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It is our pleasure to present the Minnesota Municipal Power Agency’s
(MMPA) 2011 Annual Report and share with you the many successes
and recognitions from this past year.
Oak Glen Wind Farm was the Agency’s most important achievement in 2011. The facility
entered commercial operation on October 31, 2011—two months ahead of schedule and 10%
under budget—and is the largest municipally-owned wind project in the state of Minnesota.
In early 2012, the project’s success continued when Oak Glen Wind Farm, LLC, an MMPA subsidiary, received a $25.4 million stimulus grant under Section 1603 of the American Recovery
and Reinvestment Act (ARRA). This grant directly reduced the cost of providing renewable
energy to our member communities as required by Minnesota’s renewable energy standard.
The Agency also received the Department of Energy’s 2012 Public Power Wind Award in the
Joint Action Agency category. The award recognized MMPA’s Hometown WindPower program
and Oak Glen Wind Farm project for their leadership, innovation, project creativity, and
Walter T. Wysopal
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benefits to customers.
The highly efficient Faribault Energy Park continues to be the centerpiece of our generation
portfolio. MMPA won a Best Practices Award from Combined Cycle Journal for the design
of the plant’s new reverse osmosis water treatment system. This award demonstrates the
innovation that has made the Agency successful throughout its history.
In addition to these successes and recognitions, we continued to achieve MMPA’s mission of
providing reliable, competitively priced energy to our members. Our 2011 rates were once

Derick O. Dahlen

again below other utilities against which we benchmark ourselves.

Executive Manager,
MMPA

MMPA and Avant Energy, the Agency’s management partner, continue to plan for the future

President and CEO,
Avant Energy, Inc.

with the goal of providing stable rates to members. Strategic long-term planning is critical
to MMPA’s success. With the significant financial, political, and regulatory uncertainties that
exist in the complex and dynamic utility industry, MMPA also has a rate stabilization fund
with a 2011 year-end balance of $11.5 million to help ensure that the Agency’s rates remain
competitive into the future.
On behalf of the Agency, we are pleased with our many achievements this past year and are
committed to the continued success of MMPA.
Sincerely,

Walter T. Wysopal

Derick O. Dahlen

Chairman, MMPA Board of Directors

Executive Manager, MMPA
President and CEO, Avant Energy, Inc.

Who We Are

Together, our members provide electricity to
nearly 60,000 households and businesses.
Our Mission

Our Members

The Minnesota Municipal Power Agency (MMPA)
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Who We Are

Our Management

Highlights of Our History

MMPA is managed by Avant Energy, Inc.,
an energy management company based in
Minneapolis, Minnesota. Avant performed the
consulting studies that led to the creation of
MMPA in the early 1990s and has provided a

1992
MMPA Founded as Political Subdivision
of the State of Minnesota

its formation in 1992, including strategic man-

1995

agement, day-to-day operations, power plant

Began Supplying Power to Its 8 Members:

wide range of services to the Agency since

development, energy trading, accounting and
finance, and regulatory compliance.

Avant’s expertise in
power supply planning
and development
of power plants is
important to MMPA’s
long-term success.

Anoka
Arlington
Brownton
Chaska

Le Sueur
North St. Paul
Olivia
Winthrop

2001
Minnesota River Station Completed

2004
East Grand Forks & Shakopee Join MMPA

2005

Avant
Management

First Phase of Faribault Energy Park
Completed & Buffalo Joins MMPA
Derick O. Dahlen

Joseph V. Fulliero

President and CEO

Vice President,
Operations

2007
Faribault Energy Park Grand Opening
(2nd Phase Complete)

201 1
Harold G. Little

Oncu H. Er

David W. Niles

Vice President,
Finance

Vice President,
Planning

Controller and Manager,
Financial Planning &
Analysis

Oak Glen Wind Farm Completed
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Financial Highlights

MMPA is committed to providing our
11 member communities with reliable,
competitively priced energy.
Member Rates
Average MMPA Rate to Members
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Financial Highlights

Debt Service Coverage

Strong Cash Position

The Agency’s debt service coverage ratio for

MMPA’s cash position continued to be strong

2011 was 1.18. This is in excess of the coverage

throughout 2011, with the Agency ending the

ratio of 1.15 that is required by MMPA’s bond

year with nearly $22 million of unrestricted

indenture. The Agency adopts a budget each

cash and cash equivalents. This represents

year that sets rates expected to provide a

an increase in unrestricted cash of more than

coverage ratio above the required amount.

$6 million during the year. The Agency’s cash

This financially conservative approach gives

balance at the end of 2011 represented more

the Agency the ability to encounter unexpected

than two months of operating expenses and

events without necessarily having to increase

interest expense.

rates to its members.
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Financial Highlights & Business Environment

Rate Stabilization Fund

Business Environment

MMPA maintains a rate stabilization fund with

The electric utility industry faces a high

the goal of avoiding volatile price changes to

level of uncertainty. This uncertainty relates

members. The Agency sets rates to members

to commodity prices, electricity demand,

based on long-term energy price expectations.

environmental regulation, transmission

The Agency budgets an annual contribution to the

planning, and renewable energy requirements,

rate stabilization fund and makes additional contri-

among other factors. In this challenging

butions to the fund as financial results permit.

business environment, the Agency uses a

Forward-Looking Energy
Adjustment Clause

of resource alternatives to give MMPA the

MMPA’s rates to members include an energy

Debt Service Coverage Ratio

adjustment clause (EAC). At the beginning of
1.25month, the Agency projects energy costs
each
1.25

for the month and sets rates based on those
1.20

expectations. Having a forward-looking EAC
1.19

1.18
helps
1.15 MMPA maintain liquidity and a strong

financial position by keeping revenues and
1.10
expenses
balanced without a time lag. This

EAC amount is communicated to members
1.05

planning approach of developing a number
ability to respond quickly as conditions change.
MMPA maintains a portfolio of resources to
provide electricity to its members. The portfolio
includes a mix of owned and contracted
generation that uses wind, natural gas, water,
oil and coal to generate electricity. These
resources are all interconnected with the
regional transmission system and participate
in the Midwest Independent Transmission
System Operator (MISO) markets.

at the beginning of each month to serve as

The Agency also engages in hedging activities

a price
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to reduce rate volatility to members. MMPA
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part of its risk management approach.

Electricity Supply

Framework
& Philosophy
Conventional
Resources
FARIBAULT ENERGY PARK
MINNESOTA RIVER STATION
MANITOBA HYDRO
SILVER LAKE PLANT

MMPA’s power supply planning
includes conventional and renewable
portfolios. The Agency examines its
projected needs and has developed
portfolios of existing resources and
resource options.
MMPA employs a total cost framework when
examining electricity supply alternatives for
the future. This framework involves looking at
both the fixed and variable costs of a resource,

Renewable
Resources

as well as the amount of time a given resource
is expected to run on an annual basis. This
planning framework has been used in both of
MMPA’s Integrated Resource Plans submitted

OAK GLEN WIND FARM

to and approved by the Minnesota Public
Utilities Commission.

HOMETOWN WINDPOWER
RENEWABLE ENERGY CREDITS
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Electricity Supply

Conventional Resources
MMPA has developed a balanced portfolio of resources to meet its
conventional power supply needs. These resources include:
FEP won a 2012 best practices award
from Combined Cycle Journal for
the innovative design of a new
reverse osmosis water system.

Minnesota River Station (MRS)
The Minnesota River Station provides peaking
power for the Agency. The plant is located in
and owned by the MMPA member community
of Chaska, Minnesota. MRS is a 49 MW simple

Faribault Energy Park (FEP)
The flagship of MMPA’s resource portfolio,
Faribault Energy Park is a 300 Megawatt (MW)

2001. The Agency has a long-term contract with
the City of Chaska for all of the output of MRS.

dual fuel combined cycle power plant located

Manitoba Hydro

in Faribault, Minnesota. The plant runs primarily

MMPA had a contract with the Manitoba Hydro-

on natural gas but uses fuel oil as a backup

Electric Board (Manitoba Hydro) for 30 MW of

fuel source. FEP was completed in two phases,

on-peak capacity and energy from Manitoba

with simple cycle operation commencing

Hydro’s system resources. This agreement has

in 2005 and combined cycle operation

been a resource for the Agency since 2000

beginning in 2007.

and expired on April 30, 2012.

FEP is integrated into the community by provid-

Silver Lake Plant

ing education, recreation and aesthetic beauty.

MMPA also has a contract for 25 MW of Rochester

Students and residents are welcome to tour the

Public Utilities’ (RPU’s) coal-fired Silver Lake

facility and are able to view the control room

Plant. This contract began in 1995 and expires

and the steam turbine from the observation

in 2015. The Agency also has a contract to

room. Visitors are able to use the facility’s 35

market the entire output of this plant, located

acres of park-like wetlands as a recreation area,

in downtown Rochester, to MISO.

view the educational displays and even drop a
fishing line into one of the ponds.
8

cycle dual fuel plant that entered service in
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Electricity Supply

Future Conventional
Resource Alternatives
With member demand increasing and two power supply contracts
expiring over the next several years, MMPA is investigating several
conventional resource alternatives. The Agency’s focus is on efficient
projects that help MMPA manage its risks related to energy pricing,
transmission, and environmental regulation. Resource alternatives
under consideration by the Agency include:
Distributed Generation

Natural Gas Facility

MMPA is investigating locating distributed

MMPA is also investigating a new natural

generation in member communities. Smaller

gas facility as a future conventional resource

generating resources located close to the

alternative. The Agency expects natural gas to

Agency’s load can reduce transmission

remain a competitive fuel for electric generation

planning uncertainties and costs as well as

for both short- and medium-term planning.

energy price basis risk.

Upgrades to Existing Resources
The Agency is also considering upgrades to its
existing resources, particularly Faribault Energy
Park. MMPA may have opportunities to expand
the output of FEP. An expansion would provide
additional capacity for the Agency using its
existing transmission interconnection with less
complex permitting requirements than a new
facility would likely require.

Faribault Energy Park,
Faribault, Minnesota.
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Electricity Supply

Renewable Resources
MMPA is engaged in a balanced approach of both building renewable facilities and purchasing Renewable Energy Credits (RECs) to
meet the Agency’s renewable energy requirements now and into the
future. MMPA’s current renewable resources include:

Oak Glen Wind Farm

Community Asset The OGWF project has

The Oak Glen Wind Farm (OGWF) is a 44 MW

developed relationships with project landowners

wind project located near Blooming Prairie,

and the host county (Steele County) during

Minnesota. The project began commercial

development, construction, and operations.

operation in October 2011, two months ahead

MMPA seeks to be a good neighbor and to

of schedule and approximately 10 percent

continue to provide a community asset to

under budget.

Blooming Prairie. In the fall of 2012, MMPA will

Innovative Financing Through the use of an
innovative financing structure, Oak Glen Wind
Farm was able to receive a $25.4 million grant
under the American Recovery and Reinvestment Act (ARRA).

10
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provide a wind education display structure
to Blooming Prairie in support of energy
education in our project host community.

Electricity Supply

MMPA is committed
to sustainable energy.
Nearly 11% of MMPA’s
current energy supply
is from sustainable
resources.

Renewable Energy Credits
MMPA balances its physical renewable assets
with purchases of Renewable Energy Credits
(RECs) from many suppliers representing a
variety of generating technologies. These REC

Hometown WindPower
In 2010, MMPA placed a 160 kW wind turbine in
each member community and at its Faribault

purchases help the Agency maintain flexibility
in meeting MMPA’s renewable energy requirements for each year.

Energy Park facility. This innovative Hometown

Public Power Wind Award

WindPower program made MMPA the first

MMPA was awarded the 2012 Public Power

municipal power agency in the country to have

Wind Award by the Department of Energy. This

a wind turbine in each member community.

award recognized the Agency’s leadership,

These turbines are a resource to help commu-

innovation, project creativity, and benefits to

nity members learn about the benefits and

customers for its wind portfolio of Oak Glen

operating characteristics of wind power.

Wind Farm and Hometown WindPower.

MMPA’s Hometown
WindPower turbine,
Buffalo, Minnesota.
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Electricity Supply

Future Renewable
Resource Alternatives
MMPA’s renewable energy requirements will increase as the State
of Minnesota’s Renewable Energy Standard increases in 2016, 2020,
and 2025. As a result, the Agency will need to add more renewable
resources to its portfolio. MMPA’s approach for renewable resources is
to maintain planning flexibility and resource diversity. Projects under
development include:
Hometown BioEnergy

Shell Rock Wind Farm

MMPA is developing an 8 MW bioenergy project

MMPA is also developing the Shell Rock Wind

to be located in Le Sueur, Minnesota—

Farm, a 44 MW wind project that would be

an MMPA member community. This project

located near Albert Lea, Minnesota. The project

would use anaerobic digestion technology to

would be similar to the Oak Glen Wind Farm.

produce biogas from agricultural wastes. The

The Agency received a site permit for the

biogas would then be burned in reciprocating

project from the Minnesota Public Utilities

engines. In addition to providing dispatchable

Commission in December 2011. Shell Rock is

on-peak renewable energy, this project would

projected to produce approximately 165,000

enhance local reliability by placing generation

MWh of renewable wind power annually.

at the Agency’s load. The Hometown BioEnergy
project completed its environmental review in
April 2012, and received its state environmental
permits in May from the Minnesota Pollution
Control Agency.

12
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Hometown BioEnergy,
Le Sueur, Minnesota.
Section Elevation Rendering

Transmission & Conservation

Transmission
Transmission is an important component of any

Transmission planning is particularly important

utility’s planning and structure. MMPA currently

as transmission costs have risen substantially

purchases transmission service from Xcel Energy

over the past several years. In fact, transmission

and the Midwest Independent Transmission

costs for the Agency were 77% higher in 2011

System Operator. Beginning in 2016, all of

than they were in 2006. As a result, MMPA is in

MMPA’s transmission purchases are expected

the process of exploring transmission owner-

to be from MISO.

ship as a hedge against future transmission
cost increases.

Conservation
Conservation can help a utility defer additional

The Agency also expanded its conservation pro-

power purchases or investment in new gener-

grams geared towards low-income customers.

ating assets. MMPA is pursuing conservation

MMPA received a $3.4 million grant from

measures such as investments in energy
efficiency and demand side management.

the Department of Energy for its Hometown
GeoPower program. Building owners who

MMPA’s 2010 conservation program (the

participate in this trial program can lock in a

most recent year for which data is available)

significant portion of their long-term heating

achieved kWh savings of 1.3% of average retail

and cooling cost.

sales. Through lighting retrofits, appliance

With MMPA providing electricity to power the

rebates, energy audits, and other programs,
MMPA’s conservation offerings put money back
into member communities and help support
economic development. In its letter congratulating MMPA on its 2010 conservation results,
the Minnesota Department of Commerce noted
that MMPA “has developed a broad array of
programs for its members.”
In 2011, MMPA expanded its conservation offerings while continuing to identify programs that
achieve more energy savings per dollar spent.

heat pumps from renewable resources, the
program allows the Agency to offer heating
and cooling to customers powered entirely by
sustainable technologies at competitive costs.
The Hometown GeoPower program provides
member communities with an economic development tool that also supports members’ low
income customers.
We are currently completing building studies
and expect construction to be complete by
August 2013.
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Minnesota Municipal Power Agency

Balance Sheets
		

December 31

December 31

Current assets:
Cash and cash equivalents
$ 21,949,935
Restricted cash and cash equivalents		5,345,034
Grant receivable		65,887
Accrued interest receivable		211,991
Power sales receivables		7,912,709
Fuel inventory		378,978
Plant inventory—spares		952,225
Prepaid expenses		628,290
Deferred outflows of resources		475,300

15,336,945
3,933,537
64,169
201,163
7,564,613
390,395
775,858
991,202
56,410

			

29,314,292

Assets

2011

Total current assets		37,920,349

2010

Noncurrent assets:
Capital assets:
		Equipment		649,670
		Land
		822,655
		Electric plant		285,307,557
		
Rotable combustion turbine parts		6,063,531
		
Less accumulated depreciation		(33,146,590)

1,192,910
785,585
194,519,060
6,063,531
(26,282,389)

			
Property and equipment, net		259,696,823
		
Construction in progress		7,699,559

176,278,697
55,265,930

			

Total capital assets, net		267,396,382

231,544,627

Restricted cash and cash equivalents		17,253,810
Restricted investments		20,518,277
Investment in component unit		1,000
Prepaid expenses		653,359
Deferred costs:
		
Future recoverable costs		14,994,581
		
Unamortized debt issuance costs		1,210,981

62,926,023
13,268,345
1,000
684,064

			
Total deferred costs		16,205,562
Deferred outflows of resources		—

13,130,496
215,110

11,829,658
1,300,838

Total noncurrent assets		322,028,390

321,769,665

$ 359,948,739

351,083,957

Liabilities:
Current liabilities:
		
Accounts payable and accrued liabilities
$ 14,825,920
		Retainage payable		1,775,477
		
Accrued interest payable		3,560,496
		
Long-term debt due within one year		6,118,333
		Derivative instruments—futures		475,300

14,774,958
—
2,702,655
4,213,333
56,410

			

Total current liabilities		26,755,526

21,747,356

Long-term debt, net		291,743,748
Deferred revenue—rate stabilization		11,500,000
Derivative instruments—futures
—

298,167,403
5,000,000
215,110

			

			 Total assets

Net Assets and Liabilities

Total noncurrent liabilities		303,243,748

303,382,513

			 Total liabilities		329,999,274

325,129,869

Net assets:
Invested in capital assets, net of related debt		6,618,366
Restricted for debt service		6,695,254
Unrestricted		16,635,845

6,031,347
3,922,647
16,000,094
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Total net assets		29,949,465

25,954,088

			

Total liabilities and net assets

$ 359,948,739

351,083,957
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Minnesota Municipal Power Agency

Statements of Revenues, Expenses,
and Changes in Net Assets
		
		

Year ended
December 31

		

2011

Operating revenues:
Power sales		

Year ended
December 31

2010

$ 97,094,061

87,632,693

Total operating revenues		97,094,061

87,632,693

Operating expenses:
Production fuel		10,181,080
Power purchases		46,525,166
Transmission		8,563,612
Other operating expenses		14,444,617
Depreciation		7,407,441

13,525,757
37,307,996
5,622,621
14,786,577
6,798,311

Total operating expenses		 87,121,916

78,041,262

			 Operating income		9,972,145

9,591,431

Nonoperating revenues (expenses):			
Amortization of premium and issuance			
		
costs on long-term debt, net		197,640
Interest expense		(10,660,618)
Investment income		889,738
Loss on disposition of property
(148,590)
Equity contributions from primary government
—
Grant Revenue
580,138

87,977
(9,444,940)
636,998
—
1,000
245,723

			

Total nonoperating expenses, net		(9,141,692)

(8,473,242)

			
Change in net assets before
				
future recoverable costs		830,453
Future recoverable costs		3,164,924

1,118,189
3,065,484

			
Change in net assets		3,995,377
Total net assets, beginning of year		 25,954,088

4,183,673
21,770,415

$ 29,949,465

25,954,088

			

			

Total net assets, end of year

Visit www.mmpa.org to see complete audited
financial statements and learn more about MMPA.
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MMPA Board of Directors

Anoka

Le Sueur

Steve Schmidt

Tom Tellijohn

for setting policy, for approving

Councilman

Councilman

investments in new plants, and

Ed Evans*

Greg Drent*

Utility Advisory
Board Member

Electric Director

MMPA is governed by a Board of
Directors. The Board is responsible

MMPA
Executive Board

for overseeing management.
Each MMPA member has a
representative on MMPA’s Board

Arlington

and an alternate representative.

Matthew Jaunich
Walter Wysopal

Members benefit
from MMPA’s
collective strength
in producing,
buying and selling
electrical power.

Chairman

Matt Podhradsky
Vice Chairman

Dan Boyce
Secretary

City Administrator

Lisa Tesch*
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City Manager

Brian Frandle*
Director of
Electric Utilities

Brownton

Olivia

Curtis Carrigan

Dan Coughlin

Mayor

City Administrator

Cindy Lindeman*

Suzanne Hilgert*

City Clerk/Treasurer

Mayor

Buffalo

Shakopee

Merton Auger

John Crooks

City Administrator

Utilities Manager

Joseph Steffel*

Bryan McGowan*

Utilities Director

Utilities Commissioner

Chaska

Winthrop

Matt Podhradsky

Peter Machaiek

City Administrator

Alderman

Dan Geiger*

Mark Erickson*

Electrical Director

City Administrator

East Grand Forks

* Alternate

General Manager

Treasurer

Walter Wysopal

Deputy Clerk

Dan Boyce

John Crooks

North St. Paul

Scott Gravseth*
Electric Utility Manager

The Minnesota Municipal
Power Agency supplies the
electricity needs of its eleven
Minnesota members.

East Grand Forks

the power

of your hometown
Buffalo

Brownton

Anoka
Winthrop

Shakopee

Olivia
North St. Paul

Chaska
Arlington
Le Sueur

125,000
59,648

MMPA Member City Population
(2010, U.S. Census)

Total Retail Customers Served
(2011)

Minnesota Municipal Power Agency
200 South Sixth Street, Suite 300
Minneapolis, MN 55402

612.349.6868
www.mmpa.org

