BED status of Goodhue Wind and other issues related to Power Purchase Agreements

Burl Haar, Executive Secretary

MN Public Utilities Commission

121  7th Place E.  Suite 350

St. Paul, MN  55101-2147

Dear Dr. Haar,

Upon examination of Goodhue Wind’s prospectus and Minnesota Statutes regarding C-BED, it would appear that Goodhue Wind cannot be classified as a C-BED project.

Minnesota statute section 216B. 1612 , subsection 1 paragraph g:

(g) "Community-based energy development project" or "C-BED project" means a new renewable energy project that either as a stand-alone project or part of a partnership under subdivision 8:

    (1) has no single qualifying owner owning more than 15 percent of a C-BED wind energy project unless: (i) the C-BED wind energy project consists of only one or two turbines; or (ii) the qualifying owner is a public entity listed under paragraph (b), clause (5), that is not a municipal utility;

    (2) demonstrates that at least 51 percent of the gross revenues from a power purchase agreement over the life of the project will flow to qualifying owners and other local entities; and

    (3) has a resolution of support adopted by the county board of each county in which the project is to be located, or in the case of a project located within the boundaries of a reservation, the tribal council for that reservation.

Emphasis added to areas of concern.

Currently, Goodhue Wind does not qualify as a C-BED project.

In their prospectus, page 30, Goodhue Wind included a table that demonstrates what percentage of the project National Wind would own under various scenarios.

National Wind, according to the prospectus, plans to retain 50,000 shares of ownership in Goodhue Wind. Furthermore, only a maximum of 40,001 shares were proposed to be offered to investors in the immediate area of the project. According to their prospectus, National Wind currently owns more than and never intended to own 15% or less of Goodhue Wind.

In a letter to the editor in the Zumbrota News Record in the November 25, 2009 issue, Chuck Burdick, representing National Wind, explained that Goodhue Wind still would qualify as a C-BED project because National Wind is operating as a “local entity”, and that a local entity is not prohibited from owning more than 15% of a C-BED project.

This assumption is not supported by the intent or language of the statute, or even any common understanding of the English language. While “qualifying owner” is defined in the statute, “local entity” is not. Since the statute explicitly created the concept of “qualifying owner” it implicitly created the category of  “nonqualifying owner” and further explains the parameters that a C-BED project must operate with nonqualifying ownership.

Since “local entity” is undefined by the statute, we are left to deduce what level of participation a party may take in the project and still retain the status of “other local entity”. The complete spectrum of ownership is covered either by “qualifying owner” or “nonqualifying owner”, so we must deduce that since the category of “other local entity” was created in addition to “qualifying owner” and “nonqualifying owner”, “other local entity” falls outside of the spectrum of ownership altogether. Since National Wind clearly owns a stake in Goodhue Wind, they are not, for the purposes of this statute, an other local entity. Since their holding is more than 15% of the project, they cannot be considered a qualifying owner, but rather a nonqualifying owner. If C-BED status were to be considered for Goodhue Wind, according to statute 216B.1612, subsection 7, paragraph c,

(c) A qualifying owner, or any combination of qualifying owners, may develop a joint

venture project with a nonqualifying renewable energy project developer. However, the terms of the C-BED tariff may only apply to the portion of the energy production of the total project that is directly proportional to the equity share of the project owned by the qualifying owners.

the terms of the C-BED tariff would only apply to the portion of Goodhue Wind that is not owned by National Wind, and 51% of the gross revenue from the power purchase agreement must flow to owners and local entities that are NOT National Wind.

Automatic Rate Recovery

Since public utilities are granted the privilege of using deferred accounting to list expenses as recoverable assets, the people who are “loaned” the money, the ratepayers, would have certain contractual obligations. Under normal circumstances, this is not a problem as the Public Utilities Commission can facilitate public comment and oversight so that the public can give their informed consent to the new contractual obligations. 

A serious problem here, is that Xcel, in their PPAs , have omitted from the public process all information that is crucial for informed consent of the ratepayers. By omitting any real costs that are to be recovered from the ratepayers, Xcel is asking the Commission to force the ratepayers to sign a blank check.

If any rate increase that results from this project is to be honored and upheld against legal challenges, the ratepayers must be able to see the real costs that they will be forced to cover in order to give their informed consent. In the absence of such information, Xcel should not be allowed automatic rate recovery for any of the expenses that are not listed and made available for customer scrutiny.

Any attempt at automatic rate recovery without informed consent from the customers from which the “assets” are to be recovered, would be an unconscionable contract and threaten the commercial integrity of the public utility system. 

Furthermore, for the purpose of the C-BED statutes, Xcel cannot be considered a local entity as it is a publicly traded company, which largely exists outside the state. The statute explicitly states that 51% of the revenue from a power purchase agreement must flow to qualifying owners and other local entities. If revenue from the power purchase agreement is to be recovered from ratepayers, the portion that is recovered from qualifying owners and other local entities in the state would not “flow to” them but merely “flow through” them as a loan and not as revenue.

As such, any money recovered by Xcel from Minnesota ratepayers cannot be considered as part of the required 51% of revenue flowing to qualifying owners or other local entities when originally paid out from Xcel for purchased power.

Thank you for you consideration,

Paul Reese

c/o 22115 350th  st.

Goodhue Minn. 

