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" PROCEDURE.
8300.0050 SCOPE.

Parts 8300.0100 to 8300.3013 are general rules that apply to all applncatlons
for financial assistance made available by the authority under the act and under
Minnesota Statutes, chapter 472.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475

8300.0100 DEFINITIONS.

Subpart 1. Statutory definitions. The terms defined in Minnesota Statutes,
sections 116M.03 and 472.03 and this part apply to this chapter.

Subp. 2. Act. “Act” means Laws of Minnesota 1980, chapter 547.

Subp. 2a. Applicant. “Applicant” means a person, partnership, firm, corpora-
tion, or association that applies to the authority for financial assistance.

Subp. 2b. Authority. “Authority” means the Minnesota Energy and Econom-
ic Development Authority.

Subp. 3. Commissioner. “Commissioner” means the commissioner of energy
and economic development or his or her designee. '

" Subp. 4. Financial assistance. “Financial assistance” means loans, loan guar-
antees or insurance, and any other use of funds permitted by the act.

Subp. 5. Members. “Members” means the commissioner and those persons
appointed to the authority under Minnesota Statutes, section 116M.09.

Subp. 6. Project. “Project” means that which is funded or secured, or is
proposed to be funded or secured, by financial assistance.

Statutory Authority: MS s 116M.08 subd 4
History: 9 SR 111; 10 SR 475
8300.0200 [Repealed, 9 SR 111]

8300.0300 REGULAR MEETINGS.

Regular meetings of the authority shall be held on the fourth Wednesday of
each month at 3:00 p.m. at the offices of the authority in St. Paul, Minnesota,
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unless another place of meeting is designated by resolution. If this date falls on
a legal holiday, the regular meeting shall be held on the next succeeding business
day.

Statutory Authority: MS s 116M.08 subd 4

History: 9 SR 111

8300.0400 SPECIAL MEETINGS.

Special meetings of the authority may be called upon reasonable notice to
all members by the chairperson or by a majority of the existing members of the
authority, for the purpose of transacting any business designated in the notice,
and shall be held at the business offices of the authority in Saint Paul, Minnesota,
unless another place of meeting is designated by resolution. At a special meeting,
no business may be considered other than as designated in the notice unless all
of the members of the authority are present at the special meeting.

Statutory Authority: MS s 116M.08 subd 4
History: 9 SR 111

8300.0500 PUBLIC APPEARANCES AT MEETINGS OF MEMBERS.
The following procedures shall govern public appearances at meetings of the
members:

A. With respect to regular meetings, the commissioner shall complete
the agenda for meetings of the members not less than five nor more than seven
days prior to the date of the meeting.

B. With respect to regular meetings, any person who desires to appear
and address the members shall make a written request to the commissioner, at
least ten days prior to the date of the meeting, setting forth the nature of the
matter about which the person-wishes to appear.

C. With respect to regular or special meetings, any person who desires
to appear and address the members with respect to any matter enumerated on
the agenda shall make a written request to the commissioner, at least 24 hours
before the meeting.

D. Any member may at any time request that a person be permitted to
appear and address the members at any regular or special meeting. All requests
must be placed on the agenda for review by the members at the meeting. A
majority vote of the members present is required to grant a request to address
the members.

Statutory Authority: MS s 116M.08 subd 4
History: 9 SR 111

8300.0600 MISREPRESENTATION OF APPLICATION INFORMATION.

Subpart 1. Affirmative duty. An applicant or financial institution has an
affirmative duty and obligation to update and correct all information provided
to the authority.

Subp. 2. Authority’s action. If information provided to the authority by
either the applicant or the financial institution contains a material misrepresenta-
tion or omission, the authority may:

A. reject an application whether or not previously approved,
B. refuse to provide financial assistance;
. C. make financial assistance provided by it immediately due and pay-
able; or
D. revoke any preliminary or final resolution prior to the provision of
financial assistance or prior to the sale of the bonds approved by it.
Statutory Authority: MS s 116M.08 subd 4

History: 9 SR 111
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8300.0700 [Repealed, 9 SR 111]

8300.1000 [Repealed, 10 SR 475]
8300.1100 [Repealed, 10 SR 475]
8300.1200 [Repealed, 10 SR 475]
8300.1500 [Repealed, 10 SR 475]
8300.1600 [Repealed, 10 SR 475]
8300.1700 [Repealed, 10 SR 475]
8300.1800 [Repealed, 10 SR 475]
8300.1900 [Repealed, 10 SR 475]
8300.2000 [Repealed, 10 SR 475]
8300.2100 [Repealed, 10 SR 475]

8300.2200 [Repealed, 10 SR 475]
SCHOOL ENERGY CONSERVATION INVESTMENT LOANS

8300.2500 PURPOSE.

The purpose of parts 8300.2501 to 8300.2509 is to establish procedures for
application by public school districts for energy conservation investment loans,
criteria for state agency review of loan applications, and procedures and guide-
lines for monitoring, evaluation, and closure of loan accounts under the school
energy loan program.

Statutory Authority: MS s 116J.37 subd 7
History: 9 SR 1614

. 8300.2501 DEFINITIONS.

Subpart 1. Scope. For the purposes of parts 8300.2500 to 8300.2509, the
following terms have the meaning given them.

Subp. 2. Applicant. “Applicant” means a public school district in Minnesota.

Subp. 3. Autherity. “Authority” means the Minnesota Energy and Economic
Development Authority.

Subp. 4. Building. “Building” means an existing building owned and oper-
ated by a public school district.

Subp. 5. Conservation measure. “Conservation measure” means an energy
conservation measure that is an installation or modification of an installation to
a building and that is primarily intended to reduce energy consumption or allow
the use of an alternative energy source including solar, wind, peat, wood, and
agricultural residue.

Subp. 6. Maxi-audit. “Maxi-audit” means a detailed engineering analysis of
energy-saving building improvements, including modifications to building struc-
ture; heating, ventilating, and air conditioning systems; operation practices;
lighting; and other factors that relate to energy use. The purpose of a maxi-audit
is to quantify the economic and engineering feasibility of energy-saving improve-
ments or major operational modifications.

Subp. 7. Payback. “Payback” means the simple payback that is equal to the
design, acquisition, and installation costs of a conservation measure divided by
the estimated first year energy cost savings attributable to that measure.

Subp. 8. Project. “Project” means all proposed work in an application for a
loan to a school district.

Statutory Authority: MS s 116J.37 subd 7
History: 9 SR 1614 '
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8300.2502 SCHOOL ENERGY LOAN ELIGIBILITY CRITERIA.

"Subpart 1. In general. The authority shall approve school energy loans to
applicants to cover the costs of capital expenditures that are conservation mea-
sures that have paybacks of ten years or less as specified in a maxi-audit in
compliance with Minnesota Statutes, section 116J.37 and parts 8300.2502 to
8300.2505.

Loans are available to applicants that have not previously received or been
offered loan funds under this program, for new projects in school districts that
previously received or were offered loan funds under this program, and as
amendments to loans for projects in progress that are experiencing cost overruns
or for previously unidentified but related work necessary to successful implemen-
tation of a previously approved project if the payback remains at ten years or less.
With the exception of amendments as described above, the authority shall not
approve more than one loan for the same conservation measure in the same
building.

Subp. 2. Prior approval required. Except for a loan amendment to cover cost
overruns or costs associated with previously unidentified but related work neces-
sary to the successful implementation of a previously approved and funded
project, projects that have been contracted for or begun before the authority
notifies the school district that the loan application is approved are not eligible.
This prior approval requirement applies to the design, acquisition, and installa-
tion costs as identified in the maxi-audit.

Subp. 3. Existing buildings; new construction. Only projects for existing
buildings are eligible. New construction is not eligible except if it is a necessary
part of successful implementation of a conservation measure for an existing
building.

Statutory Authority: MS s 116J.37 subd 7
History: 9 SR 1614

8300.2503 MAXIMUM LOAN AMOUNT.

To assure equitable statewide distribution of loan funds, given that loans will
be issued on a first-come-first-served basis, the authority shall establish three
equal allocations of the $30 million appropriated to this program to be divided
among small, medium, and large school districts. Small districts are defined as
having less than 900 students and four classroom buildings or less. Small districts
are eligible for up to $250,000 per district. Large districts are defined as having
greater than 5,000 students or more than ten classroom buildings. Large districts
are eligible for up to $1,000,000 per district. All other districts are defined as
medium school districts and are eligible for up to $500,000 per district. Coopera-
tive vocational centers and any other eligible educational facilities that are not
included in school districts are limited to $250,000. If less than 33 percent of any
of the three allocations is used within six months from the effective date of parts
8300.2500 to 8300.2509, the authority may redistribute that fund equally among
the three allocations.

Statutory Authority: MS s 116J.37 subd 7
History: 9 SR 1614

8300.2504 SCHOOL ENERGY LOAN APPLICATION CONTENTS AND
PROCEDURES. '

Subpart 1. In general. An applicant shall submit an application to the
authority on a form provided by the authority. An application must be com-
pleted, dated, and signed in ink by a duly authorized official of the applicant and
must include the authorized official’s title.

Subp. 2. Contents. The application must contain: the school district or
vocational center number; complete mailing address of the school district includ-
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ing the county; contact person’s name, title, and telephone number; federal
employer identification number; list of buildings included in the request and the
dollar amount requested per building; name and address of each building, includ-
ing the county; the total floor area in square feet for each building; original
construction date for each building and building additions; the state legislative
district; and a summary description of each conservation measure, its maxi-audit
item number, its estimated cost, the loan amount requested, its estimated annual
energy cost savings, its estimated annual fuel and electric savings, its estimated
payback, and the estimated dates the conservation measure will be started and
completed; and a certification to assure proper and efficient operation of the
building once the project is completed. An application for an amendment for cost
overruns must also contain a copy of the bid selected.

An application must also contain an irrevocable resolution of the school
board to annually levy or otherwise collect sufficient funds to guarantee loan
repayment and a maxi-audit for each building involved in the project. One copy
of the application is required.

Statutory Authority: MS s 116J.37 subd 7
History: 9 SR 1614 '

8300.2505 SCHOOL ENERGY LOAN APPLICATION REVIEW.

Subpart 1. Administrative review. The authority shall examine the loan
application to verify that the applicant is eligible, that the required forms and
reports are included and are correctly completed, that an irrevocable resolution
of the school board on school district or school board letterhead 1s included, and
- that the estimated start and end dates of the conservation measures included in
the project are reasonable.

Subp. 2. Technical review. A technical review must be based on the maxi-
audit submitted for each building included in a loan application. The applicant
shall submit the maxi-audit with the loan application on forms provided by the
authority. The minimum requirements for a maxi-audit are given at Code of
Federal Regulations, title 10, section 455.42 (May 21, 1981). A maxi-audit must
be performed by or under the direction of and signed by a professional mechani-
cal or electrical engineer or by an architect registered in Minnesota.

Conservation measures with paybacks of ten years or less that are identified
and described in maxi-audits are eligible. Loans may not be awarded to buildings
with a remaining useful life less than or equal to the payback of the conservation
measures proposed. Loans may not be awarded for a conservation measure if the
payback of the conservation measure proposed is greater than or equal to the
useful life of the measure. '

The authority shall examine a maxi-audit that accompanies a loan applica-
tion to verify that conservation measures requested are analyzed with adequate
details of the existing conditions and proposed changes using appropriate calcula-
tion procedures, and that the proposed measures are eligible.

Subp. 3. Review results. The authority shall accept, reject, or modify a loan
application request as necessary based on this review. The authority shall give
to an applicant whose application is rejected a written notice of problems
encountered in the review process and options available to correct them for
resubmission of the application. If only certain of the conservation measures
included in the project are rejected or modified, the applicant may decide to
accept a loan for the approved portions or resubmit the project proposal at a later
date after making the necessary changes.

Statutory Authority: MS s 116J.37 subd 7
History: 9 SR 1614
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8300.2506 LOAN APPROVAL.

Subpart 1. Authority approval. The authority shall approve loans that comply
with parts 8300.2502 to 8300.2505, on a first-come-first-served basis based on the
order in which eligible and complete loan applications are received by the
authority. If eligible and complete loan applications received at the same time
cannot all be funded due to lack of available funds, the authority shall approve
loans so that each affected application receives an equal percentage of the eligible
loan amount request.

Subp. 2. Execution of loan contract and disbursement of funds. Upon approval
of a school energy loan, the authority shall send a loan contract to the applicant.
The authority shall attach to a loan contract a loan repayment schedule based on
the approved loan application according to Minnesota Statutes, section 116J.37,
subdivision 4, paragraph (b). The applicant shall have a duly authorized official
execute and return the loan contract to the authority for execution of the loan
contract by state officials and for disbursement of the loan funds. Loan funds
must be issued upon execution of and according to the terms of the loan contract.

Statutory Authority: MS s 116J.37 subd 7
History: 9 SR 1614

8300.2507 REPORTS AND MONITORING FOR SCHOOL ENERGY LOAN
PROGRAM.

Subpart 1. In general. A school district that receives a loan from the authority
shall submit the reports listed in subparts 2 to 5.

Subp. 2. Annual project status report. The school district shall submit to the
authority on forms provided by the authority an annual project status report
covering the period July 1 through June 30. This report is due each July 31 until
the project is completed. The project status report must indicate the progress of
the implementation of the measures funded, problems encountered, the effect of
the problems on the project, and the corrective action taken. If at any time the
school district fails to substantially comply with the start and end dates given in
the loan application as approved, and if the school district cannot reasonably
justify to the authority its lack of progress, the entire loan amount may become
due and payable at the discretion of the authority.

Subp. 3. Quarterly financial report. The school district shall submit to the
authority, on forms provided by the authority, a quarterly financial status report
that indicates expenditures of loan funds through the last date of each quarter.
This report is due within 30 days of the end of each calendar quarter until the
project is completed.

Subp. 4. Final report. Within 60 days of the completion of the project, the
school district shall submit to the authority, on forms provided by the authority,
a final project status report and a financial status report that gives actual expendi-
tures of the measures implemented.

Subp. 5. Annual energy report. The school district shall submit to the authori-
ty, on forms provided by the authority, an annual energy use and energy expenditure
report by fuel type due each October 31 for the duration of the loan contract
period, or for a minimum of three years after project completion if the loan is
paid in less than three years, unless the authority cancels this requirement prior
to the end of the loan contract period.

Statutory Authority: MS s 116J.37 subd 7
History: 9 SR 1614

8300.2508 SCHOOL ENERGY LOAN PROGRAM EVALUATION.

The authority shall evaluate the program’s effectiveness in reducing the
energy costs of participating school districts 18 months after the effective date of
these permanent rules and annually thereafter until all loan funds are issued. The
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school district shall provide the authority with information that is reasonably
needed to conduct an evaluation of the loan program, which shall include but not
be limited to the reports required in part 8§300.2507.

Statutory Authority: MS s 116J.37 subd 7
History: 9 SR 1614

8300.2509 CLOSURE OF SCHOOL ENERGY LOAN ACCOUNT.

If the authority determines that the project that was approved for loan funds
has been implemented, it shall authorize closure of the loan account upon full
repayment.

Statutory Authority: MS s 116J.37 subd 7

History: 9 SR 1614

FINANCIAL ASSISTANCE APPLICATIONS

8300.3011 PROCEDURES FOR FINANCIAL ASSISTANCE APPLICA-
- TIONS.

Subpart 1. In general. To apply for assistance from the authority, an appli-
cant shall submit an application form to the commissioner on a form provided
by the commissioner. An application must be completed, dated, and signed by
an owner, general partner, or an authorized officer of the applicant. The commis-
sioner shall follow the procedures undeér part 8300.3014.

Subp. 2. Contents. An application must contain at a minimum the following
information: .

A. A written history of the business.
B. The source and use of funds to finance the project.

C. Financial statements that include a balance sheet, an operating
statement, a statement of the sources and uses of funds, and footnotes to the
statements if available for the following time periods:

(1) Financial statements from the previous three years, if applica-
ble. If unaudited, the statements must be signed by an authorized ﬁnanc1al officer
of the business making application.

(2) A current quarterly financial statement that was complled within
90 days of the date the application was submltted if quarterly financial state-
ments are regularly prepared.

(3) Federal tax returns filed by the business for the previous three
years if applicable, if the applicant is an individual or partnership.

(4) A proforma balance sheet and income statement for the 24
months followmg the financial assistance closing that shows the financial position
of the applicant and that includes the proposed financing.

D. A marketing plan that describes:

(1) the industry the applicant is in;

(2) the economic outlook of that industry for the next three to five
years;

(3) the major characteristics of the industry, names, locations,
products, or services provided;

(4) the duration and conditions of the applicant’s contracts current-
ly in place; and

(5) the percentage of annual sales volume for each major customer
over the previous three years.

E. Current resumes of key personnel and signed personal financial
statements dated as of the date of the application for any person who owns 20
percent or more interest in the business.

F. A resolution of support or other comparable preliminary approval
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from the local government unit with respect to the project to be financed or
secured with financial assistance.

G. A statement of informed consent by the applicant regarding the use
and dissemination of the private data as provided in Minnesota Statutes, section
13.05, subdivision 4, paragraph (d). If the applicant is a corporation, then an
authorized representative of the applicant shall provide a statement of informed
consent in a form similar to that provided in Minnesota Statutes, section 13.05,
subdivision 4, paragraph (d).

H. Certification that the employer does not discriminate in employment
in a manner contrary to applicable federal or state laws and rules.

I. Certification of business compliance with all federal, state, or local
laws or rules that affect the conduct of business in the state.

Subp. 3. Business plan. As part of the application, the applicant shall submit
to the commissioner a comprehensive business plan. The business plan must
include, but is not limited to, the following:

A. a management summary of the plan including;
(1) name of the business;
(2) business location and plan description;
(3) discussion of the product, market, and competition;
(4) expertise of the management team,;
(5) summary of financial projections;
(6) amount of financial assistance requested;
(7) form of and purpose for the financial assistance;
(8) purpose for undertaking the project; and
. (9) business goals;
B. a description of the company including the following:
(1) date and state of incorporation, date and state of formation of
partnership, or date and state of formation of sole proprietorship;
(2) history of the company; and
(3) principals and the roles they played in the evolunon of the
company;
C. a market analysis including:
(1) description of the current industry status and industry trends;
(2) effects of major social, economic, technological, or regulatory
trends on the industry;
(3) description of the total market, principal market participants,
and their performance; and
(4) discussion of the target market and competition;
D. a description of the product or product line including:
(1) list of patents, copyrights, licenses, or statement of the proprie-
tary interest in the product or product line;
(2) discussion of technical and legal considerations;
(3) comparisons to competitors’ products or product lines; and
(4) description of research and development and future plans for
research and development;
E. a description of the marketing strategy including:
(1) overall strategy;
(2) pricing policy;
(3) sales channels and terms;
(4) method of selling, distributing, and servicing product;
(5) estimated sales and market share; and
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(6) advertising, public relations, and promotlon
F. the management plan including:
(1) form of business organization;
(2) board of directors composition, if applicable;
(3) officers organization chart and responsibilities; and
(4) resumes of key personnel; '
G. an operating plan including:
(1) schedule of upcoming work for the next one to two years;

(2) facilities plan or planned capital improvements for the next
three years;

3) mahufacluring processes; and
(4) staffing plan (number of employees);

H. a schedule indicating the completion dates for realizing the significant
aspects of the business plan;

L. a discussion of the risks and problems inherent to the business plan,
including both the negative factors and plans to minimize the impact of those
factors; and

J. financial data including:

: (1) a funding request indicating the desired financing, capitaliza-
tion, use of funds, and future financing;

(2) financial statements for the past three years, if applicable;
(3) current financial statements;

(4) monthly cash flow financial projections including the proposed
financing for two years; and

(5) projected balance sheets, income statement, and statement of
changes in financial position for two years including thé proposed financing.
Statutory Authority: MS s 116M.08 subd 4

History: 10 SR 475

8300.3012 COLLATERAL REQUIREMENTS AND ADDITIONAL INFOR-
MATION OR CERTIFICATIONS.

Subpart 1. Collateral requirements. The authority shall require collateral as
it considers necessary in accordance with generally accepted commercial lending
practices to protect the interests of the authority in the financial assistance. At
a minimum, the collateral will take one or more of the following forms:

A. mortgage on real property;

B. security position on personal property;

C. security of its financial assistance with assets being financed by the
financial assistance and other assets of the company to protect the interests of the
state’s financial participation;

D. letter of credit or equivalent instrument;

E. guarantees or other assurances of repayment of affiliates of the
applicant or other interested parties with respect thereto;

F. guarantees or other assurances of repayment of shareholders or
partners who have 20 percent or more ownership in the applicant;

G. bond insurance or other credit enhancements; and

H. assignments of leases or. rents on property or equipment.

Subp. 2. Additional information or certifications. The following additional
information, as applicable, is required by the authority prior to disbursing
financial assistance, as well as any other information that the authority in its sole
discretion considers advisable for prudent financial management of authority
financial assistance:
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A. a lease agreement on property or equipment;

B. a listing of property, including serial numbers for machinery and
equipment, that will serve as collateral to the financial assistance;

C. certification of insurance for workers’ compensation and employer’s
liability;

D. a statement provided by the Internal Revenue Service of tax clear-
ance;

E. an appraisal of collateral offered to the authority for the financial
assistance; and

F. a certificate of the insurers of all collateral that insurance is in force
and effect. Prior to expiration of any insurance policy, the applicant shall furnish
the commissioner with evidence that the policy has been renewed, replaced, or
is no longer required.

Statutory Authority: MS s 116M. b8 subd 4
History: 10 SR 475

8300.3013 PROCEDURES FOR APPLICATION PROCESSING.

Subpart 1. Deadline for submission. The applicant shall submit a complete
application to the commissioner by the first business day of any month in order
for the authority to consider it in that month. If an application is received after
the first of the month and can be reviewed by the commissioner for eligibility and
financial feasibility prior to the authority agenda deadline, the authority may
consider the application at the meeting in that month.

Subp. 2. Completed applications. An application is complete when the com-
missioner receives all required documentation and exhibits.

Subp. 3. Incomplete applications. If an incomplete application is received,
the commissioner shall notify the applicant of specific deficiencies in the applica-
tion. The applicant has 60 days from the date of mailing of the commissioner’s
notification to complete the application. If the application is not completed and
received by the commissioner within 60 days, the application is deemed to be
rejected and the applicant shall reapply to be further considered. :

Subp. 4. Review of eligibility of project and applicant. The commissioner shall
review all completed applications to determine if the project and the applicant
are eligible and meet the requirements of the act and any of parts 8300.3011 to
8300.3014 and any parts relating to the financial assistance for which the appli-
cant has applied. .

If the project and applicant are eligible, the commissioner shall review the
application for economic feasibility as provided in subpart 6.

Subp. 5. Ineligible project or applicant. The commissioner shall notify the
applicant in writing if the applicant or the project is ineligible. The applicant has
30 days from the date of the commissioner’s notification to amend the applica-
tion.

Upon receipt of an amended application, the commissioner shall review the
amended application under subpart 4. The commissioner shall reject the amended
application if the project or applicant are ineligible. If the project and applicant
are eligible, the commissioner shall review the amended application for economic
feasibility under subpart 6. _

If the application is not amended within 30 days, the application must be
rejected and will not receive any further consideration.

Subp. 6. Economic feasibility review. The commissioner shall review the
application in accordance with generally accepted commercial lending practices,
including the use of the standards as printed in the most current annually updated
version of the Annual Statement Studies, issued by Robert Morris Associates,
Philadelphia, PA.
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The commissioner shall obtain any other credit information when available
from private credit rating agencies including, but not limited to, Standard &
Poors and Dun & Bradstreet. In accordance with generally accepted commercial
lending practices, the commissioner may check personal references.

. The commissioner shall determine if the applicant can generate sufficient
cash flow and maintain a sound financial condition.

The commissioner shall determine if there is sufficient collateral for the
financial assistance. The submission of the application by the commissioner to
the authority at a board meeting shall be deemed conclusive evidence that the
commissioner has made the determinations required pursuant to this subpart.

Subp. 7. Rejection of application based on economic feasibility The commis-
sioner shall notify the applicant in writing if the application is not economically
feasible and the application is rejected.

If the application is rejected due to economic feasibility, the applicant may,
within 30 days after written notification by the commissioner, request that the
commissioner submit the rejected application to the authority for review at the
next regularly scheduled meeting of the authority for which the agenda has not
been established.

If so submitted, the authority must evaluate the application at its board
meeting, in accordance with subpart 9.

Subp. 8. Certification of public purpose for small business and business loans.
In addition to the economic feasibility review in subpart 6, the applicant must
certify that the project assists in fulfilling the purposes of the act as expressed in
Minnesota Statutes, section 116M.09, or assists in fulfilling one or more of the
following criteria:
A. The applicant is located in an area of the state that is experiencmg
one of the most severe unemployment rates in the state.

B. The applicant is located in a border community that experiences a
competitive disadvantage due to location and with this financial assistance the
applicant would be induced to stay in Minnesota rather than to move to another
state.

C. The applicant is likely to expand within the state and to create
additional taxable property to local units of government.

D. The financial assistance applied for will help induce the applicant to
locate in an area of economic distress or will help to provide jobs that would not
otherwise be available to that area without the inducement of this financial
assistance.

E. The financial assistance applied for will ¢reate or maintain sufficient
numbers and types of jobs to justify participation in the financial assistance
programs.

F. Energy sources and public facilities will be sufficient to support the
successful operation of the project.

G. If the financial assistance will have the effect of a transfer of employ-
ment from one area of the state to another, that the project is economically
advantageous to the state or that the project is necessary to the continued
operation of the business enterprise within the state.

Subp. 9. Authority evaluation procedure. Applications approved for process-
ing by the commissioner must be presented to the authority for approval or
disapproval. The authority shall review and consider approval of an application
on the basis of effectuating the purposes of the act as expressed in Minnesota
Statutes, section 116M.09 or assist in fulfilling one or more of the criteria listed
in subpart 8. If the authority disapproves the application, the commissioner shall
so notify the applicant. If the authority approves the financial assistance, it shall
pass a preliminary or a final resolution giving approval to the project to be
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financed and stating in either the preliminary or final resolution or combination
of both the name of the project owner; a brief description of the project; the
maximum amount of bonds to be issued, or the maximum amount of the loan
to be made, or the maximum amount of the loan to be guaranteed or insured,
whichever is applicable; and other provisions as the authority in its sole discre-
tion deems advisable for prudent financial management of authority financial
assistance. The commissioner shall notify the applicant of the authority’s approv-
al and provide the applicant with a copy of the resolution passed. If the financial
assistance is funded by bonds, then passage of a preliminary and a final resolution
as provided in subpart 10 are required before financial assistance is approved.
Throughout this process if the authority does not extend financial assistance, the
authority has no liability to the applicant.

Subp. 10. Funding of financial assistance by bonds. If the authority intends
to fund the financial assistance by issuing bonds, the authority shall first pass a
preliminary resolution. The preliminary resolution must not obligate the authori-
ty to issue bonds or to fund financial assistance, but must only constitute an
expression of current intention of the authority to issue bonds or to fund the
financial assistance. If the authority subsequently determines that there are no
adverse changes in the financial conditions or key personnel of the applicant,
market conditions, availability of bond issuance authority, and other conditions
that the authority deems necessary and the authoritydecides in accordance with
generally accepted commercial lending practices to make financial assistance
available, the authority shall pass a final resolution that authorizes the issuance
and sale of bonds to extend financial assistance. The final resolution must specify
the terms and conditions under which bonds will be issued. The preliminary
resolution may contain a time limit with respect to the issuance of the bonds, may
be revoked or amended by the authority at any time prior to the final resolution
of the authority without liability to the authority, and may impose any conditions
or requirements that the authority deems desirable. The commissioner shall
notify the applicant of the authority’s approval and provide the applicant with
a copy of the resolution passed. Throughout this process, if the authority does not
extend financial assistance, the authority has no liability to the applicant.

Subp. 11. Preparation of documents. The commissioner has the authority and
responsibility to prepare or cause to be prepared all necessary documents and to
execute them on behalf of the authority.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475
SMALL BUSINESS DEVELOPMENT LOAN PROGRAM
8300.3020 PURPOSE OF SMALL BUSINESS DEVELOPMENT LOAN PRO-

GRAM.

The small business development loan program issues financial assistance in
a form involving a guarantee or insurance from the economic development fund
or any account thereof and revenue bonds to finance small business loans.

Statutory Authority: MS s 116M.08 subd 4

History: 10 SR 475 ,
8300.3021 ELIGIBLE APPLICANTS FOR SMALL BUSINESS DEVELOP-
MENT LOAN PROGRAM.

Persons, partnerships, firms, or corporations engaged in and determined by
the authority to constitute a small business as defined in the regulations of the
United States Small Business Administration, Code of Federal Regulations, title
13, part 121, are considered eligible small businesses or eligible applicants.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475
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8300.3022 ELIGIBLE LOANS FOR SMALL BUSINESS DEVELOPMENT
LOAN PROGRAM.

Subpart 1. In general. The authority shall make small business loans to
applicants in compliance with the act and parts 8300.3011 to 8300.3024 in order
to help create or retain jobs for the state.

Subp. 2. Purpose of loan. A small business loan must be used to provide
interim or long-term financing for certain capital expenditures as provided in the
act, and for expenditures that meet the requirements of federal industrial devel-
opment bond laws, including:

. A. acquisition costs of land, buildings, or both;
B. site preparation;
C. construction costs;
D. engineering costs;
E. costs of equipment, machinery, or both;
.F. bond issuance costs;
G. underwriting or placement fees;
H. trustee’s fees;
I. fee of guarantor, insurer, or financial institution, other than the
authonty, who provides letters of credit, surety bonds, or equlvalent security;
J. authority fees, including application and guaranty fees of the authori-
ty and administrative costs and expenses;
K. certain contingency costs;
L. interest costs during construction; :
M. legal fees, including those of the authority’s bond counsel; and
N. debt service reserve fund.

Working capital loans are not eligible for financial assistance under this loan
program.

Subp. 3. Size of eligible loans. The principal amount of any financial assist-
ance in the form of bonds to be financed by the authority may not be less than -
$250,000, unless the applicant agrees to pay all bond issuance costs, and may not
exceed the maximum amount permitted to be loaned to an eligible small business
as defined in the act for the total value of eligible items listed in subpart 2.

Subp. 4. Equity requirements. The maximum amount of a loan for project
equipment is 75 percent of the cost of the equipment, and for all other authorized
project expenses is 80 percent of the cost, The applicant must contribute at least
25 percent of the cost of project equipment and at least 20 percent of all other
costs. Instead of a cash equity contribution the authority shall accept collateral
which, if contributed to the financial assistance, would make the maximum loan
percentage of the project costs for equipment equal to 75 percent and for all other
authorized expenses equal 80 percent. The authorlty may require a lower loan
10 project percentage based'upon the economic feasibility of the application. The
authority may accept letters of credit or other credit enhancements as part of the
equity contribution by the applicant.

Subp. 5. Maximum term. The maximum term of a small business develop-
ment loan may not exceed the average useful life of the real property, or 80
percent of the useful life of the equipment or machinery, or the following limits,
whichever is less:

A. for real property, land, or buildings, 21 years;
B. for equipment or machinery, 11 years;
C. for a combination of items A and B, a weighted average of those years
will be used.
. Subp. 6. Interest rate. The authonty shall set interest rates at a negotiated
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rate that approximates the market rate of interest for securities of equivalent
value at the time the bonds are initially sold.

Subp. 7. Security requirements. Financial assistance, either for real property
or equipment, may be secured only with the best available security including one
or more of the following:

A. A mortgage or other adequate security as determmed by the authorlty
on the real property to be financed.

B. A lien or other adequate security as determined by the authority on
equipment to be financed by the authority.

C. Other security as determined by the commissioner to have a value
at least equal to the principal amount to be financed by the authority less the
value, as determined by the authority, of the security provided in items A and
B, if any. Other security shall be in a form and kind satisfactory to the authority
and may consist of some or all of the following:

(1) a senior, junior, or parity lien on other assets of the applicant;

(2) a senior, junior, or parity lien on assets of certain owners,
officers, and affiliated persons of the applicant (including sole proprietors and
their spouses, partners and their spouses, and major shareholders or corporate
officers and their spouses);

(3) a guarantee of owners, officers, and affiliated persons of the
applicant (including sole proprietors and their spouses, partners and their spouses,
and major shareholders or corporate officers and their spouses), or other related
entities such as subsidiaries or parent corporations of the applicant; or

(4) additional forms of security, if necessary to strengthen the
authority’s collateral position on the financial assistance.

D. In addition to or in substitution for any of the items A to C, any
guarantee or other collateral or security, as required by insurers or other provid-
ers of collateral or security with respect to the bonds, other than the authority,
or as required by the authority in accordance with generally accepted commercial
lending practices.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475 '

8300.3023 DEBT SERVICE RESERVE FUND FOR SMALL BUSINESS DEVEL-
OPMENT LOAN PROGRAM.

In conjunction with each amount of financial assistance it extends, the
authority shall establish and fund a debt service reserve fund sufficient to cover
approximately 12 months’ debt service or a lesser amount to ensure the tax
exempt status of interest on the bonds if the bonds are intended to be tax exempt.
The reserve must be funded through the proceeds of the bonds to be issued and
sold in conjunction with each particular amount of financial assistance extended.
The interest earned on the debt service reserve fund must accrue to the benefit
of the applicant except to the extent necessary to ensure the tax exempt status of
the interest on the bonds if the bonds are intended to be tax exempt. This amount
must be applied to offset the principal and interest payments on an annual basis
or to redeem bonds prior to maturity provided the financial assistance is current.

Statutory Authority: MS s 116M.08 subd 4

History: 10 SR 475
8300.3024 FINAL RESOLUTION FOR SMALL BUSINESS DEVELOP-
MENT LOAN PROGRAM.

Subpart 1. Final resolution. After the authority passes a preliminary resolu-
tion, the authority may pass a final resolution that authorizes the issuance and
sale of bonds to fund the financial assistance to the applicant, both as discussed

Copyright © 1987 by the Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA RULES 1987
7801 FINANCIAL ASSISTANCE 8300.3026

in part 8300.3013, subpart 10. Whether the authority may pass the final resolu-
tion for an application under the program depends, in part, upon the following:

A. a determination that there are no adverse changes in the financial
condition or key personnel of the applicant since the date of completion of the
application;

B. market conditions;

C. availability of bond issuance authority; and

D. other conditions that the authority considers necessary ir in accordance
with generally accepted commercial lending practices.

Subp. 2. Bond issuance. Upon passage of the final resolution, the authority
shall commence to issue bonds in accordance with market conditions and the
other legal conditions that govern the issuance of its bonds and notes. This
issuance must be in accordance with the contents of any insurance contracts,
agreements with lenders providing letters of credit, or other forms of financial
assistance and other terms and conditions necessary to effectuate bond sale.
Funds will not be disbursed at the loan closing until it has been determined by
the commissioner that there are no adverse changes in the condition or key
personnel of the business entity applying for the financial assistance in accord-
ance with generally accepted commercial lending practices. After the bonds are
issued and sold, there will be a loan closing at which the funds are transferred and
documents are signed in accordance with the terms of the final resolution and the
respective bond resolution.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475
POLLUTION CONTROL FINANCIAL ASSISTANCE

8300.3025 POLLUTION CONTROL FINANCIAL ASSISTANCE.

An applicant for pollution control financial assistance shall submit to the
commissioner an application form approved by the commissioner and shall
comply with parts 8300.3011 to 8300.3013. The application processing and
evaluation shall be in accordance with the act and parts 8300.3011 to 8300.3013,
8300.3025, and 8300.3026.

Statutory Authority: MS s 116M.08 subd 4
History: /10 SR 475 :

8300.3026 ACCEPTANCE OF POLLUTION CONTROL FINANCIAL ASSIST-
ANCE APPLICATIONS.

In determining whether to accept applications for pollution control financial
assistance, the authority shall examine the following facts:
-A. the probable eligibility of the pollution control financial assistance for
a federal guarantee;

B. the nature of the pollution control facilities to be financed with the
financial assistance;

C. the location of the proposed facilities;
D. the availability of bonding authority under the act; and

E. the extent to which the financial assistance will assist and encourage
the establishment, maintenance, and growth of business in Minnesota and reduce
to a manageable level the cost of the control of pollution and dlsposal of waste
resulting from the operations of business.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475
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MINNESOTA FUND LOANS

8300.3030 PURPOSE FOR MINNESOTA FUND LOANS.

The Minnesota fund loan program issues business loans for fixed-asset
financing for new and existing businesses. The authority shall make business
loans for fixed asset financing for new and existing businesses from the Minnesota
fund in compliance with the act, Minnesota Statutes, chapter 472, and parts
8300.3011 to 8300.3013 and 8300.3030 to 8300.3034. Under the act, Minnesota
Statutes, section 472.11, subdivision 8, the local unit of government must pass
and file a resolution in support for the project that stipulates the project’s
economic benefits to the local community.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475

8300.3031 ELIGIBILITY OF PROJECT FOR MINNESOTA FUND LOANS.

An applicant for financial assistance from the Minnesota fund established
under Laws of Minnesota 1984, chapter 583, section 36, shall submit to the
commissioner an application form approved by the authority. The amount
applied for cannot exceed 20 percent of the eligible project costs, as defined in
part 8300.3032. The applicant shall provide the commissioner with written
verification that an amount at least equal to ten percent of the eligible project
costs has been or will be committed by the applicant or local development agency
to the project. The applicant shall provide the commissioner with a written
commitment from the lender who provides the 70 percent financing. The project
must meet the requirements of the act, Minnesota Statutes, chapter 472, and
parts 8300.3011 to 8300.3013 and 8300.3030 to 8300.3034. If the money to be
loaned is from a source other than the Minnesota fund, then the eligibility criteria
required by the source will be imposed.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475

8300.3032 ELIGIBLE PROJECT COSTS FOR MINNESOTA FUND LOANS.
Eligible project costs for financing by the authority include the acquisition

of land, buildings, or both land and buildings, site preparation, building construc-

tion or improvement, and architectural engineering, equipment, and machinery.
Statutory Authority: MS s 116M.08 subd 4

History: 10 SR 475

8300.3033 INTEREST RATE FOR MINNESOTA FUND LOANS.

The interest rate of financial assistance from the Minnesota fund is three
percentage points below a full faith and credit obligation of the United States
government of comparable maturity, at the time the financial assistance resolu-
tion is approved, or the authority shall set interest rates at a negotiated rate after
reviewing market rates and comparable sources of financing available to the
applicant at the time the financial assistance resolution is approved.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475

8300.3034 TERM OF FINANCIAL ASSISTANCE FOR MINNESOTA FUND
LOANS.

The maximum term of financial assistance from the Minnesota fund is 20
years. The term of financial assistance will not exceed the maximum useful life
of the project financed.

The commissioner may restructure the financial assistance at the request of
the applicant or upon his or her own initiative if the commissioner determines
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that restructuring the financial assistance will increase the probability that the
financial assistance will be repaid to the state.

If the applicant requests the commissioner to restructure the financial assist-
ance and the financial assistance is restructured, the commissioner shall charge
the applicant a fee in the amount of one-half percent on the outstanding principal
amount of the financial assistance.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475 _
SPECIAL ASSISTANCE PROGRAM

8300.3039 PURPOSE OF SPECIAL ASSISTANCE.

The special assistance program provides financial assistance to businesses
that are designated as being in need of special assistance.

Statutory Authority: MS s 116M.08 subd 4

History: 10 SR 475

8300.3040 PUBLIC PURPOSE.

To qualify for special assistance, an applicant shall submit an application on
a form to be prepared by the commissioner. In addition, an applicant shall certify
in writing that the special assistance will be used for the public purposes provided
in Minnesota Statutes, section 116M.07, subdivision 11, paragraph (b).

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475

8300.3041 FORM OF SPECIAL ASSISTANCE.

If an applicant requests special assistance in a form similar to that of the
Small Business Development Loan Program, the applicant shall comply with
parts 8300.3011 to 8300.3024 and 8300.3039 to 8300.3042, except the applicant
need not comply with the requirement in part 8300.3022, subpart 3, and the
application will be processed under parts 8300.3013 and 8300.3024.

If an applicant requests special assistance in a form other than that of the
Small Business Development Loan Program, the applicant shall comply with
parts 8§300.3011 to 8300.3013 and 8300.3039 to 8300.3042, and the application
evaluation will be performed in accordance with parts 8300.3013 and 8300.3039
to 8300.3042.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 475

8300.3042 EXPENDITURES ELIGIBLE FOR SPECIAL ASSISTANCE.

Subpart 1. Eligible costs. Costs eligible for funding under the special assist-
ance program are the expenditures set forth in the act, including but not limited
to the following:

A. land and/or building acqu1smon costs;
B. site preparation;

C. construction costs;

D. engineering costs;

E. equipment and/or machinery;

F. bond issuance costs;

G. underwriting or placement fees;

H. trustee’s fee;

I. fees of guarantor, fees or insurance contracts, letters of credit, munici-
pal bond insurance, and surety bonds;
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J. Small Business Administration processing and administration fee, if
applicable;

K. authority fee and administrative costs and expenses;

L. certain contingency costs;

M. interest costs during construction;

N. legal fees, including those of authority’s bond counsel; and

O. short-term costs of conducting an eligible business.

Subp. 2. Maximum term. The maximum term of a loan made under the
special assistance program may not exceed the average useful life of the collateral.

Subp. 3. Interest rate. The authority shall set interest rates at a negotiated
rate after reviewing market rates and comparable sources of financing available
to the applicant at the time the loan is made.

Subp. 4. Loan servicing. The commissioner shall monitor the payment of the
principal and interest as set out in the amortization schedule. The commissioner
shall also monitor the applicant’s compliance with the terms and conditions of
the loan contract.

The commissioner may restructure the loan at the request of the borrower
or upon his or her own initiative if he or she determines that restructuring the
loan will increase the probability that the loan will be repaid to the state.

If the applicant requests the commissioner to restructure the loan and the
loan is restructured, the commissioner shall charge the applicant a fee in the
amount of one-half percent on the outstanding principal amount of the loan.

Statutory Authority: MS s 116M.08 subd 4
History: /10 SR 475 .
TOURISM LOAN PROGRAM

8300.3060 PURPOSE OF TOURISM LOAN PROGRAM.

The purpose of the tourism loan program of the authority is to provide loans
to upgrade and improve Minnesota’s small tourism businesses. This program
would match loans by local financial institutions, share credit risks, and provide
for lower interest rates than are otherwise now available.

Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: 10 SR 2417

8300.3061 DEFINITIONS.

Subpart 1. Statutory terms. The definitions in Minnesota Statutes, section
116M.03 and this part apply to parts 8300.3060 to 8300.3070.

Subp. 2. Act. “Act” means the Minnesota Energy and Economic Develop-
ment Authority Act. :

Subp. 3. Commissioner. “Commissioner” means the commissioner of energy
and economic development.

Subp. 4. Eligible borrower. “Eligible borrower” means a person, partnership,
firm, or corporation engaged in, and determined by the authority to constitute,
a tourism business as defined by the standard industrial classification (SIC) codes
of 7011 and 7033, as set out in Code of Federal Regulations, title 13, section
121.2, and a targeted small business. Any person to whom a loan has been made
under parts 8300.3060 to 8300.3070 must maintain the SIC code classification
throughout the term of the loan.

Subp. 5. Eligible project. “Eligible project” means a project proposed by an
eligible borrower that meets the public purpose standards of part 8300.3068,
subpart 5.

Subp. 6. Participation. “Participation” means a contract by which the author-
ity purchases a share of the financial institution’s loan to an eligible borrower.
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Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: /10 SR 2417

8300.3062 ELIGIBILITY OF PROJECT FOR TOURISM LOANS.

In order to receive loan participation by the authority, a financial institu-
tion’s loan must be to an eligible borrower for an eligible cost in an eligible
project. The maximum state participation is 50 percent of the cost of the project,
with a maximum for any one project of $50,000. The financial institution shall
make application for participation on behalf of an eligible borrower.

Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: 10 SR 2417

8300.3063 ELIGIBLE COSTS FOR TOURISM LOANS.

Subpart 1. Eligible costs. Eligible costs for financing by the authority include
any costs not prohibited by subpart 2 for:

A. building construction and improvement;

B. site preparation;

C. equipment;

D. construction;

E. engineering;

F. authority fees including application fees of the authority; and
G. interest due on the loan during the period of construction.

Subp. 2. Ineligible cost. Capital expenditures for project costs made more
than 30 days prior to submission of an application cannot be financed with a
tourism loan.

Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: 10 SR 2417

8300.3064 INTEREST RATE FOR TOURISM LOANS.

The interest rate on the authority’s participation under the tourism loan
program is three percentage points below a full faith and credit obligation of the
United States government of comparable maturity, calculated at the time of
submission of a completed application to the authority. The authority may, in
the alternative, set interest rates at a different rate after reviewing market rates
and comparable sources of financing available to the borrowers at the time the
financial assistance is extended.

Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: 10 SR 2417

8300.3065 TERM OF LOAN FOR TOURISM LOANS.

The maximum term of any loan will not exceed the average useful life of the
real property, or 80 percent of the useful life of the equipment or machinery, or
the following limits, whichever is less:’

A. for real property (land or buildings), ten years;
B. for equipment or machinery, five years; and/or

C. for a combination of items A and B, a weighted average of those years
will be used. '

The financial institution is permitted to amortize the loan over a period of
years up to 15 years. If the note between the financial institution and the borrower
matures before the expiration of the contract between the financial institution
and the authority and the note is renewed, the contract shall remain in effect until
the expiration of the contract. The authority need not participate in the refinanc-
ing of any remaining portion of the principal not fully amortized and paid at the
maturity of the contract between the financial institution and the authority.
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Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: 10 SR 2417

8300.3066 SECURITY REQUIREMENTS FOR TOURISM LOANS.

All loans for real property or equipment must be secured by collateral. The
financial institution must take a security interest in any collateral acceptable to
the financial institution. The personal guarantee of principal owners, officers, sole
proprietors, partners, major shareholders or corporate officers of the borrower,
or other related entities such as subsidiaries or parent corporations of the borrow-
er, must also be given to the financial institution before loan participation will
be approved. For the purposes of this part, principal owners are those having 20
percent or more ownership of any tourism project.

Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: 10 SR 2417

8300.3067 CONTENTS OF APPLICATION FOR TOURISM LOANS..

An application for participation must be made by the financial institution
on behalf of the eligible borrower on a form provided by the commissioner and
must contain or be accompanied by:

A. a copy of the financial institution’s file regarding the borrower’s loan
application;

B. a statement by the borrower, in the form provided in Minnesota
Statutes, section 13.05, subdivision 4, paragraph (d), or a form similar to it if the
borrower is a corporation, consenting to the dissemination of any private or
nonpublic data applicable to the loan;

C. a letter containing the financial institution’s assessment of the risks
associated with the loan, and the credit worthiness of the borrower; and

D. a letter from the borrower demonstrating how the project meets the
public purpose requirements of part 8300.3068.

Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: 10 SR 2417

8300.3068 PROCEDURES FOR TOURISM LOAN APPROVAL.

Subpart 1. Preliminary eligibility review. An application is considered to
have been made upon the commissioner’s receipt of a completed application with
all required documentation and exhibits. The commissioner shall make a prelim-
inary determination whether the application is complete and whether the bor-
rower, project, and costs are eligible for consideration under the statutes and
rules of the tourism loan program.

Subp. 2. Notification of deficiencies. If the commissioner determines the
application to be incomplete, the commissioner or his or her designee shall notify
the borrower, specifying the deficiencies. The financial institution has 60 days
from the date of the commissioner’s notification to complete the application in
accordance with parts 8300.3060 to 8300.3070. If an application is not made
complete within 60 days of the date of the commissioner’s notification of deficien-
cies, the application shall be rejected for processing and the financial institution
must resubmit the application at a later date in order for it to be considered by
the authority. An application which is completed by the last day of the month
must be reviewed at the next month’s authority meeting.

Subp. 3. Approval for processing. When an application is determined to be
complete, the commissioner shall review it to assess the ability of the borrower
to reasonably repay the loan and approve or disapprove the application for
processing under subpart 4.

Subp. 4. Evaluation procedures. An application which, in the judgment of the
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commissioner, meets the standards and requirements in the act and parts 8300.3060
to 8300.3070 shall be submitted to the authority with a recommendation for its
approval at the earliest possible time. Applications which do not meet the
criteria, standards, and requirements of the act and parts 8300.3060 to 8300.3070
shall not be submitted to the authority for its consideration until the application
documents have been modified to conform to the standards of the program. If
a completed application has not been modified to meet the program financial
requirements within 60 days after submission, it is considered rejected and the
financial institution must submit a new appllcanon for further consideration.

Subp. 5. Requirements of public purpose. Loan applications by eligible bor-
rowers for eligible costs shall be recommended for approval by the authority only
after the commissioner has determined that the project meets one or more of the
following standards of public purpose:

A. that the project would contribute to upgrading, expanding, and
improving Minnesota’s tourism industry;

B. that the project, in order to be competitive and bring in new travelers
to the area, offer additional amenities and improve the quality of the tourism
facilities in the state;

C. that the project will protect and enhance the tax base;

D. that the borrower can demonstrate a positive economic impact to the
surrounding community; and
E. that the project will retain lakeshore for public use.

Subp. 6. Approval. The authority may reject or disapprove any application
for participation that does not provide sufficient documentation or otherwise
comply with the provisions of the act and parts §300.3060 to 8300.3070. If the
authority approves an application for participation, it shall pass a resolution
stating the name of the borrower, a brief description of the project, the amount
of participation, and the amount of and interest charged on participation.

Subp. 7. Participation agreement. After participation in a loan is approved
by the authority, the financial institution shall provide the authority with copies
of its documents for the loan. The financial institution must also submit a
certificate to the authority stating that the interest approved by the authorlty will
be passed on to the borrower.

Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: 10 SR 2417

8300.3069 LOAN SERVICING.

The financial institution shall collect payments according to the payment
schedule outlined in the note. The financial institution shall notify the authority
in case of default, as determined by the financial institution. The financial
institution may retain interest collected as payment for duties performed by it
pursuant to the contract in the amount of one percent per annum of the authori-
ty’s proportional share of the loan.

Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: 10 SR 2417

8300.3070 AMORTIZATION SCHEDULES.

The financial institution shall allow loan payments to be made on other than
a monthly basis in order to meet the amortization schedule established by the
financial institution. A nonmonthly payment schedule shall allow for seasonal
payments, where income is generated, or primarily generated because of season-
al business.

Statutory Authority: MS s 116M.07; 116M.08 subd 4
History: 10 SR 2417
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HEALTH CARE EQUIPMENT LOAN PROGRAM

8300.3200 SCOPE AND AUTHORITY.

Parts 8300.3200 to 8300.3204 apply to applications for loans for health care
equipment made to the authority under anesota Statutes, section 116M.07,
subdivision 7a.

Statutory Authority: MS s 116M.07 subd 7c; 116M.08 subd 4
History: 10 SR 1813

8300.3201 DEFINITIONS.

Subpart 1. Scope. For the purposes of parts 8300.3200 to 8300.3204, the
following terms have the meanings given to them.

Subp. 2. Application fees. “Application fees” means the fee charged by the
authority, in connection with an application for program funds, based on the
actual direct cost of processing the application and servicing loans by the com-.
missioner and the commissioner of health. The application fee is two-fifths of one
percent of the program funds requested in applications received during any
calendar quarter established by part 8300.3204, subpart 1, and shall be paid in
accordance with part 8300.3204, subpart 6. The fees shall not exceed the applica-
ble federal limitations imposed by section 103(c) of the Internal Revenue Code
of 1954, as amended, or other applicable federal laws governing the issuance of
bonds or notes by the authority.

Subp. 3. Authority. “Authority” means the Minnesota Energy and Economic
Development Authority created in Minnesota Statutes, section 116M.06.

- Subp. 4. Commissioner. “Commissioner” means the commissioner of the
Department of Energy and Economic Development or a designee.

Subp. 5. Program funds. “Program funds” means the money for loans made
available from the sale of bonds or notes as set forth in the indenture adopted
by the Minnesota Energy and Economic Development Authority pursuant to
Minnesota Statutes, section 116M.07, subdivision 7b.

Subp. 6. Project. “Project” means all functionally related equipment and all
associated costs including application fees; bond issuance costs; underwriting or
placement fees; trustee fees; bond insurance; fees of guarantor, insurer, or finan-
cial institution other than the authority who provides letter of credit, surety
bonds, or equivalent security; legal fees, including those of the authorlty s bond
counsel; and debt service reserve fund.

Statutory Authority: MS s 116M.07 subd 7c; 116M.08 subd 4
History: 10 SR 1813

8300.3202 ELIGIBLE PROJECT FOR PROGRAM FUNDS.

To be eligible for program funds, an application must meet the criteria
outlined in Minnesota Statutes, section 1 16M 07, subdivision 7c, and part 4647.0200,
subpart 3.

Statutory Authority: MS s 116M.07 subd 7c; 116M.08 subd 4
History: 10 SR 1813

8300.3203 PROCEDURES FOR HEALTH CARE EQUIPMENT LOAN APPLI-
CATIONS.

Subpart 1. In general. To apply for assistance from the authority, an appli-
cant shall submit two completed application forms to the commissioner on a
form provided by the commissioner. An application must be completed, dated,
and signed by an authorized officer of an applicant and include certification of
bond insurance issued by a private insurer as required by Minnesota Statutes,
section 116M.07, subdivision 7b.

Subp. 2. Contents. Applications must include the amount of the requested
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loan and information necessary for approval by the commissioner of health
pursuant to Minnesota Statutes, section 116M.07, subdivision 7c¢, and parts
4647.0100 to 4647.0400.

Statutory Authority: MS s 116M.07 subd 7c; 116M.08 subd 4
History: /0 SR 1813 -

8300.3204 PROCEDURES FOR APPLICATION PROCESSING.’

Subpart 1. Deadline for submission. Applications for program funds will be
processed on a quarterly basis. Applicants shall submit completed application
forms by February 1, May 1, August 1, or November 1 to receive consideration
or priority under part 4647.0300 in the respective quarter. If an application is
received after the quarterly application deadline, it shall be forwarded to the
commissioner of health.

Subp. 2. Review by Department of Health. When an application is received
by the commissioner, a copy of the application will be sent to the commissioner
of health for review. Upon receipt of the notification from the commissioner of
health that the application or a project within an application has been approved,
the commissioner will follow the procedure under subpart 3 or 4. -
~ Subp. 3. Review and approval. The authority may not approve an application,
or a project within an application, nor make a loan to an applicant unless the
application or project within an application has been approved by the commis-
sioner of health. If the commissioner of health has approved an appllcatlon or
project within an appllcatlon the authority shall pass a resolution approving the
application or project and make the loan if sufficient program funds are available
and if the loan to the applicant has been approved by the private insurer which
has issued a letter of credit or bond insurance policy with respect to the indenture
adopted by the authority pursuant to Minnesota Statutes, section 1 l6M 07,
subdivision 7b.

Subp. 4. Authonty review and rejection. If the commissioner of health has
approved an application or project within an application, the authority shall pass
a resolution rejecting the application or project, and notify the applicant of the
rejection, only if the authority finds that there are insufficient program funds
available or that the applicant had been denied by the private insurer which has
issued a letter of credit or bond insurance policy with respect to the indénture
adopted by the authority pursuant to Minnesota Statutes section 116M.07,
subdivision 7b.

Subp. 5. Lean agreement and disbursement. Upon approval of an application
or project within an application by the authority, the commissioner shall send a
loan agreement to the applicant. The applicant shall have a duly authorized
officer execute ‘and return the executed loan agreement to the commissioner. The
program funds approved by the authority for an applicant will be disbursed upon
execution of and according to the terms of the loan agreement and the health care
equipment program indenture. .

Subp. 6. Payment of application fee. The application fee established pursuant
to-part 8300.3201, subpart 2, shall be paid by the trustee specified in the health
care equipment loan mdenture on a quarterly basis no later than at the time of
disbursement.

Subp. 7. Preparation of documents. The commissioner has the authority and
responsibility to prepare or cause to be prepared all necessary documents and to
execute them on behalf of the authority.

Statutory Authority: MS s 116M.07 subd 7c; 116M.08 subd 4
History: /0 SR 1813
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ENERGY FINANCIAL ASSISTANCE

8300.4010 SCOPE.

Parts 8300.4010 to 8300.4013 are general rules that apply to all applications
for energy financial assistance made available by the authority under the act, the
energy development loan program, and the energy loan insurance program.

Parts 8300.4013 to 8300.4027 specify procedures and criteria for energy
financial assistance from particular programs of the authority.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714

8300.4011 DEFINITIONS.

Subpart 1. Statutory terms. The definitions in Minnesota Statutes, section
116M.03; part 8300.0100; and this part, apply to parts 8300.4010 to 8300.4027.

Subp. 2. Energy financial assistance. “Energy financial assistance” means
loans, loan guarantees or insurance, to enter into or pay fees on insurance
contracts, letters of credit, municipal bond insurance, surety bonds, or similar
obligations and other agreements or contracts with financial institutions or
providers of similar services and any other use of money from the energy
development account and the energy loan insurance account as permitted by the
act. :

Subp. 3. Investment cost. “Investment cost” means: I = the total amount of
the loan obtained by the applicant required by the qualified energy. project to
generate annual net cost savings or net revenues equal to B, in subpart 4. “I” is
the present value of annual repayments of the interest plus principal discounted
at the rate r in subpart 4, over the term of the loan for I. _

Subp. 4. Present value. “Present value” of the annual net cost savings or net
revenues generated by the qualified energy project means:

L B
>
t=1 (1+ry

where B, = annual net cost savings or net revenues realized by the applicant
for each year t of the expected useful life of the qualified energy project. This
represents annual cost savings or annual revenues net of annual operating costs
excluding annual interest plus principal payments for the investment cost of the
qualified energy project.

L = expected useful life of the qualified energy project. :

r = annual rate of interest charged to the applicant on the investment cost
of the qualified energy project.

Subp. 5. Project. “Project” means that which is funded or secured or is
proposed to be funded or secured by energy financial assistance.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714

8300.4012 PROCEDURES FOR ENERGY FINANCIAL ASSISTANCE APPLI-
CATIONS.

Subpart 1. In general. To apply for energy financial assistance from the
authority, an applicant shall submit an application form to the commissioner on
a form provided by the commissioner. An application must be completed, dated,
and signed by the owner, general partners, or an authorized officer of the appli-
cant. The commissioner shall follow the procedures under part 8300.3013.

Subp. 2. Contents. An application must comply with part 8300.3011, sub-
parts 2 and 3.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714
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8300.4013 COLLATERAL REQUIREMENTS AND ADDITIONAL
INFORMATION OR CERTIFICATIONS.

The authority shall require collateral and additional information or certificat-
ions in compliance with part 8300.3012.
Statutory Authority: MS s 116M.08 subd 4

" History: 10 SR 1714

8300.4014 PROCEDURES FOR APPLICATION PROCESSING.

Processing of applications must comply with part 8300.3013, subparts 1to
7 and 9 to 11. The commissioner shall also review the application to determine
if the project is technically feasible and cost-effective.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714
ENERGY DEVELOPMENT LOAN PROGRAM

8300.4015 PURPOSE.

The energy development loan program issues energy financial assistance in
the form of energy loans funded by proceeds of the authority’s revenue bonds that
may be secured by a guarantee or insurance from the energy development
account or energy loans made directly with money in the energy development
account. Energy loans funded by proceeds of the authority’s revenue bonds must
be made in accordance with parts 8300.4010 to 8300.4018. Energy loans funded

directly with money in the energy development account must be made in accord-
ance with parts 8300.4010 to 8300.4016 and 8300.4019.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714

8300.4016 ELIGIBLE APPLICANTS FOR ENERGY DEVELOPMENT LOAN
PROGRAM.

Any business as defined in the act is eligible to apply for an energy loan.
Statutory Authority: MS s 116M.08 subd 4 '
History: 10 SR 1714

8300.4017 ELIGIBLE LOANS FOR ENERGY DEVELOPMENT LOAN PRO-
GRAM.

Subpart 1. In general. The authority shall make energy loans to applicants
in compliance with the act and parts 8300.0100 and 8300.3011 to §300.3013 and
8300.4010 to 8300.4019.

Subp. 2. Purpose of loan. An energy loan must be used to provide interim or
long-term financing for certain capital expenditures as provided in the act, and
for expenditures that meet the requirements of federal industrial development
bond laws where applicable, including:

A. acquisition costs of land, buildings, or both
B. site preparation;
. C. construction costs;
D. engineering costs;
E. costs of equipment, machinery, or both;
F. bond issuance costs;
G. underwriting or placement fees
H. trustee’s fees;

I. fee of guarantor, insurer, or financial institution, other than the
authority, who provides letters of credit, surety bonds, or equivalent security;
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J. authority fees, including application and guaranty fees of the authori-
ty and administrative costs and expenses;

K. certain contingency costs;

L. interest costs during construction;

M. legal fees, including those of the authority’s bond counsel; and

N. debt service reserve account.

Working capital loans are not eligible for energy financial assistance under
the energy development loan program. However, energy loans for certain finished
equipment inventory that constitute qualified energy projects that are funded out
of the energy development account or the proceeds of revenue bonds issued by
the authority to the extent permitted under federal tax law are permitted.

Subp. 3. Equity requirements. The maximum loan percentage of authorized
project cost is 80 percent for equipment and 90 percent for other authorized
costs. Instead of an equity contribution, the authority may accept adequate
security, collateral, or guarantees sufficient to insure the repayment of the finan-
cial assistance. The authority may accept letters of credit or other credit enhance-
ments as part of the equity contribution by the applicant.

Subp. 4. Maximum term. The maximum term of an energy loan may not
exceed the average useful life of the real property or 80 percent of the useful life
of equipment or machinery or 31 years, whichever is less.

Subp. 5. Security requirements. Energy financial assistance for real property,
equipment, or other authorized expenditures, must be secured with the best
available security or guaranty as required by either insurers or other providers
of collateral or security of the bonds other than the authority, or as required by
the authority in accordance with generally accepted commercial lending prac-
tices.

Subp. 6. Findings of public purpose. The authority shall review and consider
approval of an application for an energy loan on the basis of effectuating the
purposes of the act, including determinations regarding the following:

A. that the qualified energy project and its development is economically
advantageous to the state, that the provision to meet increased demand upon
public facilities as a result of the qualified energy project is reasonably assured
and any feedstock availability, resource base, or energy sources necessary to
support the successful operation of the qualified energy project is adequate;

B. that the qualified energy project will tend to facilitate a reliable supply
of energy to Minnesota’s households, business establishments, or municipalities,
diminish Minnesota’s dependence on imported energy sources, or serve some
other energy related public purpose;

C. that the qualified energy project satisfies the pnormes and criteria of
the act;

D. that other things being equal in the event that there are more
otherwise eligible applications submitted to the authority than there is funding
available to assist, the energy loan allows greater leverage of the energy develop-
ment account than other competing applications;

E. that the borrower is a business under the act; : .

F. that the project will be economically feasible in that the borrower
reasonably can be expected to maintain a sound financial condition and to retire
the principal and pay the interest on the loan anticipated to be made, in accord-
ance with the terms of the agreement;

G. with respect to a resource recovery project, the project will be
cost-effective in accordance with part 8300.4011.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714
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8300.4018 ENERGY LOANS FUNDED BY BONDS.

Subpart 1. In general. If the authority intends to fund an energy loan by
issuing revenue bonds, it must do so in conformance with part 8300.4014 and
this part. The incomg from bonds issued by the authority for energy loans will
be either subject to or exempt from taxation by the federal government. If the
income from the bonds is to be subject to taxation by the federal government,
the preliminary resolution must acknowledge that the bonds will be subject to
applicable federal taxes.

Subp. 2. Interest rate. The authority shall set interest rates at a negotiated
rate that approximates the market rate of interest for securities of equivalent
value at the time the bonds are initially sold.

Subp. 3. Debt service reserve account. In conjunction with each amount of
financial assistance it extends, the authority shall establish and fund a debt
service reserve account sufficient to cover approximately 12 month’s debt service
or such lesser amount to ensure tax exempt status .of interest on the bonds if the
bonds are intended to be tax exempt. The reserve must be funded through the
proceeds of the bonds to be issued and sold in conjunction with each particular
amount of financial assistance extended. The interest earned on the debt service
reserve account must accrue to the benefit of the applicant except to the extent
necessary to insure tax exempt status of interest on the bonds if the bonds are
intended to be tax exempt. This amount must be applied to offset the principal
and interest payments on an annual basis or to redeem bonds prior to maturity
provided that the financial assistance is current. Instead of a debt service reserve
account the authority shall accept other adequate security or guarantees to ensure
repayment of the bonds in accordance with generally accepted commercial
lending practices.

Subp. 4. Final resolution. After the authority passes a preliminary resolution,
it may pass a final resolution that authorizes the issuance and sale of bonds to
fund the financial assistance to the applicant, as discussed in part 8300.3013,
subpart 9. The final resolution for an application under the program depends, in
part, upon a determination that there are no adverse changes in the condition of
the applicant in accordance with generally accepted commercial lending practices
that the authority deems necessary.

Subp. 5. Issuance of bonds. Upon passage of the final resolution, the authori-
ty shall commence to issue bonds in accordance with market conditions and the
other legal conditions that govern the issuance of its bonds. This issuance must
be in accordance with the contents of any insurance contracts, agreements with
lenders providing letters of credit, or other forms of financial assistance and other
terms and conditions necessary to effectuate a bond sale. Money will not be
disbursed at the loan closing until it has been determined that there are no
adverse changes in the condition of the applicant in accordance with generally
accepted commercial lending practices. After the bonds are issued and sold, there
will be a loan closing where the money is transferred and documents are signed
in accordance with the terms of the final resolution and the respective documents.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714

8300.4019 ENERGY LOANS FUNDED DIRECTLY FROM MONEY IN THE
ENERGY DEVELOPMENT ACCOUNT.

Subpart 1. In general. The authority may make energy loans funded directly
from money in the energy development account only after it has made the
following determinations:

A. that the qualified energy project achieves the public purposes listed
in part 8300.4017, subpart 6;

B. that no other sources of financing including bonds issued by the
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authority are available to the project in sufficient quantities or at interest rates
which will not render the project economically infeasible.

Subp. 2. Maximum loan amount. The principal amount of energy loans made
directly with money in the energy development account mus&not exceed $500,000.

Subp. 3. Equity requirements. The maximum loan percentage of authorized
project costs is 70 percent for equipment and 80 percent for other authorized
costs as listed in part 8300.4017, subpart 2. The authority may accept letters of
credit or other credit enhancements as part of the equity contribution by the
applicant.

Subp. 4. Interest rate. The interest rate must not exceed the interest rate for
a full-faith-and-credit obligation of the United States government of comparable
maturity, nor be lower than five percent per annum, nor be lower than the
percentage rate necessary to establish a debt service coverage ratio of 1.3 to 1,
whichever of the latter two conditions is greater.

Subp. 5. Servicing of direct energy loans. The commissioner shall establish
an amortization schedule and shall monitor the scheduled payments. The com-
missioner shall also monitor the terms and conditions of the loan contract.

Subp. 6. Restructure of debt. The commissioner may restructure the energy
loan at the request of the applicant or upon his or her own initiative if it is
determined that the restructuring will increase the probability that the energy
loan will be repaid to the state. If the applicant requests the loan restructure, the
commissioner shall charge the applicant a fee in the amount of one-half percent
of the outstanding principal balance of the energy loan.

Statutory Authority: MS s 116M.08 subd 4
History: /0 SR 1714
ENERGY LOAN INSURANCE PROGRAM

8300.4020 SCOPE.

Parts 8300.0100 to 8300.0600 and 8300.4020 to 8300.4028 apply to applica-
tions for energy financial assistance from the energy loan insurance account made
available by the authority under Minnesota Statutes, section 116M.11. Unless
otherwise specified, parts 8300.4010 to 8300.4014 do not apply to energy finan-
cial assistance provided by the authority under parts 8300.4020 to 8300.4028.

Statutory Authority: MS s 11 6M. 08 subd 4
History: 10 SR 1714

8300.4021 DEFINITIONS.

Subpart 1. Statutory terms. The definitions in Minnesota Statutes, section
116M.03; parts 8300.0100 and 8300.401 1; and this part, apply to parts 8300.4020
to 8300.4028.

Subp. 2. Borrewer. “Borrower” means a business that submits or has submit-
ted an application for an energy loan to a lender for a qualified energy project.

Subp. 3. Claim. “Claim” means a claim for reimbursement to the authority
by a participating lender.

Subp. 4. Default. “Default” means the failure of the borrower to make a
scheduled payment of principal and interest within 60 days of the date the
payment is due or the breach by the borrower for more than 60 days after mailing
of written notice of breach to the borrower by the lender of any material covenant
in the note, loan agreement, or in any instrument securing the loan, or the
determination that an adverse change has occurred in the borrower’s ability to
repay the insured loan.

Subp. 5. Energy loan insurance. “Energy loan insurance” means the direct
insuring by the authority of an energy loan made by a lender under Minnesota
Statutes, section 116M.11.
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Subp. 6. Lender. “Lender” means either a participating lender or a financial
institution that intends to submit an application to the authority to be a par-
ticipating lender. For purposes of part 8300.4031, lender is not restricted to
financial institutions participating in a loans-to-lender program.

Subp. 7. Participating lender. “Participating lender” means a financial insti-
tution that has been designated by the authority to participate in the energy loan
insurance program. .

Subp. 8. Participating lender’s agreement. “Participating lender’s agreement”
means the agreement in the form prescribed by the commissioner under which
a financial institution is designated as a participating lender.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714

8300.4022 APPLICATIONS FOR ENERGY LOANS SUBMITTED TO FINAN-
CIAL INSTITUTIONS.

Subpart 1. Contents of energy loan applications. To apply for an energy loan
under the energy loan insurance program, a borrower shall submit an application
for an energy loan to a lender. The application must be completed, dated, and
signed by an owner, general partner, or an authorized corporate officer and
include the fee as required under part 8300.4012, subpart 1. The application
must contain the information required under part 8300.3013.

Subp. 2. Fees. Lenders may require borrowers to pay application fees,
origination fees, or commitment fees, only if these fees are normally required of
the lender’s other customers, and only if these fees do not exceed the usual and
customary charges for similar loans to the lender’s other customers. Any and all
fees must be reported to the commissioner.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714

8300.4023 SUBMISSION OF APPLICATIONS FOR ENERGY LOAN INSUR-
ANCE.

Subpart 1. Contents of applications by lenders. Applications for energy loan
insurance must be submitted by a lender to the commissioner on forms pre-
scribed by the commissioner that must include the name of the lender, the name
of the borrower, the total project cost, the amount and percentage of the insur-
ance requested, the term of the loan, the interest rate, and amortization schedule,
and other terms and conditions of the lender. The application must be-completed,
dated, and signed by a duly authorized officer of the lender. In addition, the
following information must be submitted:

A. a copy of the entire energy loan application submitted by the borrow-
er to the lender;

B. a certification and supporting documentation that the lender has
determined the project to be economically feasible in accordance with generally
accepted commercial lending practices;

C. a signed letter of conditional commitment from the lender to make
the energy loan subject to obtaining an energy loan insurance commitment from
the authority;

D. a statement of need from the lender that specifies reasons why the
loan will not be made without energy loan insurance;

E. an appraisal of collateral showing total retail value;

F. a statement of informed consent signed by an authorized officer of the
lender regarding the use and dissemination of the private data as provided in
Minnesota Statutes, section 13.05, subdivision 4, paragraph (d); and

G. a participating lender’s agreement on a form provided by the com-
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missioner in accordance with part 8300.4024 and signed by an authorized officer
of the lender if the lender has not been previously designated a participating
lender by the authority.

Subp. 2. Review by commissioner. Upon receipt of the application for insur-
ance, the commissioner shall review the application in accordance with the
procedures set forth in parts 8300.3013, except subpart 8, and 8300.4013.

Subp. 3. Rejection of application. If the application is found to be incomplete
or the project is ineligible, technically or economically unfeasible, or is not
cost-effective, upon review by the commissioner, the commissioner shall notify
both the borrower and lender following the applicable procedures as prescribed
in part 8300.3013, subpart 5. If the application is rejected for reasons other than
ineligibility or completeness, the procedures as set forth in 8300.3013, subpart
3, shall be followed. Upon submission of a rejected application by the lender or
borrower, the authority shall evaluate the application at its board meeting in
accordance with part 8300.4014.

Subp. 4. Authority evaluation procedure. The authority shall review and
consider approval of all submitted applications on the basis of effectuating the
purposes of the act, as set forth in part 8300.4017, subpart 6.

If the authority approves or disapproves of the submitted application, it shall
follow the procedures as set forth in part 8300.3013.

Subp. 5. Preparation of documents. The commissioner has the authority and
responsibility to prepare or cause to be prepared all necessary documents and to
execute them on behalf of the authority.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714

8300.4024 PARTICIPATING LENDER.

Subpart 1. Eligibility. In order to be eligible to receive energy loan insurance,
a participating lender’s agreement provided by the commissioner must be signed
by an authorized officer of the lender. The agreement shall set forth the terms and
conditions under which an energy loan is to be made and specifies procedures to
be followed in the event of default by the borrower. In the event that the lender
fails to comply in good faith with the provisions of the agreement and the lender’s
failure causes substantial harm to the authority, the authority may withdraw its
insurance on the affected loans, remove the lender from the program without
refunding any fees paid by the lender, or do both. The agreement must require
the lender and the authority to conform to the following conditions:

A. The insured portion of any approved loan shall not exceed $2,500,000
and the maximum term of any loan shall not exceed the average useful life of the
improvement or 21 years, whichever is less.

B. The authority shall insure no more than 90 percent of an approved
loan. .

C. The lender shall make no prov1snon to accelerate loan payments due
to default or any other reason, without prior written approval from the commis-
sioner.

D. The lender shall make no provision to subordinate any loan collateral
to other liens against such property w1thout prior written approval from the
commissioner.

E. The lender shall not acquire any preferential collateral, surety, or
insurance to protect its uninsured interest in a loan.

- F. Collateral must be obtained for the full amount of the loan and must
be prorated between the lender and the authority.

G. The lender shall require the borrower to adequately insure, maintain,
and repair all collateral.
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H. The authority shall not be liable for delinquency charges or late fees
assessed against the borrower by the lender.

I. The lender shall review and approve quahﬁed energy projects in
accordance with generally accepted commercial lending practices.

J. The lender shall be responsible for servicing all loans it makes for
qualified energy projects either directly or by contracting with a servicing agent.

K. The lender shall not sell or transfer any loan insured by the authority
without prior approval from the commissioner.

L. The lender, for the term of the insured loan shall promptly notify the
commissioner of any loan payments that are two weeks overdue. In addition, the
lender must submit an annual loan performance report to the commissioner on
a form provided by the commissioner.

M. The aggregate principal amount of loans insured by the authority
may not at any time exceed ten times the amount of current reserves in the
insurance account.

_ N. The authority shall not insure any loan that either carries an interest
rate in excess of three points above the lender’s prime rate or base rate for
variable rate loans or more than three points above the interest rate of a full-faith-
and-credit obligation of the United States government with a comparable maturi-
ty for a fixed rate loan. _

O. The lender agrees not to make any amendments to the loan agree-
ment after loan closing without the prior written approval of the authority.

P. The lender agrees to make no waivers of default without prior written
approval from the authority.

Q. The authority shall not insure energy loans made by the lender prior
to the execution of the participating lender’s agreement, and the lender shall not
disburse funds for an insured loan under this program without prior approval
from the authority.

Subp 2. Designation of partlclpatmg lender. To designate a lender as a
participating lender, the authority must pass a resolution designating the lender
as a participating lender and authorizing the commissioner on behalf of the
authority to execute the agreement which has been signed by an authonzed officer
of the lender.

Statutory Authority: MS s 116M.08 subd 4
History: /0 SR 1714

8300.4025 PROCEDURES UPON DEFAULT.

The authority and lender shall follow the following procedures in the event
of a loan default by the borrower: .
A. The lender shall file with the commissioner, on forms provided by the
co;nmlssmner all claims for occurred losses within one year of the date of
default

B. The authority is liable for not more than the agreed percentage of the
“sum of the unpaid principal and the accrued interest to the date the claim is filed.

C. In the event of default and claims by the lender arising from such
default, the lender shall pursue in good faith all legal rights it may have against
the borrower.

D. The authority may cure a default by making payment due to the
lender within 30 days of the date of the default. Any payments made by the
authority must be repaid by the borrower or deducted from any claims submitted
by the lender in connection with a default by the borrower for whom the payment
was made by the authority.

E. If the borrower or the authomy does not cure the default within 60
days, then the loan must be accelerated. : :
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F. Upon nonpayment of the accelerated loan, the lender may file a claim
with the authority. The collateral must then be liquidated by the lender.

G. The authority shall receive a prorated share of all liquidation pro-
ceeds. Upon receipt the authority shall pay the claim of the lender.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714

8300.4026 APPLICATION AND CLAIM FORMS.

The commissioner must prepare application and claim forms for use by the
lender and for the administration of the energy loan insurance program.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714

8300.4027 PRIOR COMMITMENT.

The authority may resolve to insure a loan prior to its execution or disburse-
ment if there is a firm commitment by the lender to make the loan upon the
authority’s resolution to insure the loan. If the lender fails to enter into a loan
agreement with the borrower within 90 days of the authority’s resolution, the
authority may reaffirm the resolution for an additional 90-day period if there has
not been an adverse change in the application or lender.

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714

8300.4028 REPORTS. .

During the term of the insured loan, the borrower shall make written reports
to the commissioner on forms approved by the commissioner regarding the
acquisition, construction, installation, and operation of the qualified energy
project on a schedule determined by the commissioner, but not less than annual-
ly.

The lender shall report to the commissioner any fees charged to the borrower
for the energy loans within 30 days of the date on which the energy loan was
closed. '

Statutory Authority: MS s 116M.08 subd 4
History: 10 SR 1714
TECHNOLOGY PRODUCT INVESTMENT PROGRAM

8300.4101 DEFINITIONS.

Subpart 1. Scope. For the purpose of parts 8300.4102 to 8300.4112, the
following terms have the meanings given them.

Subp. 2. Product rights. “Product rights” means a product to which the rights
have been acquired by the authority through purchase, lease, license, or loan
default. '

Subp. 3. Conceptual product. “Conceptual product” means an idea based’
upon a mental impression or general notion that can be documented in a
technology-related product design or plan.

Subp. 4. Courseware. “Courseware” means specialized software for the deliv-
ery of education and training.

Subp. 5. Default. “Default” means the failure of the loan recipient to repay
the principal and interest, to make royalty payments in accordance with the
security agreement, or the breach by the loan recipient for more than ten days
after mailing written notice of breach by the commissioner of any material
covenant in the note, loan agreement, or in any instrument securing the loan
which the commissioner determines constitutes an adverse change in the loan
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recipient’s ability to repay the product loan. For purposes of these parts, a loan
is considered in default if the principal and interest repayments and royalty
payments are not received by the authority within ten days after the day specified
in the security agreement.

Subp. 6. Derivative product. “Derivative product” means a product that
contains or uses part of a previous product.

Subp. 7. Education. “Education” means the deliberate process of developing
knowledge, mind, and character of an individual.

Subp. 8. Product. “Product” means something produced by a business and
that exists in a usable form. Product includes, but is not limited to, a technology-
related product, a conceptual product, or a prototype product, and all technical
and user documentation, drawings, prototypes, models, test results, and source
codes associated with the product.

Subp. 9. Product loan. “Product loan” means a loan made to a business for
the development and for marketing of a product.

Subp. 10. Prototype product. “Prototype product” means a working model
that approximates the function of a final technology-related product.

Subp. 11. Royalty. “Royalty” means the proceeds paid to the authority in
connection with the loan agreement or in connection with product rights. Pay-
ments can be based on but not limited to a percent of sales of the product or a
specific dollar amount for each unit of the product sold.

Subp. 12. Software. “Software” means a set of statements or instructions to
be used directly or indirectly in a computer in order to bring about a certain
result, in any form of material object in which such statements or instructions
may be fixed, by any method now known or hereafter developed, regardless of
whether the statements or instructions are capable of being perceived by or
communicated to humans. Software includes courseware.

Subp. 13. Technology-related product. “Technology-related product” means
a product that results from a method or process for handling a specific technical
problem. Technology-related product includes computer software and computer
hardware products. '

Subp. 14. Training. “Training” means the process which instructs so as to
make a person proficient or qualified.

Statutory Authority: MS s 116M.08 subd 4
History: 11 SR 669

8300.4102 TECHNOLOGY PRODUCT LOAN PROGRAM.

Subpart 1. Purpose. The authority shall make technology product loans to
eligible applicants in compliance with Minnesota Statutes, chapter 1 16M in order
to help create or retain jobs for the state. The authority shall also consider the
value of the product to promote the public good of the state, especially in
education and training. Loans may be made to eligible applicants for the develop-
ment and marketing of technology-related products that exist as completed
products, prototypes, or as conceptual products.

Subp. 2. Use of loan proceeds. The loan must be made to provide financial
assistance for the development and marketing of a technology-related product.
Proceeds of the loan may be used to pay the costs of computer and other
technology-related equipment, and for working capital.

Subp. 3. Size of loan. The principal amount of any product loan issued by
the authority may not exceed $250,000 for technology-related equipment and for
working capital for any one product, provided, however, the authority may make
an additional loan not to exceed $100,000 for the same product if the applicant
can demonstrate that the additional loan is necessary to develop and market the
product as described in the loan agreement or to modify the development and
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marketing plans if the authority determines that such modifications are neces-
sary. Proceeds of the loan must be issued to the eligible applicant in accordance
with an approved plan and timetable. The plan must establish significant events
in the development and marketing activities of the product which, when deter-
mined by the authority to be complete, shall serve as an indicator to release
subsequent loan proceeds in accordance with the plan and timetable.

Subp. 4. Maximum term. The maximum term of the loan may not exceed
four years.

Subp. 5. Interest rate. The interest rate of a loan is five hundred basis points
below a full faith and credit obligation of the United States government of
comparable maturity, as of five working days before closing, or as determined by
the authority at the time of approval based upon its assessment of current interest
rate conditions, provided that in no event shall the interest rate be lower than
three percent.

Subp. 6. Security requirements. In addition to security interests in collateral
as specified in part 8300.3012, the authority shall require a security interest in
the product in the form of a royalty on the product and, in case of default, full
rights to the product, including all patents, copyrights, mask work, trade secrets,
trademarks, service marks, and any other intellectual property rights. The royalty
payment must be based upon net receipts of the product not to exceed 25 percent
and must be set forth in a security agreement that shall be entered into at the same
time the loan is made. Royalty payments must be made to the authority in
accordance with the schedule appearing in the security agreement.

The security agreement must set forth the terms and conditions applicable
to all derivatives of the product, and must bind all future assignees of the product.
The amount of royalty paid to the authority shall be set forth in the security
agreement. Royalty terms provided in the security agreement may not extend
more than seven years from the date of the loan agreement unless the authority
and the eligible applicant agree to an extension. The maximum amount of royalty
paid to the authority shall not exceed three times the amount of the loan
principal. The security agreement must contain a provision for assignment of all
product rights, including copyrights and patents to the authority upon default of
the loan.

Subp. 7. Loan servicing. The commissioner shall be the authority’s autho-
rized agent for purposes of administration of the loan including approval of
required documentation prior to disbursement; the determination of a default,
and the exercise of remedies upon default. The commissioner shall monitor the
repayment of the principal and interest as provided in the amortization schedule.
The commissioner may restructure the loan at the request of the borrower or
upon his or her own initiative if the commissioner determines that restructuring
the loan will increase the probability that the loan will be repaid to the state.

If the borrower requests the commissioner to restructure the loan, the
commissioner shall charge the borrower a fee in the amount of one-half percent
on the outstanding principal amount of the loan.

Subp. 8. Loan payments; royalties. Loan payments must be made as provided
in the amortization schedule. The first principal payment is due 12 months-after
issuance of the final proceeds of the loan.

The authority, in its sole discretion, may accept royalty payments in lieu of
loan payments if it appears that this arrangement will increase the probability
that the loan will be repaid. The amount of royalty paid in lieu of loan payments
may not reduce the total amount of royalty due.

Statutory Authority: MS s 116M.08 subd 4
History: 1] SR 669
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8300.4103 ELIGIBLE LOAN APPLICANTS.

A person, partnership, firm, or corporation engaged in and determined by
the authority to constitute a small business as defined in the regulations of the
United States Small Business Administration, Code of Federal Regulations, title
13, part 121, standard industrial code (SIC) 7372, is considered an eligible small
business or an eligible applicant for a technology product loan.

Statutory Authority: MS s 116M.08 subd 4
History: 11 SR 669

8300.4104 FINANCING ELIGIBLE SMALL BUSINESSES AND TAR-
GETED SMALL BUSINESSES.

. The authority may use funds available for product loans to help finance
eligible small businesses. Two-thirds of these available funds must be allocated
to help finance targeted small businesses.

The authority shall make a determination as to the use of funds four months
prior to the close of its fiscal year. At that time the authority may reallocate its
remaining funds between the categories of eligible small businesses and targeted
small businesses if it determines that by doing so participation in the program
may increase.

Statutory Authority: MS s 116M.08 subd 4
History: 11 SR 669

8300.4105 LOAN DEFAULT.

If the commissioner determines the loan to be in default, the commissioner
may take such actions provided in law or in equity to protect its interests. Upon
default, the commissioner shall notify the loan recipient in writing of the default
and give the loan recipient 60 days to re-establish the good standing of the loan.
During this time period the commissioner may permit the borrower to sell or
reassign the product rights or licenses, prepare derivative products, or undertake
other measures that will increase the probability that remaining loan payments
will be made. If the loan remains in default at the end of the initial 60-day time
period, the commissioner may extend the time period for an additional 60 days
if the loan recipient can demonstrate that the additional period of time is
necessary to re-establish the good standing of the loan. If the loan remains in
default at the end of the initial 60-day time period and any granted extension,
all product rights as provided in the security agreement transfer automatically to
the authority. The loan recipient shall also provide to the commissioner, if
requested, all relevant materials including technical and user documentation,
drawings, prototypes, models, test results, and source codes associated with the
product.

Statutory Authority: MS s 116M.08 subd 4
History: 11 SR 669 '

~ 8300.4106 DISPOSITION OF ACQUIRED PRODUCTS.

Subpart 1. Sales. For product rights acquired under loan default, the authori-
ty may sell the acquired product and all intellectual property rights incident to
in a commercially reasonable manner to any person or business.

Subp. 2. No product warranty. No warranty may be expressed or implied by
the authority for products distributed under subpart 1. Product recipients shall
assume all risk of use. The state, the authority, and its employees may not be held
liable for any damages, including any lost profits, lost savings, or other incidental
or consequential damages arising out of the use or inability to use the product.

Statutory Authority: MS s 116M.08 subd 4
History: 11 SR 669
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8300.4107 CERTIFICATIONS.

For products financed by the authority, the eligible loan recipient shall agree
to and execute a certification statement acceptable in form and content to the
commissioner. This statement must certify at least the following:

A. that the product is original;

B. that the product does not infringe upon copyrights, patents, mask
work, trade secrets, trademarks, service marks, and any other intellectual product
rights; ,

C. that the product will substantially perform the tasks it has repre-
sented in its documentation that it will perform;

D. that the loan recipient will hold the authority harmless

Statutory Authority: MS s 116M.08 subd 4
History: 11 SR 669

8300.4108 DATA, PUBLIC AND PRIVATE.

An applicant shall execute an acknowledgment that data provided as part of
the application or loan servicing process may be considered public data. If the
eligible applicant considers any part of the data to be provided to the authority
to be a trade secret, and if the authority agrees that the data is a trade secret as
defined in the Minnesota Government Data Practices Act, Minnesota Statutes,
chapter 13, then the authority shall enter into an agreement with the eligible
applicant regarding the data.

Statutory Authority: MS s 116M.08 subd 4
History: 11 SR 669

8300.4109 CONTENT OF APPLICATION.
In addition to the data required by part 8300.3011, an applicant for the
technology product investment program shall provide the following information:

A. specific product descriptions and comparison data to similar or
related products, projected life cycle of the product, need for the product, pricing
considerations, profit margins, and future product trends;

B. market research data including a description of the targeted audience
. that will use and purchase the product; how the product will be packaged,
promoted, and sold, including pricing considerations;

C. a market plan describing primary strategies, distribution agreements,
if any, and opportunities for leverage with other products;

D. a product packaging, documentation, and manufacturing plan includ-
ing projected cost of product and inventory levels;

E. product descriptions, sales, and profit data on other technology
products under the control of the business;

F. projected financial performance of the proposed product including
sales and profit projections and cash flow and return on investment analysis;

G. jobs maintained or created as a result of the loan; and
H. a description of how the product will serve the public good of the
state, especially in education and training,
Statutory Authority: MS s 116M.08 subd 4

History: 11 SR 669

8300.4110 SUBMISSION AND EVALUATION CRITERIA.

Subpart 1. Evaluation criteria. The authority shall evaluate an application
according to the standards and requirements in parts 8300.4101 to 8300.4112,
the laws governing the program, and the following criteria:

A. the number of jobs created and maintained;
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B. the ability of the product to attract private investment capital;

C. the projected financial success of the product;

D. the probability that royalty projections will be realized;

E. the projected return on investment to the state;

F. the degree to which the product serves the public good and reduces
other state expenses; and

G. the degree to which the product can be expected to meet the needs
of the marketplace.

Subp. 2. Use of consultants. The authority shall evaluate applications using
the evaluation criteria. The commissioner may employ consultants as needed to
extend the expertise of staff. The commissioner shall take steps that are reason-
able to ensure that consultants are free from any conflicts of interests and that
they use reasonable means to protect confidentiality of data.

Subp. 3. Priority funding. The commissioner may make priority funding
recommendations to the authority based on the evaluation of the applications.

Statutory Authority: MS s 116M.08 subd 4
History: 11 SR 669

8300.4111 INTELLECTUAL PROPERTY RIGHTS.

Copyrights, .patents, mask work, trade secrets, trademarks, service marks,
and any other intellectual property rights in the product shall remain with the
business unless specifically transferred to the authority under a mutual agreement
or through loan default.

Statutory Authority: MS s 116M.08 subd 4
History: 11 SR 669

8300.4112 DERIVATIVE PRODUCTS AND SUCCESSOR BUSINESSES.

All agreements made as part of the technology product investment program,
including product loan and security agreements, must contain an appropriate
clause to maintain and secure the authority’s financial interests in derivative
products and successor businesses.

Statutory Authority: MS s 116M.08 subd 4
History: 11 SR 669
DISTRICT HEATING LOANS

8300.4500 DEFINITIONS.

Subpart 1. Applicability. The definitions in Minnesota Statutes, section
116J.36 and part 8300.0100 and the definitions in this part apply to parts
8300.4500 to 8300.5100.

Subp. 2. Construction lean. “Construction loan” means a loan to fund all
construction costs as defined in Minnesota Statutes, section 116J.36, subdivision
2.

Subp. 3. Design loan. “Design loan” means a loan made ‘to fund those
activities required to be completed during the final design phase of a district
heating system in order to finance and construct the system. These activities
include conducting economic feasibility analyses, obtaining heat source commit-
ments and customer contracts, structure financing, and related district heating
project tasks.

Subp. 4. District heating project. “District heating project” means a district
heating design or construction project for a new or existing system.

Subp. 5. Existing system. “Existing system” means a district heating system
that has a minimum of one customer and which has been operational for more
than one year.
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Subp. 6. Financial consultant. “Financial consultant” means a reputable
person or firm experienced in working with complex revenue-supported financial
plans and qualified to assess the financial condition and operation of the district
heating project.

Subp. 7. Gross revenues. “Gross revenues” means all revenues, fees, user
charges, rents, franchise fees, special assessments, and other income and receipts
derived from the ownership or operation of the district heating project, the
proceeds of any insurance that insures against the loss of gross revenues, any
investment income from money or securities derived from the state loan under
Minnesota Statutes, section 116J.36, and any other income and receipts attribut-
able to the ownership or operation of the project from whatever source derived,
calculated on an annual basis.

Subp. 8. New system. “New system” means a district heating system that has
a minimum of one customer and has been operational for less than one year.

Subp. 9. Operating expenses. “Operating expenses” means the expenses
directly and properly attributable to the operation of the project on an annual
basis including: expenses for operation, maintenance, repairs, ordinary replace-
ment, ordinary acquisition of equipment, fuel and heat labor and fringe benefits,
lease rental payments, insurance premiums, admmistration legal services, engi-
neering services, payments of all indebtedness, and any other current expenses
or obligations required to be paid by the municipality or owner of the district
heating project, all to the extent properly and directly attributable to the opera-
tion of the district heating project. Operating expenses do not include any costs
or expenses for new construction or any allowance for depreciation.

Statutory Authority: MS s 116J.37 subd 7
History: /10 SR 1500

8300.4600 PURPOSE.

Parts 8300.4500 to 8300.5100 are adopted for the purpose of allowing
prompt and proper applications for design and construction loans after compre-
hensive preliminary engineering, economic, and, when applying for a construc-
tion loan, design studies have been completed. Applications to the authority must
be submitted to the commissioner on behalf of the authority. The commissioner
shall review applications to determine the eligibility of the municipality, eligibili-
ty of the district heating project, and application completeness. If the commis-
sioner determines that an application is incomplete, the procedures in parts

8300.2750 and 8300.4300 apply.
Statutory Authority: MS s 116J.37 subd 7
History: 10 SR 1500

8300.4700 CONTENTS OF APPLICATION FOR NEW SYSTEM.
A completed application for a loan for a new system shall contain:
A. The name, address, and telephone number of the responsible official
of the municipality.
B. Complete engineering design of the district heating project, includ-
ing:

(1) an analysis of the proposed piping layout which must address
optimum service to the total designated area; reliability of service; system tem-
peratures and pressure requirements; thermal and hydraulic operability for nor-
mal and emergency conditions; optimum piping configuration to provide service;
and flexibility for future expansion;

(2) an analysis of the proposed piping design which must address
reliability of service; ease of construction; ease of maintenance; installation
methods; specifications and standards; and
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(3) an analysis of the heat source design which must define the
proposed roles of the following heat sources in the development and future
operation of the system: base load heating plant; peaking plants; large boiler
plants in existing buildings; mobile boilers; accumulators; and future heat sources
such as solid waste, solar, and industrial waste heat.

C. A market study of customers who represent 90 percent of the pro-
posed thermal load of the district heating system. This study must show detailed
information on present fuel consumption or heating demand and the present
heating system in each building.

D. A preliminary expansion plan showing how the system could be
expanded to serve other parts of the community.

E. A complete economic analysis, including:

(1) a preliminary financing and development plan for the district
heating system prepared by a financial consultant;

(2) cash flow, income, and balance sheets for the time period of the
loan;

(3) a cost estimate and expenditure schedule for all transmission
and distribution piping, heat source conversion, purchase or rental, operating
and maintenance costs excluding fuel costs, and building heating conversion
costs; and

(4) a statement showing the source of all of the funds to be used by
the applicant for the design or construction of the system, and the amount of
funds from each of those sources.

F. For construction loans, a certification by the municipality that a bid
package for the construction of the project has been completed and is available
to the department if requested.

G. A copy of the standard contract entered into with customers of the
project and a list of customers already under contract, listing the thermal load
of each customer presently under contract and comparing the total of the thermal
load already contracted with the total load of the district heating project.

H. Where applicable, a copy of any contract for the furnishing of heat
and fuel for the district heating project.

I. A resolution in support of the project from the governing body of the
municipality which must include the pledges the municipality proposes to make
to guarantee repayment of the loan and evidence of the municipality’s capability
to sponsor the district heating project.

J. Identification of all licenses, permits, zoning regulations, and other,
requirements of federal, state, or local governments with which the project would
be expected to comply and the present status of compliance with each.

K. A list of key personnel and their qualifications as they relate to the
district heating project.

L. An estimate of the type and amount of fuel to be saved per year from
the full operation of the district heating system compared to the type and amount
of fuel used by the existing system.

M. A copy of a completed environmental impact statement, or a nega-
tive declaration of the need for an environmental impact statement from a
completed environmental assessment worksheet, or in those cases where no
environmental assessment worksheet is required, a statement as to the environ-
mental effects of the project.

Statutory Authority: MS s 116J.37 subd 7
History: /0 SR 1500

8300.4800 CONTENTS OF APPLICATION FOR EXISTING SYSTEM.
A completed application for a loan to an existing system shall contain:
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A. The name, address, and telephone number of the responsible official
of the municipality.

B. Background information on the existing system including ownership;
type and size of heat source; heat source capacity; back-up boilers; customer base
including information on process loads.

C. A complete engineering design of the expansion project including:

(1) an analysis of the proposed piping layout; system temperatures
and pressure requirements; and flexibility for future expansion; and

(2) an analysis of the heat source including the capacity available
and information concerning the back-up heat source.

D. A discussion of proposed customer load including information on
present fuel consumption or heating demand and the present heating system in
each building for new customers.

E. A complete discussion of how the loan is to be secured, the current
outstanding debt of the applicant, and the cash flow for the term of the loan. This
discussion must also contain a cost estimate and expenditure schedule for all
transmission and distribution piping, heat source conversion, purchase or rental,
operating and maintenance costs excluding fuel costs, and building heating
conversion costs.

F. For construction loans, a certification by the municipality that a bid
package for the construction of the pro_;ect has been completed and is available
to the department if requested.

G. A copy of the standard contract entered into with the customers of
the project and a list of customers already under contract and the total load it
represents.

H. A copy of any contract for the furnishing of heat.

I. A copy of any contract for the furnishing of fuel for the district heating
project if this is a waste-to-energy project.

J. A resolution in support of the project from the governing body of the
municipality which must include the pledges the municipality proposes to make
to guarantee repayment of the construction loan and evidence of the municipali-
ty’s capability to sponsor the district heating project.

K. Identification of all licenses, permits, zoning regulations, and other
requirements of federal, state, or local governments with which the district
he_altling phroj ect would be expected to comply and the present status of compliance
with each.

Statutory Authority: MS s 116J.37 subd 7
History: 10 SR 1500

8300.4900 APPLICATION PROCEDURE. .

Subpart 1. Submitting. The applicant shall submit a complete application to
the commissioner by the first business day of a month in order for the authority
to consider it in that month. If an application is received after the first business
day of the month and can be reviewed by the commissioner for eligibility and
financial feasibility prior to the authority agenda deadline, the commissioner
shall submit the application to the authority for consideration and the authority
may consider the application at the meeting in that month.

Subp. 2. Acceptance of applications. Applications will be accepted beginning
on the date parts 8300.4500 to 8300.5100 become effective.

Subp. 3. Number of copies. Ten copies of an application shall be submitted
to the commissioner.

Statutory Authority: MS s 116J.37 subd 7
History: 10 SR 1500
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8300.5000 AUTHORITY EVALUATION PROCEDURE.

Applications approved for processing by the commissioner and those appli-
cations rejected by the commissioner but appealed to the authority under parts
8300.2750, subpart 7 and 8300.4300, subpart 7 must be presented to the authori-
ty for approval or disapproval under the criteria contained in this part. The
authority shall review each application presented to it as it is received according
to the eligibility and priority criteria of Minnesota Statutes, section 116J.36; the
sophistication and reasonableness of the technical approach as detailed in the
application; the experience and qualifications of the applicant as they relate to
the district heating project; the district heating project organization and person-
nel assignment; and the estimated cost of the district heating project. If the
authority approves the application the commissioner shall forward the applica-
tion to the commissioner of finance who may make loans to the municipality. If
the authority disapproves the application, the commissioner shall notify the
applicant in writing.

Statutory Authority: MS s 116J.37 subd 7
History: 10 SR 1500

8300.5100 REPORTS AND MONITORING.

Subpart 1. Quarterly project status report. The municipality shall submit to
the authority, on forms provided by the authority, a quarterly project status
report. This report is due within 30 days of the end of each calendar quarter until
the design or construction of the district heating project is completed. Projects
begun part way through a quarter must submit a quarterly report for the portion
of the quarter during which the project was active. The project status report must
indicate the progress of the implementation of the district heating project funded,
problems encountered, the effect of the problems on the project, and the correc-
tive action taken. If, at any time, the municipality fails to substantially comply
with the start and end dates given in the loan application as approved, and if the
municipality cannot reasonably justify to the authority its lack of progress, the
entire loan amount may become due and payable at the discretion of the authori-
ty.

Subp. 2. Quarterly financial report. The municipality shall submit to the
authority, on forms provided by the authority, a quarterly financial status report
that indicates expenditures of loan funds through the last date of each quarter.
This report is due within 30 days of the end of each calendar quarter until the
design or construction of the district heating project is completed and all expenses
applicable to the loan are paid. Projects begun part way through a quarter must
submit a quarterly report for the portion of the quarter during which the project
was active.

~Subp. 3. Final report. Within 60 days of the completion of the project, the
municipality shall submit to the authority, on forms provided by the authority,
a final financial status report that gives expenditures of the district heating
project. The final financial report shall give actual expenditures for the costs
incurred.

Subp. 4. Failure to comply with provisions of part. If the municipality fails to
comply with any of the provisions of this part, the municipality may, with the
advice and consent of the authority, be declared ineligible for further contracts
with the state under the district heating loan program.

Statutory Authority: MS s 116J.37 subd 7
History: 10 SR 1500
HAZARDOUS WASTE PROCESSING FACILITY LOANS

8300.5200 SCOPE AND AUTHORITY.
Parts 8§300.5200 to 8300.5206 apply to applications for financial assistance
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for hazardous waste processing facilities made to the authority under Minnesota
Statutes, sections 115A.162 and 116M.07, subdivision 9.

Statutory Authority: MS s 414.04 subd 4
History: 11 SR 713

NOTE: This part was originally numbered as 8300.5000. This numbering created a duplication of rules already existing in
Minnesota Rules. See the Notice of Adoption published on October 20, 1986, at 11 State Register, page 713.

8300.5201 DEFINITIONS.

Subpart 1. Scope. For the purposes of parts 8300.5200 to 8300.5206, the
following terms have the meanings given to them.

Subp. 2. Authority. “Authority” means the Minnesota Energy and Economic
Development Authority created in Minnesota Statutes, section 116M.06.

Subp. 3. Board. “Board” means the Waste Management Board established
in Minnesota Statutes, section 115A.04,

Subp. 4. Chairperson. “Chairperson” means the chairperson of the board.

Subp. 5. Commissioner. “Commissioner” means the commissioner of the
Department of Energy and Economic Development.

Subp. 6. Hazardous waste processing facility. “Hazardous waste processing
facility” means any real or personal property to be used for the collection or
processing of hazardous waste as those terms are defined in Minnesota Statutes,
section 115A.03, subdivisions 5, 13, and 25.

Subp. 7. Hazardous waste processing facility loan or loan. “Hazardous waste
processing facility loan” or “loan” has the meaning given to it in Minnesota
Statutes, section 116M.03, subdivision 15.

Subp. 8. Private person. “Private person” means any person, mcludmg
individuals, firms, partnerships, associations, societies, trusts, private corpora-
tions, or natural persons. “Private person” includes the plural or the singular and
does not include a public or governmental body.

Statutory Authority: MS s 414.04 subd 4
History: 11 SR 713

NOTE: This part was originally numbered as 8300.5001. This numbering created a duplication of rules already existing in
Minnesota Rules. See the Notice of Adoption published on October 20, 1986, at 11 State Register, page 713.

8300.5202 ELIGIBLE APPLICANTS FOR THE HAZARDOUS WASTE
PROCESSING FACILITY LOAN PROGRAM.

A private person proposing to develop and operate a hazardous waste
processing facility is eligible to apply to the authority for a loan.
Statutory Authority: MS s 414.04 subd 4

History: 11 SR 713

NOTE: This part was originally numbered as 8300.5002. This numbering created a duplication of rules alrcady existing in
Minnesota Rules. See the Notice of Adoption published on October 20, 1986, at 11 State Register, page 713.

8300.5203 ELIGIBLE PROJECT FOR HAZARDOUS WASTE PROCESS-
ING FACILITY LOAN.

An eligible project must be a hazardous waste processing facility as defined
in part 8300.5201, subpart 6.

Statutory Authority: MS s 414.04 subd 4

History: 11 SR 713

NOTE: This part was originally numbered as 8300.5003. This numbering created a duplication of rules already existing in
Minnesota Rules. See the Notice of Adoption published on October 20, 1986, at 11 State Register, page 713.

8300.5204 PROCEDURES FOR HAZARDOUS WASTE PROCESSING FACIL-
ITY LOAN APPLICATIONS.

Subpart 1. In general. To apply for assistance from the authority, an appli-
cant shall submit an application to the commissioner on a form provided by the
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commissioner. An application must be completed, dated, and signed by an
owner, general partner, or an authorized officer of an applicant. The commission-
er shall follow the procedures under part 8300.3013, subparts 2to 7and 9to 11.

Subp. 2. Contents. Applications must comply with part 8300.3011, subparts
2 and 3.

Also, applications must include information necessary for certification by
the board under Minnesota Statutes, section 115A.162 and information demon-
strating that general casualty and pollution liability insurance is available for the
proposed hazardous waste processing facility and the cost of obtaining the
insurance must be included in all financial data required to be provided under
part 8300.3011, subpart 2, item J.

In addition, the application must contain a certification that the applicant,
the officers and directors of the applicant, any shareholder or partner which has
a five percent or more ownership of the applicant, and the proposed hazardous
waste processing facility, if any, have never been a defendant in any civil or
criminal action or the respondent in any administrative consent decree or assur-
ance relating to the collection or processing of hazardous waste as those terms are
defined in Minnesota Statutes, section 115A.03, subdivisions 5, 13, and 25.

Statutory Authority: MS s 414.04 subd 4
History: 11 SR 713

NOTE: This part was originally numbered as 8300.5004. This.numbering created a duplication of rules already existing in
Minnesota Rules. See the Notice of Adoption pubhished on October 20, 1986, at 11 State Register, page 713.

8300.5205 PROCEDURES FOR APPLICATION PROCESSING.

Subpart 1. In general. Processing of applications must comply with parts
8300.3012 and 8300.3013, subparts 2to 7and 9to 11. =

Subp. 2. Initial review for completeness. When an application is received by
the commissioner, a copy of the application will be sent to the chairperson or a
designee for review. Upon receipt of the notification from the chairperson or a
designee that the application is either complete or incomplete for certification by
the board, the commissioner will follow the procedure under subpart 1.

Subp. 3. Forward application to beard. Upon determination that the applica-
tion is complete it will be forwarded to the board for certification pursuant to
Minnesota Statutes, section 115A.162.

Statutory Authority: MS s 414.04 subd 4
History: 11 SR 713

NOTE: This part was originally numbered as 8300.5005. This numbering created a duplication of rules already existing in
Minnesota Rules. See the Notice of Adoption published on October 20, 1986, at 11 State Register, page 713.

8300.5206 REVIEW AND APPROVAL.

Subpart 1. Certification must be completed. The authority may not approve
an application nor make a loan to an applicant unless the application has been
certified by the board.

Subp. 2. Authority review and approval. If the board has certified an applica-
tion, the authority shall approve the application and make the loan if funds are
available and if the authority finds that the following criteria are satisfied:

A. the applicant is eligible under part 8300.5202;

B. the project is eligible under part 8300.5203;

C. the application is complete and contains all required certifications;

D. the development and operation of the hazardous waste processing
facility as proposed in the application is economically feasible; and that the
hazardous waste processing facility’s feasibility is sufficient to allow the authority
to sell the bonds as required for its financing;

E. upon review of the application, there is a reasonable expectation that
the principal and interest on the loan will be fully repaid;
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F. the hazardous waste processing facility is unlikely to be developed
and operated without a loan from the authority as certified to by the applicant
in the application; and

G. the applicant has complied with parts 8300.5202 to 8300.5206.

Subp. 3. Authority review and disapproval. The authority shall disapprove the
application if it finds that one or more of the criteria set forth in subpart 2 have
not been satisfied.
~ Subp. 4. Additional information and certifications. The following additional
information is required by the authority, if applicable, prior to disbursing finan-
cial assistance:

A. all additional information and certifications required under part
8300.3012, subpart 2; and

B. a certificate of the general casualty insurer and a certificate of the
pollution liability insurer that the insurance is in full force and effect. Prior to
expiration of any insurance policy, the applicant shall furnish the commissioner
with evidence that the policy has been renewed, replaced, or is no longer required.

Statutory Authority: MS s 41A4.04 subd 4
History: 11 SR 713

NOTE: This part was originally numbered as 8300.5006. This numbering created a duplication of rules already existing in
Minnesota Rules. See the Notice of Adoption published on October 20, 1986, at || State Register, page 713.

PILOT COMMUNITY DEVELOPMENT CORPORATIONS

. 8300.5300 DEFINITIONS.

Subpart 1. Scope. As used in parts 8300.5300 to 8300.5350, the following
words and terms shall have the meanings given. _

Subp. 2. Commissioner. “Commissioner” means the commissioner of the
Minnesota Department of Energy and Economic Development, or his designated
representative.

Subp. 2a. Authority. “Authority” means the anesota Energy and Econom-
ic Development Authority.

Subp. 3. Economic development region. “Economic development region”
means any of the geographical areas defined as such by Executive Order number
60 of Governor Wendell Anderson, dated June 12, 1970.

Subp. 4. Federal poverty level. “Federal poverty level” means the income
level established by the United States Office of Economic Opportunity, in Com-
munity Services Administration Instruction 6004-1.

Subp. 5. Lew income. “Low-income” means having an annual income below
the federal poverty level.

Subp. 6. Program. “Program” means the program of funding of pilot commu-
nity development corporation projects pursuant to Laws of Minnesota 1975,
chapter 331, section 3.

Statutory Authority: MS s 15.039 subd 3; 116M.04 subd 5
History: 9 SR 111

8300.5310 PURPOSE.

The purpose of parts 8300.5300 to 8300.5350 is to augment Laws of Minne-
sota 1975, chapter 331, section 3, by establishing criteria for the establlshment
of pilot. community development corporation projects.

Statutory Authority: MS s 116M.04 subd 5

8300.5320 AVAILABILITY OF PROGRAM FUNDS.

Program funds shall be available only to eligible community development
corporations designated as such by the authority.
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-Statutory Authority: MS s 15.039 subd 3; 116M.04 subd 5
History: 9 SR 111

8300.5330 ORGANIZATIONAL CRITERIA FOR COMMUNITY DEVELOP-
MENT CORPORATIONS.

Subpart 1. Eligibility. No corporation shail be designated an eligible commu-
nity development corporation unless it conforms to the following requirements.

Subp. 2. Form of organization. A community development corporation must
be incorporated under the Minnesota Nonprofit Corporations Act, Minnesota
Statutes, chapter 317.

Subp. 3. Designated community. A community development corporation
must identify in its articles of incorporation or its bylaws a defined geographic
area within which it will operate, called its designated community.

A. At least ten percent of the population of the designated community
must have incomes below the existing federal poverty level at the time of
incorporation.

B. No more than one community development corporation shall be
designated within any one out-state economic development region, with the
exception of economic development regions in which a community development
corporation was in existence at the time of promulgation of these rules.

C. Within the metropolitan area, the designated community shall be an
identifiable neighborhood or combination of neighborhoods where designated by
the Metropolitan Council. Elsewhere in region eleven, the designated community
shall be townships, cities, unincorporated areas or combinations thereof.

Subp. 4. Membership. Voting membership in a community development
corporation shall be limited to residents of the corporation’s designated commu-
nity. .

Subp. 5. Board of directors. The articles of incorporation or bylaws of a
community development corporation shall conform to the following require-
ments concerning its board of directors:

A. Size: the board shall be composed of not less than 15 and not more
than 30 directors, unless the corporation can demonstrate to the satisfaction of
the assistant commissioner that the disadvantages of a smaller or larger board will
be overcome.

B. Not less than 60 percent of the directors of a community development
corporation shall be low-income members of the corporation.

C. The remaining directors shall be members of the business, financial,
and general communities who, to the maximum extent possible, shall be residents
of the designated community.

D. Election of directors: The low-income directors shall be elected by
the members of the community development corporation. The remaining direc-
tors shall be eclected either by the members of the corporation or by the low-
income directors. "

Subp. 6. Employees. Nonmanagerial and nonprofessional employees of a
community development corporation shall be hired from among the low-income
residents of the designated community.

Statutory Authority: MS s 116M.04 subd 5

8300.5340 PROJECT GRANTS.

Subpart 1. Program funds. Program funds shall be made available to eligible
community development corporations in the form of project grants, on approval
by the authority of an application therefor. All applications shall be in a form
prescribed by the commissioner. Project grants shall be made only with respect
to projects that will be carried on within the designated community of the
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applicant community development corporation, except where the applicant dem-
onstrates that a project carried on outside the designated community will have
a significant impact within the designated community.

Subp. 2. Types of grants. Grants shall be available for planning and capital
venture projects.

Subp. 3. Planning grants. Planning grants shall be available for:

A. the organizational development of a community development corpo-
ration; '

B. comprehensive economic development planning for the designated
community; and

C. the development of operational funding proposals.

Subp. 4. Capital venture grants. Capital venture grants shall be available for
two categories of projects:

A. Business ventures: projects in-this category involve the community
development corporation’s establishment of, assistance to existing, or purchase
of a partial or full ownership interest in a business venture to be carried on for
profit within the designated community.

B. infrastructure development: projects in this category involve the
community development corporation’s development of resources or facilities
within its designated community that are necessary preconditions to the develop-
ment of business ventures. Such projects shall be approved only where it can be
shown that they will, in fact, lead to 1mmed1ate business development and
employment opportunities.

Subp. 5. Priorities for approval of project applications. Project applications
that present the greatest potential for achievement of the following goals shall
receive priority in the distribution of program funds:

A. creation of employment opportunities;

B. maximization of profits;

C. short-term economic impact on the designated community; and

D. use of nonstate funds to complement program funds.

Subp. 6. Restrictions on use of program funds. No part of a project funded
by program funds shall be conducted by a religious or church-related institution.
Projects must be entirely secular in content and purpose.

No program funds shall be expended for the cost of meals for employees or
officers of community development corporations or authorized business ven-
tures.

No program funds shall be expended for the cost of securing or developing
social services.

Statutory Authority: ALS s 15.039 subd 3, 116M.04 subd 5
History: 9 SR 111

8300.5350 NO DISCRIMINATION.

No person shall, on the grounds of race, color, religion, sex, age, or national
origin, be excluded from participation in, be denied the proceeds of, or be the
subject of discrimination in a project approved and funded under the program.
In all hiring or employment made possible by or resulting from a grant action,
each employer will not discriminate against any employee or applicant for
employment because of race, color, religion, sex, age, or national origin, and will
take affirmative action to ensure that applicants are employed and that employees
are treated during employment without regard to their race, color, religion, sex,
age, or national origin.

Statutory Authority: MS s 116M.04 subd 5
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RULES GOVERNING UNIFORM BUSINESS LICENSING

8300.5400 DEFINITIONS.

Subpart 1. Scope. For the purposes of parts 8300.5400 to 8300.5420, the
terms defined in this part have the meanings given them. :

Subp. 2. Agency. “Agency” has the meaning given it in Minnesota Statutes,
section 14.02, subdivision 2,

Subp. 3. Director. “Director” has the meaning given it in Minnesota Statutes,
section 116J.74, subdivision 6.

Subp. 4. Initial response period. “Initial response period” means the 60-day
time limit imposed by Minnesota Statutes, section 116J.79, subdivision 3 on an
agency for the rendering of a written review and opinion.

Subp. 5. License. “License” has the meaning given “business license”
Minnesota Statutes, section 116J.70, subdivision 2. _

Subp. 6. Person. “Person” has the meaning given it in- Minnesota Statutes,
section 116J.74, subdivision 8.

Subp. 7. Written review and opinion. “Written review and opinion” means
a written statement by an agency that incorporates the information required by
Minnesota Statutes, section 116J.79, subdivision 2 relating to a proposed busi-
ness activity.

. Statutory Authority: MS s 116J.79 subd 5

8300.5410 PREAPPLICATION CONFERENCE.

Subpart 1. Request. Any person may request a preapplication conference by
submitting to the bureau of business licenses a formal request in the format
prescribed by the bureau.

Subp. 2. Approval and notice. If the director determines, after consideration
of a formal request, that a preapplication conference is warranted, he shall secure
the participation of the interested agencies and notify the person in writing of the
date, time, and place of the conference.

The director will consider the following factors in making his determination
as to whether a preapplication conference is warranted:

A. the dollar volume of the proposed activity;
B. whether the proposed activity involves multiple licenses from agen-

- cies; and

C. whether the proposed activity involves business or corporate struc-
tures, activities, technologies, products, or processes that are different from, or
reasonably appear to be different from, those for which a hcense has been
required in the past.

Subp. 3. Supervision. The director or his de51gnated representative shall
preside over the preapplication conference to ensure that it achieves the purposes
set forth in Minnesota Statutes, section 116J.79, subdivision 1. '

Subp. 4. Effect upon participants. A preapplication conference is not binding
upon any of the participants.

Statutory Authority: MS s 116J.79 subd 5 ‘A

8300.5420 WRITTEN REVIEW AND OPINION.

Subpart 1. Authoerization. If during a preapplication conference the director
determines that a proposed business activity meets the criteria set forth in
Minnesota Statutes, section 116J.79, subdivision 2, he shall request each affected
agency to provide the person with a written review and opinion as to every license
the agency requires for the proposed business activity. :

Subp. 2. Request. The director’s request for a written review and opinion
shall be submitted in writing to the agency. The request shall specify the date on
which the agency’s initial response period begins.

Copyright © 1987 by the Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA RULES 1987

8300.5420 FINANCIAL ASSISTANCE 7834

Subp. 3. Extensions. A request for an extension of the initial response period
shall be set forth in writing by the agency and include the specific reasons
justifying the extension. )

-If the agency does not receive written notice from the director denying the
extension within ten days of submission of its request, the extension is granted
and is effective for an additional 60-day period.

The director shall provide the person with written notice of his approval of
the extension, its duration, and the reasons the extension was approved.

Subp. 4. Modification or amendment. An agency may modify or amend a
written review and opinion by notifying the person and the director in writing
of its intent to do so. The notice shall include a statement setting forth the reasons
for the modification or amendment.

The modification or amendment shall be provided to the person and director
within 30 days of transmittal of the agency’s notification of modification or
amendment.

Statutory Authority: MS s 116J.79 subd 5
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