MINUTES OF

THE FOURTH OWWG MEETING

“LOCALLY OWNED ENERGY FACILITIES”

THE DALLES

June 3, 2003

General comments

This fourth OWWG meeting focused on the benefits of and strategies in forming and financing locally owned energy facilities. Because many of these issues are valid for wind energy as well as biodiesel and methane digesters, we expanded the scope of this meeting to include those technologies as well. Therefore, this workshop was organized in close cooperation with the Oregon Department of Agriculture. 

The process of applying for USDOA Value Added grants was also discussed. These grants can assist with feasibility studies, business plan development, and operating capital for such endeavors. 

Over 80 people attended the workshop. A registration fee of $25 was used to help pay for fees and travel arrangements for a number of speakers. Additional sponsors were the Oregon Rural Electric Cooperative Association and the Oregon Farm Bureau Federation.

The Agenda as shown on the last page of these minutes lists the speakers and topics.
The Program

The first speaker was David Kolsrud. He is a farmer in Minnesota, has investments in several ethanol, wind and soybean plants and has played a major role in several ethanol plant and wind farm developments. Dave gave an inspiring overview of the history of locally owned energy projects in the Mid-west. With the traditional cooperatives as a base, groups of farmers started to develop and own a few ethanol plants. Over the years many more ethanol plants have been built and more recently, these farmers expanded their investments to include locally owned wind farms. Under the motto “from cob to car” they even expanded to own a store with gas/ethanol pumps, but this has not been a financial success.

Next, attendees met in two concurrent sessions. We decided to keep those interested in wind energy and biodiesel together in one session, while those interested in methane digesters met separately.

Wind farms and biodiesel facilities

The presentations by Dave Kolsrud, Mark Willers and Dave Swanson can be found on the OWWG web page at www.energy.state.or.us. Click on Renewables and then OWWG to be found under Wind.

Beginning the discussion on wind farms and biodiesel facilities was Mark Willers, farmer in Minnesota. Mark is president of Minwind I, a farmer-owned commercial-size wind farm. Mark explained how he and a group of 65 other farmers developed their first wind farm. Business organization and structure (LLC versus Coops, different corporations, etc.), accounting structure, issues of control (federal, state, SEC, etc.) and accounting were discussed. Mark also showed data that indicate the much larger positive impact on the local economy with projects that are locally owned rather than outside-the-state ownership. Those data were from a study that is about 7 years old. The University of Minnesota is currently in the process of updating that study. 

A good wind site, a power purchasing contract, the Federal PTC, the state production payment of 1.5 cents per kWh and reliable wind turbines with a good maintenance contract and insurance were mentioned as crucial requirements for a successful project. 

Mark thought that an Oregon financial package could be effective with the combination of the business energy tax credit (BETC), the energy loan program from the Oregon Office of Energy, and possibly some kind of production-based incentive from the Energy Trust of Oregon (similar to the incentive offered in Minnesota).

Next, Dave Kolsrud discussed a detailed list of the many steps involved in forming a locally owned energy project. Although Dave emphasized that there is no clear path that works for all projects, most projects follow his outline. Dave also presented an overview of what needs to be included in a feasibility study and a business plan. And he briefly touched on what a lender’s analysis entails and the lessons learned from the “New Generation Cooperatives”.

David Swanson was the next speaker. David is an attorney at Dorsey & Whitney LLP, Minneapolis, who has worked with many start-up groups on the organizational, tax and securities issues involved in starting a new rural enterprise. David’s presentation explained the difference between the ownership structure of Co-ops versus LLCs, how to select a structure for a new value-added business such as a wind farm or biodiesel facility, the tax attributes of each, and the cost of securities registration. He recommended the LLC structure for locally owned wind farms.

Methane Digesters

Four methane digester projects in Oregon were discussed during this session. 

The broad benefits of methane digesters integrated into a dairy or other livestock operation include: 1) odor control, 2) renewable energy production through methane gas, 3) balancing the nutrient application to farmland of phosphorus and nitrogen, and reducing the overall need of nitrogen from off-farm sources, 4) additional income from marketing of dried solids/compost, or re-used as animal bedding 5) pathogen reduction in the manure (97% of all pathogens are eliminated in the digester due to the anaerobic process and heat), and, 6) lowering the land requirement for application of nutrient water (due to the elimination of the phosphorus in the solids, land requirements can be cut in half for a given number of cows).

Digesters can be scaled, but a general cost ranges is $300,000 to $500,000. The larger the capacity and more cows, the lower the cost per cow for the operation. http://www.harvestcleanenergy.org/pdfs/Biogas.pdf
· Erhardt Steinborn operates a 700-cow dairy between Carlton and McMinnville. He is currently in the design and engineering phase of a Plug Flow Methane Digester. Engineering should be completed in the next 45-60 days. The facility is being designed for a capacity of 1000-1200 cows. It is patterned after a similar facility in Minnesota (see materials at http://www.mnproject.org/pdf/Haubyrptupdated.pdf).

· Bernie Faber is the owner/operator of Cal-gon Dairy in Salem, OR. During the past 2 years Mr. Faber has worked with PGE on the installation and operation of an anaerobic manure digester that produces enough methane gas to power a 100-kilowatt generator at his 450-cow dairy. PGE built the facility as a research operation in the planning of a much larger 4-megawatt biogas plant for eastern Oregon that would be fueled by 20,000 dairy cattle. http://www.dairyfarmersor.com/pages/pages/newtech1.html
· PORT OF TILLAMOOK PROJECT: The Port of Tillamook Bay and area dairymen have been working for many years on the potential of a regional digester that would collect the manure of several dairies that would be fed into a single digester. The Port received a $1 million special appropriation from the U.S. Department of Energy to set up a digester. This first digester’s capacity will be 2,000 to 3,000 cows. They are currently in the contracting stage of development and RFPs have been issued for a consultant. With some site preparation underway, construction will begin in July. According to Jack Crider, the Port of Tillamook Bay General Manager, the plan is to start accepting manure in early November and begin producing methane by December. Crider is anticipating that six nearby dairies will participate in this initial digester. Within the next two years, the Port of Tillamook Bay is anticipating three more digesters — all with about the same capacity, strategically placed within Tillamook County where local dairies can participate. 

     http://www.potb.org/methane-energy.htm
· Myrtle Point Biogas Project: Adam Zimmerman, Mid-South Oregon Coast Programs Coordinator for Shorebank Enterprise Pacific (SEP), provided a summary of this project. In mid-2000, the City of Myrtle Point received funding from the USDA Forest Service Rural Community Assistance Program, Valley Crest Foods, and Shorebank to explore the feasibility of the construction and operation of a regional biogas facility. The initial feasibility study concluded the project could provide a stabilizing economic impact for dairy farmers and the processing plant, reduce non-point source pollution, improve the City’s wastewater treatment effluent discharges, and produce valuable and salable by-products to offset operation costs. The study found that the most economically viable of three scenarios was for the plant to produce and sell methane as fuel only; no electricity would be generated due to the high cost of the infrastructure needed. One of the key challenges in the design process has been planning a facility based on the seasonality of the pasture-based farm practices in the Coquille Valley. One additional source of feedstock in the summer is fish waste.  Fish waste in significant volume is available from the nearby Charleston fishing fleet and is under consideration as a digester feedstock. 

http://coosswcd.oacd.org/Bio gas.htm 

Farmers who are interested in a methane digester project are encouraged to visit with producers who are already using such a system; ask lots of questions and get a first-hand view of several different digesters and how they fit in with the dairy/livestock operation. While the technology is not new, refinements are constantly being made in various operations to improve the process and make it more efficient and economical.

Afternoon Program

After lunch we had a lively discussion on the issues discussed during the morning sessions on locally owned energy projects. Dave Kolsrud, Mark Willers and Dave Swanson answered many questions from the audience.

Dave Warren, General Manager of the last Mile Electric Coop was unable to attend the workshop. 

The USDA Value-Added program was discussed next. The timeline for grant applications is still not clear because the proposed rules haven’t come out yet. It is expected that the RFP will come out some time late summer, after which there will be a 30-60 day window to submit the proposals. The decision on who will receive a grant is expected early to mid-winter.

An example of a successful Value-Added proposal is posted on the OWWG web page.

Wrap-up and Next Steps

Attendees expressed their appreciation for the wealth of practical information that was provided by the speakers. Most appeared a bit overwhelmed by the amount of work that is needed to get a locally owned energy facility developed and built. But at the same time, the economic benefits of doing so were clear to all.

At least one participant expressed his intention to apply for a grant under the Value-Added grant program.

The next OWWG is scheduled to take place at the end of September/early October in the Bend/Sisters area. 

Agenda

Oregon Wind Working Group (OWWG)

Fourth Meeting, The Dalles, OR, June 3, 2003

In cooperation with the Oregon Department of Agriculture

This fourth OWWG meeting will focus on the benefits of and strategies in forming and financing locally owned energy facilities. We will also discuss the process of applying for Value Added grants that can assist with feasibility studies, business plan development, and operating capital for such endeavors. Because many of these issues are valid for wind energy as well as biodiesel and methane digesters, we have expanded the scope of this meeting to include those technologies as well. Therefore, the Oregon Department of Agriculture is co-sponsoring this meeting. 
We have invited three experts to discuss these issues and provide the workshop participants with detailed information based on practical experiences. 

David Kolsrud, farmer in Minnesota, has investments in several ethanol, wind and soybean plants and has played a major role in several plant developments.

Mark Willers, farmer in Minnesota, is president of Minwind I, a farmer-owned commercial-size wind farm. He served, among other things, on an USDA committee on farm programs.

David Swanson, an attorney at Dorsey & Whitney LLP, Minneapolis, has worked with many start-up groups on the organizational, tax and securities issues involved in starting a new rural enterprise. 

When:

Tuesday, June 3, 2003, 9 AM to 4 PM 

Where: 
The Columbia Gorge Discovery Center, in The Dalles, Oregon

Agenda
09:00 – 09:15
Welcome – Carel DeWinkel, Oregon Office of Energy, Brent Searle, Oregon Department of Agriculture, and Curtis Framel, USDOE, Wind Powering America

09:15 – 09:30
History and formation of locally owned energy projects - David Kolsrud
09:30 – 10:30
Three concurrent sessions: ownership and structure of  (1) wind farms (Willers), (2) a biodiesel crushing facility (Kolsrud), and discussion of methane digesters (Oregon farmers and others)

10:30 – 10:45
Break (sponsored by the Oregon Rural Electric Cooperative Association)

10:45 – 11:30

Continuation of three concurrent sessions

11:30 – 12:00
Ownership structures (co-ops and LLCs) – David Swanson

12:00 – 01:00

Lunch in cafeteria (own expense)

01:00 – 02:00
Ownership structures (co-ops and LLCs), continued – David Swanson

02:00 – 02:15
A partnership with Last Mile Electric Coop? – Dave Warren, General Manager

02:15 – 02:30

Break

02:30 – 03:30
Applying for USDA Value-Added grants – David Kolsrud and Mark Willers

03:30 – 04:00

Discussion of where to go from here

� As part of its Wind Powering America program, the U.S. Department of Energy (USDOE) is funding the formation of an Oregon Wind Working Group (OWWG) and its activities over a four-year period, beginning June 1, 2002. The Office of Energy is the lead organization. The group includes representatives of utilities, government agencies, environmental groups, farming and rural interests, and developers. 
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