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South Dakota Wind
Energy Association

a Organized January 2009
a Purposes

i Provide a forum for education, research, and
reliable information

i Serve as a ocl eari ngho
challenges, and barriers to wind development

i Capture the economic O
development for South Dakota and its
citizens

i Policy advocate




Enabling wind development
Forum for diverse wind inter
Seeking solutions




Blueprint for South Dakota
Wind Development

o Blueprint Goal

i Develop a profile of:
A Needed initiatives
A New or modified public policy
4 Resources required
AANd ... ... Other

a Blueprint Schedule
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South Dakota Electric
Demand

a About 3,000 megawatts

o Current installed wind:
412 megawatts

2006 EIA Data: Summer Capability

lllinois

South Dakota Minnesota







Historic Population Growth

1950 - 2000
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Drivers for Wind Development

 Hedges risk of renewable portfolio
standard and/or carbon tax or cap

 No fuel costs

 No emissions / no wastes requiring
disposal

 Provides income to landowners
(economic development in rural South
Dakota) and to investors

i Requires no water




Challenges in Wind Development

a Wind is an energy resource only, cannot
schedule, difficult to predict

a Short-term rate impact

a Cost, need, and timing of major transmission
additions

o« Market access
a Siting
o Environmental issues

a Long-term equipment availability 1
maintenance




Challenges with Wind
Development

 Variable and non-dispatchable

i Must be supplemented with constant
sources

» Wind In remote areas
i EXxpansive new transmission needed
s ANot 1 n my Dbackyar do

 Seams agreements or national policy
needed

 Renewable Portfolio Standards (RPS)
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Exporting of Wind Powe
Generation

s Federal legislation
a Transmission
o State legislation
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20% Wind Energy by 2030

Increasing Wind Energy’s Contribution to

U.S. Electricity Supply




Wind Power in Queues (MW)
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Why extra high voltage?

345 kV
Six Single Circuit Towers
(900 ft. Right-cf-Way) 765 KV
One Single Circuit Tower
(200 ft. Right-of-Way) 345 kV
Three Double Circuit Towers
(450 fi. Right-of-Way)
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| andowner and
Wind Rights
ISSues




| Wind Development: Risk vs. Reward

L ower Risk & Intermediate Risk &  Greater Risk &
Responsibility: Responsibility: Responsibility:
Lower Reward [Intermediate Reward Greater Reward

| easing Land 1

& Cooperative, Individual
Wind Eﬂmpany’, Investment Pﬂﬂl, DWI"IEFShI[‘.I
Utility Partnership
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| andowner Assoclation

 Relatively new trend

i Worked with or knowledge of associations In
CO, KS, NM, NE, TX, MN and WY

 Negotiating as a group

 Landowner Associations can take many.
forms

 RFP _Model and Joint Representation
Model

i Varied of alternative formats




| andowner Assoclation

«  Common elements in both Models

i Landowners organize in a simple association

(likely, a limited liability company but can be another
type of entity)

i Fee collected from Landowners (per acre)

i Negotiate collectively for a period of time

i Membership is not a commitment to enter a lease with
developer or anyone else T typically only a
commitment to negotiate through the association.




Structure Associlation

Generally LLC (could be other type of entity)
i Distinct entity with liability protection

i Consi sts of Nl nter est
entities)

i Flexible structure

Governing Documents
i Designates Managers
i Voting per 1 ndividual

The entity may or may not have duties and
responsibilities (including sharing revenues)
after the leases are executed.




Reqguest for Proposal Model

i« Elements

i Organize association (if appropriate, other entities may
work as well)

i Aggregate interested landowners and raise funds
i Conduct preliminary studies (wind, transmission)
i Market project through request for proposals (RFP)

i Landowner is usually not committing to sign lease with
any developer- typically, it is only a commitment to
negotiate through the association for a period of time.




The Request For Proposal

o Written solicitation to prospective
developers

u Sets out desired terms, Issues

i Economics (e.g. signing bonus; option fee;
Installation fee; royalty and minimum royalty;
enhanced royalty; transmission fee;
substation fee; e)

i Other important association issues (following
slide)

a Tool for critical developer evaluation




| andowner Issues

Easements Granted Allocation of Payments
wind, ccess tra smission, ] )
g h'ad’o Pk e r . N 0 b&ifitidn of Gross Revenues

Crop Damage / Other damage Termination

Indemnification Provisions that survive termination

Liability Cap for Landowners Non-Interference Provision

Insurance Persor\al Development (small wind
and sola

Development Milestone
Wind Data

Decommissioning Bond
CRP Land

Most Favored Nations Clause

: L . Taxes
Confidentiality Provisions
Deve|0pment Covenant Audit nghtS (|n the case of a

royalty)




RFP Responses and Follow
Up

a Tool for critical developer evaluation

i Economics are important, but not the most
Important

i The Arighto devel oper

A 10-25% of projects have been built

i Use responses and interviews to critically
evaluate the developers




RFP Responses and Follow
Up

o Elements

i Organize association (if appropriate, other
entities may work as well)

i Aggregate interested landowners and collect
funds

i Hire legal representation to aid in negotiation
of best possible lease.

i Landowner is usually not committing to sign
a lease with any developer i typically, it Is
only a commitment to negotiate through the

Acen~rinatinarln FAr A narind AFfF f101 A




Comparison of Models

i Seeking '
developers Model
i [Developeralready
ORI Site.
i Landowners
conduct studies
(Met Towers) i Developer

condUCts Studies

i Generally, more

((esﬁﬂg?eséve i Fees collected for

developer NEgeLation of
evaluation, and lease.




Other Options

NnNMI dstr ea-mo Mod el

i Generally, less common

i Similar to RFP Model

i Landowners organize and execute lease

i Market leases to developers

A May seek additional development fee




Other Options (co

o Large Landowners or Large
Groups

i Stronger bargaining power

i Opportuni ty f




Critical Developer Evaluation

o Examples of what the association can
explore on a multi-developer basis

i Percentage of projects built

i Competing projects in the area

i Equipment arrangements

i Human and financial resources
and financial backing

i Transmission plan

i Studies conducted




Suggested Steps

Confirm membership interest and general goals
Organize association
Negotiate governing documents

Key issues in governing documents
i Management
i Capitalization
i Restrictions on interest holders
i Term
Ar1ithoarihy




Suggested Steps continue

u EXxecution

i Install anemometer(s) and collect data (if
desired)

i ldentify prospective developers

i Develop RFP (setting out desired terms)
i Market project

i Receive RFP responses

i Critically evaluate developers; interview
developers

i Select developer(s)
i Negotiate terms




Adding Value To The Project

a  Know the wind resource
i Creates realistic expectations

i WWw.awstruewind.com

a  Work on permitting / siting regulations

a Research transmission capacity (existing
/planned)




Summary

i Process will take time (transmission etc)

 Not for everyone (developers / large
Iandowners)y

A management structure with designated
managers Is important

 Benefits may be considerable,
particularly as compared to standard
developer/landowner arrangements




| andowner Associations
Risk vs. Reward

Greater reward

L andowner Association

L ower risk

wlousTey



L andowner Assoclations

 Fall River LLC

 Edgemont LLC

 Bison LLC

 Hamill LLC

 Fox Ridge Development LLC 800K
 Cheyenne River

i South East LLC

. Gregory County




Groups we have work with

 US Department of Agriculture

i Windustry

. NREL, US Department of Energy
i AWEA, NWCC

. Electric Utilities

 Farm Groups and Organization

- State Government

 Many others




Four things you need for
Wind Development:

A Capital
A Wind
A Buyer

A Transmission




44444




. ocal Busin

i Web page for local busines

» AtWWW.Sdwind.o



http://www.sdwind.org/




