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Xcel leaves developers powerless on ‘Midtown

Burner’ project
by Burl Gilyard, Staff Writer

Minneapolis-based utility Xcel Energy has walked away from negotiations with the
developers of a proposed, $92 million wood-burning power plant in south
Minneapolis, informally known as the “Midtown Burner.”

That leaves project’s developer, Minneapolis-based Kandiyohi Development Partners,
and its Midtown Eco Energy LLC without a power-purchase agreement required by the
agreement it has to purchase the site from the city of Minneapolis.

Minneapolis Mayor R.T. Rybak, once a supporter, now does not favor giving Kandiyohi
any time beyond its June 9 deadline to find another power source and get a deal
done.

“‘Northern States Power Company has ended negotiations with Midtown Eco Energy
LLC in connection with a proposed biomass plant in the Phillips neighborhood of
Minneapolis.

NSP’s decision was based on a number of factors, including its assessment of
ongoing system portfolio needs,” said Kent Larson, regional vice president for
Northern States Power, in a brief statement.

Northern States Power is a subsidiary of Xcel Energy. Xcel spokeswoman Patti
Nystuen declined further comment.

Rybak opposes giving Kandiyohi any additional time.

“‘He does not support extending this contact and is disappointed that these folks
weren’t able to live up to what our expectations were,” said Jeremy Hanson,
spokesman for the mayor.

Craig Wilson, a principal with Kandiyohi, declined to comment Tuesday, saying that
his firm planned to issue a statement Wednesday morning.

In an earlier statement issued last Friday in response to inquiries from the Star
Tribune newspaper, Kandiyohi said that it was “very surprised” by Xcel's decision and
noted, “Over the last few weeks, we were under the impression that we were
partnering to finalize a signed agreement. ...We are disappointed with the difficulty in
negotiating with city leadership and Xcel Energy. ... We remain committed to making
the vision of environmentally friendly renewable energy a reality.”



Kandiyohi proposed buying a city-owned 1.6-acre site at 2850 20th Ave. S. that
houses a still-in-use garbage transfer station.

It's been nearly two years since the Minneapolis City Council voted to sell the site to
Kandiyohi for $557,500. The council already granted the developers a one-year
extension on the purchase agreement from March 2007 to March 2008, to give them
more time to put a deal together.

In March, as debate about the project heated up, Xcel acknowledged in a letter that it
was in negotiations with Kandiyohi.

Kandiyohi’s purchase agreement with the city expired on March 30.

State law, however, allows Kandiyohi an additional 60 days to meet the conditions of
the contract. That clock began ticking after the city notified Kandiyohi that it had met the
conditions to exercise its option to buy the site, which puts the current deadline at
June 9.

Minneapolis City Council Member Gary Schiff, whose ward includes the proposed
project site, once supported the project, but became an opponent as the project
dragged on.

“Their options are dwindling,” Schiff said. “They have until June 9th to find another
entity to sign a power purchase agreement. Myself and several of my colleagues have
made it clear we're not interested in extending the contract.”

Schiff noted that from the city’s perspective, there’s no pressing need to redevelop the
site. The current concept had been driven by Kandiyohi’s interest in the site.

“The city Public Works Department never considered it surplus land,” Schiff said. “It
works just fine right now as a transfer station.”



