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TO: Regent David McMillan, Chair - Facilities, Planning, and Operations Committee 
FROM: Pamela Wheelock, Vice President for University Services 
DATE: November 6, 2015 
RE: Update on Combined Heat and Power Plant (CHPP) 
 
 
You and members of the Facilities, Planning, and Operations Committee have asked for an update on the 
Combined Heat and Power Plant (CHPP) project, and it is an informational item on the December agenda.  
This memo serves to provide a project update, and will be added to the docket materials for the upcoming 
meeting.   
 
Project Profile 
 
The CHPP was developed in response to a projected shortage of reliable steam demand to the 
Minneapolis campus.  The CHPP meets this current and projected demand through 2028 in the renovated 
Old Main facility.  The project includes removing the equipment formerly used in the Old Main facility, 
renovating the facility, and adding a 25 MW Combustion Turbine Generator (CTG) with Heat Recovery 
Steam Generator (HRSG).   
 
The CHPP solution has the added benefits of lowering utility operating costs (estimated at $160-170 
million over 30 years) and reducing the campus carbon footprint by 10-12%.  The project also addresses 
past building deficiencies in Old Main (decommissioned in 2000 when the Southeast Plant opened but not 
remediated), surrounding site conditions including demolition and clean-up of the former Incinerator 
Building, rebuilding the utility road for safety and effective service, and replacing and expanding a 
retaining wall.  The project also is an investment in future utility needs, providing dedicated space for a 
chilled water cluster-plant to serve the East Bank and a package boiler for steam capacity needs on the 
Minneapolis campus. 
 
Last Board Action 
 
In October of 2014, the Board of Regents approved a Capital Budget Amendment increasing the approved 
budget for CHPP by $17.1 million to $112.9 million to address cost increases due to site/project 
conditions, schedule challenges, and construction market inflation.  In addition, the Board reviewed the 
potential need for an estimated additional $5.9 million to make electrical distribution investments 
necessary to reliably distribute power generated from CHPP to the Minneapolis campus.  At the time, 
final plans for the electrical distribution changes were not known, but staff indicated that either unused 
project contingency funds would be used and/or other funds would be identified – perhaps requiring 
Regent review and approval in a future Annual Capital Budget process.  
 
CHPP Current Status:  Scope, Schedule, and Budget 
 
Scope (as outlined in the project profile above) has remained consistent since October 2014.  The project 
is on track to deliver the full scope reviewed with the Board.   
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Schedule has remained consistent since October 2014.  The project is on track to be substantially 
complete by October 2016 and fully operational by December 2016.  All building demolition and clean 
up has been completed.  Major equipment (turbine and boiler) has been fabricated and delivered into the 
building.  Next phase is the installation of a substantial amount of wiring, piping, and control systems 
necessary to operate the CHPP.  This phase will be challenging given the number of individuals needing 
to work in a contained space simultaneously or in close sequence.   
 
Budget is on track with appropriate contingencies still in place.  There is no change in expectations about 
project budget, though risk remains given the complexity of the work remaining. 
 
Electrical Distribution Status 
 
Scope has been defined as the upgrades required to our existing electrical distribution system to reliably 
distribute the electricity produced in the CHPP.  The improvements consist of three major components.   

1. Cable connections from the CHPP to the 4th Street and Fulton Street Electrical Switch-
Stations. 

2. Instrumentation, control systems and switch-gear upgrades within the switch stations to 
distribute the power received from CHPP to campus.   

3. Duct bank and cable connections to Xcel’s Gopher Sub-Station to provide standby power 
capacity for the campus. 

 
Schedule.   These projects are proceeding on schedule to distribute power from the CHPP next year. 
Further analysis has been done on what investments are necessary solely to ensure the operations of the 
CHPP versus other needed or desirable campus utility investments.    In particular, the duct bank to Xcel’s 
Gopher Sub-Station was completed this past summer and is ready for cabling.  The miles of copper cable 
will be pulled through duct banks beginning November 2015 through May 2016.  The cable and switch-
gear upgrades within the stations will be also be completed this winter 2015/spring 2016 and be ready for 
operation in the summer of 2016.   
 
Budget.  The plan is to fund these projects through unused CHPP contingency funds.  If contingency 
funds are released from the project, any electrical distribution expenses that have been incurred will be 
moved into the CHPP project.  In the interim, works is being funded with approved Electric Utility 
Distribution funds available through Regent approved annual capital budgets and funded through campus 
utility rates.  This allows the work to proceed and have the investments ready when needed to receive 
power generated from the CHPP.   
 
Current estimates for the electrical distribution remain within the $5.9 million estimate.  The availability 
of contingency is evaluated when project milestones are reached, and the first indication of that 
availability is scheduled for the summer of 2016.   
 
Thank you for your continued interest in this project. 
 
cc:   Brian Steeves 
 President Eric Kaler 
 Mike Berthelsen 
 Suzanne Smith 
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PURCHASE	OF	600	25TH	AVENUE	SE	and	649	26TH	AVENUE	SE,	MINNEAPOLIS	
(TWIN	CITIES	CAMPUS)	

	

In	June	2015,	the	Board	of	Regents	approved	a	bargain	sale/partial	donation	purchase	transaction	for	the	
property	 at	 600	 25th	 Avenue	 SE	 and	 649	 26th	 Avenue	 SE,	Minneapolis	 (aka	 Electrical	 Steel	 Elevator	
property	and	Riverland	Ag,	WhiteBox	site).		The	property	consists	of	4.79	acres	and	structures	thereon	
(see	 attached	map).	 	 The	 purchase	 transaction	 the	 Board	 approved	 included	 a	 cash	 payment	 by	 the	
University	in	the	amount	of	$1,450,000,	University	reimbursement	of	seller’s	cost	to	demolish	the	steel	
elevators	and	other	structures	then	estimated	at	$578,000,	and	a	donation	by	the	seller	to	the	University	
of	the	remaining	value	of	the	property	the	seller	estimated	at	$1,050,000.		

The	 seller	was	unable	 to	obtain	a	permit	 to	demolish	 the	 structures	on	 the	property	 from	 the	City	of	
Minneapolis	because	the	property	had	been	identified	on	previous	reports	and	surveys	of	properties	in	
Minneapolis	 with	 potential	 historical	 significance,	 even	 though	 the	 seller	 determined	 the	 site	 was	
economically	 obsolete,	 the	 seller	 was	 unable	 to	 identify	 an	 alternative	 re-use	 of	 the	 site	 that	 was	
financially	viable,	and	the	site	“as	is”	is	dangerous	and	difficult	and	costly	to	secure.		The	City	indicated	
that	a	historical	study	was	required.	

The	University	 elected	 to	 restructure	 the	purchase	 transaction	 and	proceed	with	 the	purchase	of	 the	
property.		In	the	restructured	transaction,	the	cash	payment	to	the	seller	remained	$1,450,000,	but	the	
property	was	purchased	“as	is.”	At	the	closing,	which	was	completed	on	November	17,	2015,	the	seller’s	
demolition-related	 contracts	with	 Hess	 Roise	 and	 Company	 (Historical	 Consultant),	 Oliver	 Real	 Estate	
Services	 (Demolition	 Consultant),	 and	 Veit	 Company	 (Demolition	 Contractor)	 were	 assigned	 to	 the	
University.	

The	University	will	be	completing	the	historical	study	of	the	property	and	then,	in	accordance	with	and	
sensitive	to	the	findings	in	the	historical	study,	proceed	with	appropriate	reuse	for	University	purposes.		
However,	due	 to	 the	expected	reduction	 in	 the	price	 for	 recycled	steel,	 the	demolition	project	 is	now	
estimated	 at	 $900,000.	 	 Capital	 Planning	 and	 Project	 Management	 (CPPM)	 will	 be	 managing	 these	
projects.		

In	 the	 interim,	 Facilities	Management,	 in	 conjunction	 with	 the	 University	 Police	 Department,	 will	 be	
implementing	additional	measures	to	further	secure	the	site	until	demolition	can	be	completed.		
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