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Agency ProfileContents

Founded in 1976, the Northern Municipal Power Agency (NMPA) is the energy 
supplier for 12 municipal utilities in eastern North Dakota and northwestern 
Minnesota. Each of the participants has a representative on the NMPA board of 
directors.

The Agency owns a 30 percent share of the 427,000-kilowatt Coyote Station 
and the related transmission facilities located near Beulah in western North 
Dakota. The NMPA also owns a load-ratio share (approximately 15 percent) of 
the Minnkota Power Cooperative, Inc. transmission system. Minnkota of Grand 
Forks, N.D., is the operating agent for the NMPA and purchases capacity and 
energy from the Coyote Station not required by the NMPA members.

The NMPA headquarters is located in Thief River Falls, Minn.

 1. Bagley Public Utilities
 P.O. Box M, Bagley, MN 56621
 2. Baudette Municipal Utilities
 P.O. Box 548, Baudette, MN 56623
 3. Fosston Municipal Utilities
 220 East First St., Fosston, MN 56542
 4. Grafton Municipal Utilities
 P.O. Box 578, Grafton, ND 58237
 5. Halstad Municipal Utilities
 405 Second Ave. West, Halstad, MN 56548
 6. Hawley Public Utilities
 P.O. Box 69, Hawley, MN 56549

 7. Park River Municipal Utilities
 P.O. Box C, Park River, ND 58270
 8. Roseau Municipal Utilities
 P.O. Box 307, Roseau, MN 56751
 9. City of Stephen Utilities
 P.O. Box 630, Stephen, MN 56757
10. Thief River Falls Municipal Utilities
 P.O. Box 528, Thief River Falls, MN 56701
11. City of Warren Water and Light
 120 East Bridge Ave., Warren, MN 56762
12. Warroad Municipal Utilities
 P.O. Box 50, Warroad, MN 56763
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Darryl Tveitbakk, General Manager Tom Larson, President

President’s and General Manager’s Report

W
hat’s ahead for the NMPA 
is a continued com-
mitment to provide our 
participants with reliable, 
stable and competitively 

priced wholesale electric power. We have 
titled this annual report, “Generating for 
Generations.” We have kept this commit-
ment for more than 36 years since our 
founding in 1976. We expect to keep it for 
many years to come.

There were several projects and im-
provements to our main source of power, 
the Coyote Station, in 2012 due to it being 
a scheduled overhaul year. A number of 
major projects were accomplished during 
this scheduled overhaul. Among them 
were the upgrades to the plant control 
systems, a main generator rewind, boiler 
fl oor repairs, completion of a water-loading 
facility and upgrades in other parts of the 
plant. All of these projects and upgrades 
are a testament to our commitment to 
keeping the Coyote Station, a state-of-the-
art facility, as our main source of power 
well into the future. The Coyote Station 
section in this annual report contains more 
details on the overhaul and the station’s 
2012 performance.

We continue to be actively engaged 
in the legislative arena. The North Dakota 
Legislature did not meet in 2012. In Min-
nesota the Legislature convened for its 
2012 session Jan. 24 and adjourned 
May 10. The most urgent issue for the 
Legislature was to solve the state’s huge 
budget defi cit and to fund a new Vikings 
stadium. For the most part, municipal 
utilities were not harmed as a result of the 
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Coyote Station owners in 2012 entered into 
an agreement with Coyote Creek Mining Com-
pany, LLC, a subsidiary of The North Ameri-
can Coal Corporation, for lignite coal supply to 
the station beginning in May 2016.

Otter Tail Power Company is the operating 
agent of the Beulah, N.D., power plant that it 
owns jointly with the NMPA, Montana-Dakota 
Utilities Co., and NorthWestern Energy. 

Under a development agreement, Coyote 
Creek has taken preliminary steps to open 
a new mine near the 427-megawatt plant. 
According to David Straley, North American 
Coal’s manager of public affairs, the company 
is confi dent the mine will be ready in 2016.

“North American Coal is proud to be 
expanding our operations in North Dakota with 
the Coyote Station owners,” he said. “Next 
year is our 100th anniversary, and we’ve been 
mining lignite in North Dakota continuously for 
55 years. 

“That’s a lot of experience. We’ve been 
recognized in our industry for leadership, 
environmental compliance and safety. We 
look forward to mining and delivering high-
quality lignite safely and reliably to the Coyote 
Station.”

Jan Rudolf, Otter Tail Power Company’s 
vice president of energy supply, said that, 
because the existing 35-year contract expires 
in 2016, the owners in 2010 issued a request 
for proposals for coal supply to North Dakota 
lignite providers. The owners also considered 
western subbituminous coal. 

“We reviewed options to provide the 
lowest-cost and most reliable electricity to 
our customers,” Rudolf said. “After consider-
ing plant performance, the cost of capital 
investments that may be required for future 
environmental compliance, and delivered coal 
prices, our fi nal decision was to negotiate 
a lignite coal supply agreement with North 
American Coal.”

Coyote owners agree 
to coal contract

2012 session. One issue that did garner 
our attention was a proposal to allow the 
investor-owned utilities a “right of fi rst 
refusal” as to whom could participate in 
future transmission projects. With the 
help of the Minnesota Municipal Utilities 
Association (MMUA) we were able to track 
these types of bills and ensure that the 
provisions did not harm our participants’ 
utility operations. We thank the MMUA 
staff for staying on top of the issues during 
the 2012 session. 

As of this writing, the 2013 sessions in 
both Minnesota and North Dakota are well 
under way. In Minnesota the majorities in 
both houses changed from Republican to 
Democrat control following the Novem-
ber elections. To date there have been 
proposals made to mandate increases in 
the Renewable Energy Standard, as well 
as adding a solar requirement of up to 10 
percent. There have also been propos-
als that would allow some regulation of 
municipal and cooperative utilities by the 
Minnesota Public Utilities Commission, in-
crease the net metering standard to 1,000 
kilowatts (kW) from the current 40 kW and 
change the current Conservation Improve-
ment Program. At the time of this writing, it 
appears that we will be able to get exemp-
tions for municipals and cooperatives from 
most of these proposals. We will stay on 
top of it until the session ends. 

Due in part to an unusually mild winter 
in 2012, sales to the participants were 
down 2.8 percent. We do continue to see 
signs of strength in the local economies. 
Several of our participants’ largest employ-
ers are continuing to increase the size 

of their workforce as manufacturing and 
agriculture economies rebound. 

As you follow the NMPA’s progress in 
2012 through this report, you will see that 
the NMPA is fi rmly focused on what is best 
for our participants and their consumer-
owners – having a stable, competitively 
priced power supply well into the future. 
As a publicly owned electric utility, we are 
always mindful of the NMPA’s responsibil-
ity to our participants, employees and the 
communities we serve. 

We appreciate the diligent efforts of 
our employees, our Board of Directors 
and our operating agent, Minnkota Power 
Cooperative. We will continue to face 
challenges and will continue to overcome 
them. We remain confi dent that the shared 
knowledge, strength and experience of our 
participating communities will continue to 
guide our decisions to the benefi t of all the 
communities served by the NMPA.

In closing, we want to express our 
appreciation for the privilege of serving as 
the President and the General Manager of 
the Northern Municipal Power Agency.

Sincerely,

Tom Larson
Darryl Tveitbakk



Working together to save energy

NMPA participants distribute 
energy-savings kits to schools

Giving kids the power to save

E lementary students within the NMPA system 
have saved their family money by fi nishing a 
school assignment.

Through the PowerSavers Conservation Im-
provement Program, the students received supplies 
and instructions on how to conserve energy. The 
Fosston Municipal Utilities is one of the NMPA par-
ticipants that introduced the program to its schools. 

Cassie Heide, administrative assistant for the 
city of Fosston, handed out 125 energy-savings 
kits to children at the Fosston School. Eighty-fi ve 
eligible kits were returned for a savings of 69,116 
kilowatt-hours (kWh).

Fosston gave the kits to both fi fth- and sixth-
graders. One hundred percent of the fi fth grade kits 
were returned completed.

“I like it a lot,” Heide said of the program. “The 

principal at the elementary school and all the teach-
ers I talked to were really excited about it.”

Fosston and other area schools passed out 
energy-savings kits packed with a shower timer, 
CFL bulbs, low-fl ow showerheads and high-effi cien-
cy faucet aerators. If all the energy-effi cient devices 
were installed, the household could expect to save 
up to 1,700 kWh or $200 per year.

Utilities in the PowerSavers program contacted 
elementary principals and teachers and invited 
them to participate in the energy-savings kit project. 
Nearly 2,300 kits were distributed to students in 
Minnesota school districts throughout the Minnkota/
NMPA Joint System service area during the 2012-
13 school year.

“The kids really enjoyed doing it,” said Lori 
Theis, a fi fth grade teacher in Fosston. “The shower 

Students from Dan Gutterud and Lori Theis’ fifth grade classes of Magelssen Elementary proudly receive their certificates 
for 100 percent participation and completion in the PowerSavers school conservation program sponsored by NMPA and 
Fosston Municipal Utilities. Fosston elementary students took part in saving 69,116 kWh annually by working with their 
parents to change out components in their homes with energy-saving options.
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✔ Kitchen faucet aerator
✔ Bathroom faucet aerator
✔ Hot water gauge
✔  Refrigerator/freezer 

thermometer
✔ Tefl on tape

✔  Instruction packet 
with energy-saving tips

✔ Two 13-watt CFL bulbs
✔ Shower fl ow meter bag
✔ Shower timer
✔ Low-fl ow rate showerhead

What is 
in the kit?

timer was the one I would hear the kids talking 
about most.”

Other PowerSavers municipal cities in which 
schools received kits were Hawley, Baudette, War-
ren, Roseau and Thief River Falls.

Thief River Falls handed out the kits in three 
schools. All told, 149 kits were returned for 78,499 
kWh saved at Franklin, Challenger and St. Ber-
nard’s schools.

Upon completion of the tasks in the kit and 
fi lling out a brief worksheet, students received a free 
LED night light. The class from each school with the 
highest percentage of participation and most kWh 
savings received a pizza party or money donated to 
a fi eld trip.

“The kids were very excited,” 
Heide said. “The incentive for the 
pizza party made a big difference, 
but it had them … putting things 
together that they have heard at 
home, like ‘My mom says I can’t 
leave the refrigerator open.’ ”

Said Theis: “The incentive of the pizza made 
them sure to turn them in. They kept telling each 
other, ‘Don’t forget, don’t forget.’ ”

Hannah Noel, a fi fth-grader, said she liked the 
shower timer because she often took long showers. 
“I also liked that it would save energy and money,” 
she said.

Callie Theis, a classmate of Noel, said she 
enjoyed the teamwork aspect of the project. “My 
dad helped me with it. It was fun.”

Heide gave the presentation about the energy-

savings kits to the students in Fosston. She said 
fi fth grade appears to be the best group to 
target in the future, based on enthusiasm 
shown for the 2012-13 school year project. 

 “Overall whenever you can get 
students and children involved in 
things at an early age, it’s always a 
good thing,” Heide said.

NMPA municipals and Minnkota 
cooperatives in the Minnkota/NMPA 
Joint System service territory 
started PowerSavers in 2008 
in an effort to meet standards 
for energy effi ciency and 
conservation in the state. 
The group has programs and 
incentives available for quali-
fying residential and commercial consumers.

 Lisa Pickard, Minnkota energy conservation 
coordinator, said the goal of the school project is 
to help students learn where electricity comes from 
and why it’s important not to waste it.

“Kids sometimes feel there isn’t much they can 
do fi nancially to help out around the house,” Pickard 
said. “What we’re trying to show them is that every 
little bit adds up.”

Fosston
85 kits returned
69,116 kWh saved

Hawley
36 kits returned
26,431 kWh saved

Lake of the Woods
(Baudette)
43 kits returned
28,705 kWh saved

Warren-Alvarado-Oslo
32 kits returned
16,366 kWh saved

Roseau
92 kits returned
58,623 kWh saved

Thief River Falls
149 kits returned
78,499 kWh saved

NMPA
PowerSavers Summary

ooooooosssssssssssssssssssstototototototototonn.n.nn.n.n.n.n. SSSSSSSSSSSSSShehehehehehhhe ssaiaid d
stst group to 
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These sixth-graders along 
with their classmates were 
enthusiastic about the 
project.

Callie Theis
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A stroll 
down memory lane

F
or residents at the new Thief River Care 
Center, each hallway leads back to the 
good old days.

Local landmarks in Thief River Falls, 
Minn., are prominently displayed inside the 

$16 million skilled care nursing home. 
Visitors are greeted near the front 

entrance by a replica of the old Falls 
Theater marquee, which functions as 
a conference and education center. 
Nearby, a dining hall is designed to look 
like the Evergreen Eating Emporium at 
the south end of town. 

“We went out into the Thief River Falls area and 
looked at local businesses based on a 1950s floor 
plan,” Administrator Michele Halvorson said. “We re-

ally wanted to tie the community into this building.”
Other familiar sights include the Ben Franklin 

store as a recreational therapy area, the Elks as 
employee offices and the Mobil gas station as a 
rehab and fitness center.

Border State Bank and Northern State Bank 
also serve as nursing stations for the two residence 
wings.

“In every town you’ve got a couple banks that 
are the center of the community,” Halvorson said. 
“We wanted to use that concept for both of our 
residence wings.”

A 1950s-style diner, known as the Blueberry Hill 
Café, and a salon and barbershop add to the retro 
feel.

Halvorson says the hometown architecture 

Thief River Care Center reflects hometown icons

Many familiar sights from around Thief River 
Falls, Minn., are incorporated in the design 
of the new Thief River Care Center. The Falls 
Theater welcomes visitors as they walk 
through the main entrance.

The skilled care nursing 
home opened its doors in 
November 2011.
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creates a comfortable setting for the residents. And 
it helps them remember how to navigate throughout 
the large facility. 

A similar approach was taken with the residence 
wings, which have been modeled after a Thief River 
Falls neighborhood. Each room has a unique house 
front made of actual siding, brick and stone. 

Inside the rooms, many of the residents have 
decorated the walls with memories of their own.

“They are able to make their room a home,” 
Halvorson said. “And we encourage them to do that. 
We want this to be as close to home as possible.”

The neighborhoods have a central gathering 
spot, which includes a gazebo/family area, kitchen-
ette and lounge area. An artist has painted clouds 
and birds onto the sky blue ceiling, while adding 
windows to the house fronts and other decorative 
features. 

Improved care
Behind the nostalgic décor is a facility designed 

to provide cutting-edge care to its 70 residents.
“It’s a beautiful building, but what we’re thrilled 

about is the improved quality of our care,” Halvor-
son said. “This is just a better environment for our 
residents and our employees.”

As part of the move from the old building, the fa-
cility upgraded to a new digital charting system. The 
touchscreen technology helps staff better organize 
resident information and reduces errors. 

Other improvements included replacing the 
overhead intercoms with a quiet, wireless call sys-
tem. Instead of hearing loud speakers, the system 
beeps one time and then sends a message to new 
staff pagers. 

That gives residents more time to enjoy the 
sound of the three babbling brook water features 
that navigate the 80,000-square-foot facility.

“We’ve eliminated a lot of the noise that you 
would typically associate with a nursing home,” 
Halvorson said. “The residents can really spread 
out and enjoy the atmosphere.”

The lack of noise is especially appreciated in 
the chapel, a dedicated worship space that hosts 
Sunday services and other faith-based events. 

The residence wings 
were modeled after a 
Thief River Falls neigh-
borhood. Each house 
front is made with real 
siding, brick and stone. 

Administrator Michele Halvorson checks in with a resi-
dent while making her rounds.

Room to grow
The Thief River Care Center opened its doors 

Nov. 11, 2011. All residents were moved across 
town to the new facility in a single day.

With the close ties to the community, it’s no 
surprise that about 1,000 people showed up to the 
center’s open house.

“They were absolutely amazed,” Halvorson 
said. “We’ve received so many compliments. The 
community is just wowed.”

The facility receives electric service from Thief 
River Falls Municipal Utilities, a participant in the 
NMPA.

Positioned on about 40 acres, the care center 
has a spacious campus with unlimited opportunities 
to expand or add new services. In the meantime, 
there’s plenty of room to create new memories in 
their corner of Thief River Falls.



10 2012 ANNUA L RE PORT

Dalene Monsebroten
Secretary-Treasurer

Secretary-Treasurer’s Report

T
he year 2012 was eventful for the 
Northern Municipal Power Agen-
cy as you will read throughout 
this annual report. The Agency 

continued in its mission of providing an 
adequate, economical, reliable and long-
term supply of electric energy and related 
services. While an incident in the last 
quarter of 2012 caused the Coyote Station 
to go off line for repairs for approximately 
three months, our Joint System relation-
ship with Minnkota provided reliability and 
rate stability to the NMPA participants. 

The average rate to participants 
rose slightly, with the last wholesale rate 
increase in 2011 being in effect for a full 
year in 2012. The participants’ average of 
70.41 mills/kilowatt-hour (kWh) remains 
competitive in the region and surplus 
market conditions continue to impact the 
wholesale power rate.

Revenues received from participants 
were $31,499,651. Total revenue, which 
includes sales to Minnkota and oth-

ers, and investment and other income, 
amounted to $58,429,303, a $2.1 million 
increase from 2011. 

A 9.3 percent decrease in heating 
degree days assisted in a 2.8 percent 
reduction of sales to participants. The 
2012 sales to participants amounted to 
448,941,551 kWh. The NMPA participants 
in the PowerSavers conservation program 
have continued to meet the state’s require-
ment of an annual reduction of customer’s 
energy usage by 1.5 percent, which also 
contributed to the decreased sales.

 It was a challenging year for Otter Tail 
Power Company, operator of the Coyote 
Station, with a scheduled major outage 
early in the year and an incident late in 
the year. Fuel and O&M costs for Coyote 
amounted to 27 mills. The NMPA Board, 
along with other guests, held a board 
meeting in August at the Coyote Station 
and toured the plant to see operations of 
the plant fi rsthand. We continue to value 
the Coyote Station management and staff 
for their efforts in the successful opera-
tions of the plant, and extend our appre-
ciation for a job well done.

The Agency did not issue any addition-
al debt in 2012; the amount outstanding 
at the end of the year was $238.5 million 
of fi xed rate bonds. The majority of bonds 
mature by 2021. It is anticipated that funds 
will be needed in 2013 for projects going 
forward for both the Coyote Station and 
Joint System transmission.

The annual fi nancial audit was con-
ducted by Brady, Martz and Associates 
P.C., the independent auditors retained 
by the Board of Directors. The auditors 
indicate that the fi nancial statements fairly 
present the Agency’s 2012 fi nancial re-
sults and are in conformity with generally 

accepted accounting principles applied 
on a basis consistent with prior years. 
The following pages include the Manage-
ment’s Discussion and Analysis, contain-
ing highlights of the balance sheet and 
fi nancial statements, which are to be read 
in conjunction with the Auditor’s Report.

As noted earlier, Minnkota Power 
Cooperative continues to serve as the 
NMPA’s operating agent, and the Joint 
System partnership remains a great 
benefi t to each of the systems we both 
serve. Our current contracts are in place 
until 2031. Contract extensions will be 
considered soon to enable the Agency 
to address the fi nancial and operational 
challenges that will face us in meeting the 
power supply and delivery needs of the 
participants. The NMPA will continue in 
its efforts to provide a reliable supply of 
electric generation in order to meet those 
needs. We value our relationships with the 
NMPA participants and Minnkota, and look 
forward to meeting the challenges and 
seeking the changes necessary for gener-
ating for this generation and the next.  

 This annual report contains a broad 
discussion of fi nancial and operating 
information along with other highlights 
that occurred throughout the year. I urge 
you to take time to review the report in its 
entirety. 

Sincerely,
Dalene Monsebroten
Secretary-Treasurer
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Engineering Report
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T
he 1981, 1985, 1989, 1992, 1997, 1998, 2002, 2007, 
2008, 2009 and 2010 Bond Prospectus contain projec-
tions of the Agency participants’ peak demand, energy 
requirements and estimated power costs for years 

ending on April 20, as well as on a calendar year basis. Our 
comparisons herein will be the calendar year actual versus fi scal 
year projections.

The actual system peak of 91,539 kilowatts (kW) is 10,599 
kW less than the 2011 yearly peak of 102,138 kW and the cor-
responding kilowatt-hour (kWh) total of 448,941,551 kWh is 
12,980,510 kWh less than the 461,922,061 kWh in 2011. 2012 
heating degree days were 9.3 percent lower than 2011, resulting 
from warmer temperatures, while the normal heating months of 
October through March saw 22.9 percent lower heating degree 
days.

The Coyote Station was operated during 2012 by participat-
ing owner, Otter Tail Power Company. Monthly reports are issued 
to all owners on incurred operating costs, inventory activity and 
capital expenditures. The operating costs for the year ending Dec. 
31, 2012, totaled $62,151,304.62, with the Agency share totaling 
$18,872,466.37, or an average cost of 26.53 mills per kWh.

The average cost of net energy production for the total plant 
rose to 27.04 mills per kWh from 22.60 mills per kWh in 2011. This 
refl ects an increase in average cost of net energy production of 
19.66 percent. The average power cost per kWh continues to rise 
despite controlling load demand, improving plant effi ciency, as 
well as the effects of refi nancing during 1985, 1989, 1992, 1997, 
1998, 2007, 2009 and 2010 and continued innovative Wholesale 
Power Pricing policies.

Compared to 2011, the 2012 fuel costs were approximately 
$2.9 million lower and the O&M increased approximately $5.4 
million.

During 2012 the Agency participant’s wholesale cost of 
power (average cost per kWh) increased 2.33 mills or 3.4 percent 

from 68.08 mills in 2011 to 70.41 mills. Eleven of the 12 NMPA 
participants experienced individual average wholesale power cost 
increases, ranging from 1.63 to 5.55 mills/kWh. One member’s 
average wholesale power cost decreased by 0.01 mills/kWh.

Production in the Coyote Station facility was greatly reduced 
due to both scheduled and nonscheduled outages in 2012. 
Scheduled maintenance and a forced outage due to a generator 
failure resulted in a 2012 availability factor of 71.7 percent (6,294 
hours). The previous major scheduled outage was in 2009 and 
the resultant availability factor at that time was 75.7 percent. The 
2012 availability factor represents a 21.8 percent decrease from 
that of the nonoutage year of 2011. Gross generation decreased 
by 803,072 MWh or 24.7 percent below that of 2011, resulting in a 
capacity factor of 61.1 percent.

The funds advanced by the NMPA during 2012 for the 
operation of the Coyote plant amounted to $25,552,074 out of 
the total of $84,500,000 funds advanced. The NMPA participants 
contributed $31,499,651 in revenue of the total of $58,429,303 in 
revenue derived to offset the NMPA’s share of the cost of owning 
and operating the Coyote plant, cost of the load-ratio share of the 
Minnkota Power Cooperative transmission system, and internal 
Agency administrative expense.

The Power Supply Coordination Agreement between Minnkota 
and the NMPA provides for capital credits to be allocated to the 
Agency whenever such credits are allocated to other Minnkota 
members. For 2012 the total Minnkota margin was $7,500,000 
less the nonoperating margin of $4,946,868, leaving a total oper-
ating margin of $2,553,132. Minnkota’ s policy relative to alloca-
tion of margins is that margins received from operations, provided 
there are no accumulated prior years’ operating losses, are to 
be allocated to patrons. In 2011 Minnkota retired the cumulative 
operating loss dating back to 2003.

Minnkota for 2012 had an operating margin of $2,553,132 to 
allocate. The NMPA share of this was $293,947. 
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W
hen the Coyote Station came back on 
line in February 2013 for the fi rst time in 
months, Plant Manager Brad Zimmer-
man said it was the sweetest sound 
he’d ever heard.

Until that point, the 427-megawatt plant had 
been idle for 13 weeks due a main lead failure in 
the generator. The damage required plant staff and 
contractors to completely dismantle the unit. 

While it isn’t clear exactly what caused the is-
sue, Zimmerman said the plant has been operating 
reliably since it came back on line.

“The repairs were made as quickly as possible 
on an emergency basis, and the employees and 
contractors worked hard to ensure that the plant is 
working properly,” Zimmerman said.

The generator stator, the stationary portion of 
the generator, was rewound on site near Beulah, 
N.D. The rotor was shipped to North Carolina by 
truck to be restacked, which includes winding it with 
copper.

With the repairs now complete, the 32-year-old 
Coyote Station may be in the best operating shape 
in its history.

“We essentially have a brand-new generator,” 
Zimmerman said. “The external vibration and noise 
are greatly reduced. We are confi dent in our repair.”

Coyote Station’s generator failed on Nov. 19, 
2012, despite the original equipment manufacturer 
having rewound the stator during a 46-day sched-
uled outage in spring 2012.

Major spring maintenance
The generator work was the primary focus of 

the spring outage, but several other high-priority 
projects were completed. 

Ongoing repairs to the unit’s thinning boiler 
fl oor tubing were signifi cant. Personnel completed a 
weld overlay project to re-establish the thickness of 
the tubes and improve their durability. Aging boiler 
insulation systems were also replaced.

In addition, four of the cyclone’s dampers were 
replaced with a different style for improved operabil-
ity and air control. 

Outages highlight 2012 

Other projects included the replacement of one-
third of the baghouse bags and one of two 10,000 
horsepower electric ID (induced draft) fans with 
a refurbished bearing and control assembly. The 
bottom ash system was re-piped for a more effi cient 
fl ow pattern and to replace worn lines and the Ova-
tion control system was updated and received new 
controllers.

Scaffolding was 250 feet high inside the boiler 
during the outage. About 400,000 studs were 
welded into the cyclones, and Coyote consumed 
12,300 pounds of welding rod and wire.

At a peak, nearly 400 contractors from 26 com-
panies were on site.

Water works
When the spring outage was completed in 

May, Coyote Station operators dove into another 
major project that aims to bring plant owners a new 
stream of revenue.

An industrial-scale water supply station was 
constructed at the plant to help serve the needs of 
western North Dakota’s oil fi elds. 

Tanker trucks began lining up in fall 2012 to 
transport water from the Coyote Station back to the 
oil fi elds near Dickinson, N.D. The project is the 
second industrial-sized water supply station in the 
oil patch and the fi rst that partners with a coal plant.

The plant built up its roads to handle the extra 
traffi c and constructed a new concrete pad with four 
water supply stations where hot and cold water can 
be loaded. 

Following a major generator failure 
in November 2012, Coyote Station 
staff help prepare the generator rotor 
for its trip to North Carolina to be 
rewound.

Workers at the Coyote Station complete major generator 
projects, including a rewind of the generator stator, 
during the plant’s scheduled outage in spring 2012.
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Coyote Station Performance Report
Most of the budget shortfalls for the year are the result of the November and De-
cember forced outage, as prior to the event Coyote was on track for critical budget 
goals. 

“The failure of the generator was the single largest failure that the plant has 
ever suffered,” said Brad Zimmerman, Coyote plant manager. “The extensive efforts 
of employees enabled us to meet the challenges of a failure of this magnitude and 
overcome.”

For instance, the budgeted production cost was 2.6 mills per kilowatt-hour 
(kWh), compared to 2.7 mills/kWh actual.

Coyote generated about 2.3 million megawatt-hours (MWh), falling about 
500,000 MWh short of the budgeted goal of 2.8 million MWh. With the extended 
outages, plant availability was at 71.7 percent, compared to a goal of 83.5 percent. 
The forced outage rate was 14 percent, compared to a goal of 2.5 percent.

In the meantime, the Net Plant Heat Rate for 2012 remained slightly below the 
targeted value of 11,275 Btu/kWh at 11,226 Btu/kWh. This lower rate can be directly 
related to the major spring outage and all the seal work, air heater basket replace-
ment, insulation replacement and expansion joint replacements.

Nonfuel O&M expenses in 2012 totaled $22 million, which was 1.4 percent 
under budget. The total fuel expense was $37 million, which was more than $9.8 
million under budget. Total production cost was $62 million, compared to a bud-
geted $72 million.

Coyote’s safety record included four OSHA recordable incidents and no lost-
time accidents.

“Coyote personnel are nearing a major milestone of safety excellence – 2 mil-
lion man-hours without a lost-time incident,” Zimmerman said.

The milestone was reached in February 2013.

With existing infrastructure and access to 
the Missouri River through a 26-mile pipeline, 
the Coyote Station made an ideal site for a water 
supply station.

“It’s a big deal out there,” Zimmerman said. “A 
tremendous amount of water is used in the frack-
ing process. Right 
now, a very large 
share of it comes 
from their local 
aquifers.” 

But it’s not 
just the quantity of 
water available that 
makes the project 
so attractive. Coyote is able to reuse the steam 
from generating electricity to heat the water for 
fracking.

Water enters the plant and goes through a 
heat exchanger before being dispensed into one 
of four 16,000-gallon storage tanks. Any hot water 
that isn’t used is recirculated into the plant and 
heated once again. At no point does the water 
interfere or come in contact with existing plant 
equipment.

Zimmerman said that hot water is in high 
demand because many companies are forced to 
heat it on site – a costly endeavor. The hot water 
from Coyote will leave the plant ready to go at 
about 120 to 140 degrees.

Eight trucks can fi ll up at one time, each tak-
ing 5,000 to 7,000 gallons. All eight can be fi lled 
in about 17 minutes, compared to other sites that 
can take more than an hour for a single truck.

Coyote is partnering in the project with Cen-
tral Dakota Water Works, which has a permit to 
draw water through the plant’s pipeline. Much of 
the equipment on site was originally sized to add 
a second power plant, making it able to accom-
modate the additional processes.

Coyote is operated by Otter Tail Power 
Company. The Northern Municipal Power Agency 
(NMPA) has 30 percent ownership in the plant. 

At the Coyote water supply 
station, eight trucks can load 
water at a time, each taking up 
to 7,000 gallons back to western 
North Dakota’s oil fi elds for 
fracking.

Brad Zimmerman was promoted 
to plant manager in 2012.
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Financial Statement Overview: 
This discussion and analysis of Northern Municipal Power Agency’s (Northern) fi nancial performance provides an overview of Northern’s activities for the 

fi scal year ended December 31, 2012. The information presented should be read in conjunction with the basic fi nancial statements and the accompanying 
notes to the fi nancial statements.

The Agency follows Accounting Standards Codifi cation (ASC) 980, Regulated Operations, which is the accounting prescribed for determining revenues 
and costs under the Electric System Revenue Bond Resolution which is in conformity with accounting principles generally accepted in the United States of 
America. Northern’s basic fi nancial statements include the balance sheets, the statements of revenues and costs, and the statements of cash fl ows.

The balance sheet provides information about the nature and amount of assets and obligations (liabilities) of Northern as of the end of the year. The 
statement of revenues and costs reports revenues and expenses for the current year. The statement of cash fl ows reports cash receipts, cash payments, and 
net changes in cash resulting from operating, capital and related fi nancing activities, and investing activities.

Condensed balance sheet highlights are as follows:
•  Net utility plant decreased by approximately $5.7 million. Net utility plant includes Northern’s 30% share of the Coyote generating station and North-

ern’s approximate load-ratio share of the related transmission system. The $5.7 million decrease in net utility plant is mainly due to an additional year’s 
depreciation offset by property additions. 

•  Current assets decreased by approximately $7.5 million. Current assets include cash, investments and accounts receivable. The decrease is primarily 
related to the use of construction funds to fi nance Coyote plant and transmission property additions. 

•  Current liabilities increased by approximately $4.9 million primarily due to an increase in the accounts payable to Minnkota Power Cooperative 
(Minnkota). This increase was related to more Northern costs being covered by Minnkota under the Power Supply Coordination Agreement and an 
increase in joint system transmission property additions. 

•  Revenue bonds, net of current maturities, decreased by approximately $18.1 million. The decrease is due to scheduled bond principal payments made 
in 2012. 

Management Discussion

Financial Highlights:
The following table summarizes the fi nancial position of Northern as of December 31:

Condensed Balance Sheet
     2012 vs 2011
    Dollar  Percentage
 2012  2011 2010 Change   Change

Net Utility Plant  $ 197,196,183  $ 202,939,197  $ 213,509,862  $ (5,743,014 ) (2.8 ) %
Current Assets   53,479,967   60,982,599   68,341,591   (7,502,632 ) (12.3 ) %
  Total Assets  $ 250,676,150  $ 263,921,796  $ 281,851,453   $ (13,245,646 ) (5.0 ) %

Current Liabilities  $ 30,286,150  $ 25,396,796  $ 25,271,453  $ 4,889,354  19.3  %
Revenue Bonds   220,390,000   238,525,000   256,580,000   (18,135,000 ) (7.6 ) %
  Total Liabilities  $ 250,676,150  $ 263,921,796  $ 281,851,453  $ (13,245,646 ) (5.0 ) %

Net Invested in Capital Assets  (41,328,817 )  (53,095,803 )  (49,017,202 )   11,766,986  22.2  %
 Restricted   49,622,828   53,770,605   51,034,265    (4,147,777 ) (7.7 ) %
 Unrestricted   (8,294,011 )  (674,802 )  (2,017,063 )   (7,619,209 )  (1,129.1 ) %
  Total Net Position   0   0   0   0  0.0  %  
  Total Net Position and Liabilities $ 250,676,150  $ 263,921,796  $ 281,851,453  $ (13,245,646 ) (5.0 ) %
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Condensed statement of revenues and costs highlights are as follows:
• Total revenues increased by $2.1 million. Revenue from Participants remained steady while revenues from Minnkota were up by $7.0 million in 2012 

primarily due to more Northern costs being covered by Minnkota in 2012 under the Power Supply Coordination Agreement. Per this Agreement, 
Minnkota purchases all capacity and energy in excess of Northern’s requirements. Revenues from Exempt Sales to Public Authorities and Other 
Income decreased by $5.0 million due to less surplus energy being available to sell in 2012 as a result of the scheduled Coyote spring outage in 2012, 
and the unscheduled outage in November and December of 2012 due to a generator failure. 

• Total operating costs rose by almost $3.0 million. Total operating costs include fuel and operating & maintenance expenses for Northern’s 30% share 
of the Coyote generating plant, transmission operating expenses, administrative expenses, and depreciation. Depreciation is provided for on a sinking 
fund method with depreciation equivalent to the principal payments required to pay the outstanding bonds. Additional maintenance work related to the 
planned outage in April 2012 was the key factor behind a $5.4 million increase in operations and maintenance expense. This increased expense was 
partially offset by a $2.9 million decrease in fuel expense caused by the planned outage in April 2012 and the unscheduled outage in November and 
December of 2012.

• Interest expense decreased by $0.9 million in 2012.

Debt Administration:
As of December 31, 2012, Northern had debt outstanding of approximately $238.5 million, a decrease of approximately $17.5 million from December 31, 

2011. Northern made scheduled bond principal payments of $17.5 million on January 2, 2012. Northern bonds have an “A-” rating from Standard & Poor’s 
and an “A2” rating from Moody’s.

Factors Bearing on Northern’s Future:
Northern is subject to various federal, state and local laws, rules and regulations relating to air and water quality, hazardous and solid waste disposal, 

reporting of toxic releases and air emissions, and other environmental matters. These laws, rules and regulations often require Northern to undertake consid-
erable efforts and substantial costs to obtain licenses, permits and approvals from various federal, state and local agencies. Northern cannot predict at this 
time whether any additional legislation or rules will be enacted which will affect its operations, and if such laws or rules are enacted, what the future cost to 
Northern might be because of such action.

The following table summarizes the changes in fi nancial position of Northern for the years ended December 31, 2012 and 2011:

Condensed Statement of Revenues and Costs
     2012 vs 2011
    Dollar  Percentage
 2012  2011 2010 Change   Change

Revenues  $ 58,429,303  $ 56,313,980  $ 51,968,793  $  2,115,323  3.8  %

Operating Costs  $ 46,431,689  $ 43,444,735  $ 27,172,219   $ 2,986,954  6.9  %
Interest   11,997,614   12.869,245   24,796,574   (871,631 ) (6.8 ) %
  Total Costs  $ 58,429,303  $ 56,313,980  $ 51,968,793   $  2,115,323  3.8  %
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Assets      2012        2011   

UTILITY PLANT
 Plant in Service $ 350,550,936  $ 344,003,250 
 Transmission System   46,690,377   40,846,077
   Total Utility Plant $ 397,241,313  $ 384,849,327
 Accumulated Depreciation  (200,045,130 )  (181,910,130 )
   Net Utility Plant $ 197,196,183  $ 202,939,197 
CURRENT ASSETS
 Cash  $    262,774  $  806,570 
 Investments  50,320,118   57,198,025 
 Accounts Receivable – Participants  2,897,075   2,978,004
   Total Current Assets $ 53,479,967  $ 60,982,599 
TOTAL ASSETS $ 250,676,150  $ 263,921,796 
  

Liabilities and Net Position

REVENUE BONDS, Net of Current Maturities $ 220,390,000  $ 238,525,000
CURRENT LIABILITIES
 Accounts Payable
  Participants $ 262,774  $ 286,070 
  Minnkota Power Cooperative, Inc.  5,889,569   1,166,103
 Accrued Interest  5,998,807   6,434,623
 Current Maturities of Revenue Bonds  18,135,000   17,510,000
   Total Current Liabilities $ 30,286,150  $ 25,396,796
 TOTAL LIABILITIES $ 250,676,150  $ 263,921,796

NET POSITION
 Invested in Capital Assets, Net of Related Debt $ (41,328,817 ) $ (53,095,803 ) 
 Restricted  49,622,828   53,770,605  
 Unrestricted  (8,294,011 )  (674,802 )
   Total Net Position $ 0  $ 0 
TOTAL LIABILITIES AND NET POSITION $ 250,676,150  $ 263,921,796

As of December 31, 2012 and 2011

Balance Sheet

See Notes to Financial Statements.
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See Notes to Financial Statements.

   2012      2011    
REVENUES
 Participants $ 31,499,651 $ 31,332,258
 Minnkota Power Cooperative, Inc.  14,756,930  7,766,942
 Exempt Sales to Public Authorities and Other Income  12,172,722  17,214,780
   Total $ 58,429,303 $ 56,313,980

COSTS
 Plant Operations   
  Fuel $ 11,396,669 $ 14,301,926
  Operation and Maintenance  14,155,405  8,764,283
 Transmission Operations  2,291,233  2,455,813
 Administrative Expense   453,382  412,713
 Depreciation  18,135,000  17,510,000 
   $ 46,431,689 $ 43,444,735

 Interest  11,997,614  12,869,245
  Total $ 58,429,303 $ 56,313,980 

For the years ended December 31, 2012 and 2011

Statement of Revenues and Costs
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 2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
 Receipts from Participants $ 31,692,810  $ 30,885,862
 Receipts from Minnkota Power Cooperative, Inc.  19,480,399   7,326,635
 Receipts from Other Public Authorities  9,414,774   12,269,522
 Receipts from Others  302,975   261,604
 Receipt of Interest  35,084   48,138
 Payments for Fuel  (11,396,669 )  (14,301,926 )
 Payments for Operation and Maintenance  (14,155,405 )  (8,764,283 )
 Payments for Transmission Operations  (2,291,233 )  (2,455,813 )
 Payments for Interest  (12,433,430 )  (23,850,890 )
 Payments for Administrative Expense  (476,677 )  (428,354 )
  Net Cash Provided (Used) By Operating Activities $ 20,172,628  $ 990,495

CASH FLOWS FROM CAPITAL AND RELATED
 FINANCING ACTIVITIES
 Principal Paid on Debt $ (17,510,000 ) $ (6,492,064 )
 Addition to Utility Plant  (10,084,331 )  (2,419,299 )
  Net Cash Provided (Used) By Capital  
   and Related Financing Activities $ (27,594,331 ) $ (8,911,363 )

CASH FLOWS FROM INVESTING ACTIVITIES
 Proceeds from Sale of Investments $ 159,157,868  $ 150,999,417
 Purchase of Investments  (152,279,961 )  (142,933,691 )
  Net Cash Provided (Used) By Investing Activities $  6,877,907  $ 8,065,726 
 
NET INCREASE (DECREASE) IN CASH $ (543,796 ) $ 144,858
 
CASH AT BEGINNING OF YEAR $  806,570  $ 661,712
 
CASH AT END OF YEAR $ 262,774  $ 806,570

CASH FLOWS FROM OPERATING ACTIVITIES
 Depreciation $ 18,135,000  $ 17,510,000 
 Deferred Charges  (2,307,655 )  (4,520,036 )
 Change in Current Assets and Liabilities
  Accounts Receivable  80,929   (561,876 )
  Accounts Payable  4,700,170   (455,949 )
  Accrued Interest  (435,816 )  (10,981,644 )
  Total $ 20,172,628  $ 990,495

For the Years Ended December 31, 2012 and 2011

See Notes to Financial Statements.

Statement of Cash Flows
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Independent Auditor’s Report
To the Board of Directors
Northern Municipal Power Agency
Thief River Falls, Minnesota

We have audited the accompanying fi nancial statements of Northern Municipal Power Agency (Northern), which comprise the balance sheets 
as of December 31, 2012 and 2011, and the related statements of revenues and expenses and cash fl ows for the years then ended, and the 
related notes to the fi nancial statements.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these fi nancial statements in accordance with accounting princi-

ples generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of fi nancial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express an opinion on these fi nancial statements based on our audits. We conducted our audits in accordance with 

auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the fi nancial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the fi nancial statements. The 
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the fi nancial state-
ments, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s prepara-
tion and fair presentation of the fi nancial statements in order to design audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of signifi cant accounting estimates made by 
management, as well as evaluating the overall presentation of the fi nancial statements.

We believe that the audit evidence we have obtained is suffi cient and appropriate to provide a basis for our audit opinion.
As discussed in Note 2 to the fi nancial statements, Northern adopted the provisions of Governmental Accounting Standards Board State-

ment No. 63 “Financial Reporting of Deferred Outfl ows of Resources, Deferred Infl ows of Resources, and Net Position”, as of and for the year 
ended December 31, 2012.

Opinion
In our opinion, the fi nancial statements referred to above present fairly, in all material respects, the fi nancial position of Northern Municipal 

Power Agency as of December 31, 2012 and 2011, and the results of its operations and its cash fl ows for the years then ended in accordance 
with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis on 
pages 14 through 15 be presented to supplement the basic fi nancial statements. Such information, although not a part of the basic fi nancial 
statements, is required by the Governmental Accounting Standards Board who considers it to be an essential part of fi nancial reporting for 
placing the basic fi nancial statements in an appropriate operational, economic, or historical context. We have applied certain limited proce-
dures to the required supplementary information in accordance with auditing standards generally accepted in the United States of America, 
which consisted of inquiries of management about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic fi nancial statements, and other knowledge we obtained during our audit of the basic 
fi nancial statements. We do not express an opinion or provide any assurance on the information because the limited procedures do not pro-
vide us with suffi cient evidence to express an opinion or provide any assurance. 

BRADY, MARTZ & ASSOCIATES, P.C.
GRAND FORKS, NORTH DAKOTA
March 14, 2013
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NOTE 1: ORGANIZATION 
Northern Municipal Power Agency (Northern) is a municipal corporation and a po-

litical subdivision of the State of Minnesota. Its membership consists of ten Minnesota 
and two North Dakota municipalities each of which owns and operates a municipal 
electric utility distribution system.

Northern was incorporated on December 14, 1976, for the purpose of providing 
a means for its members to secure an adequate, economical and reliable long-term 
supply of electric energy.

In April 1981, Northern purchased a 30% interest in the Coyote Station plant near 
Beulah, North Dakota and related transmission facilities from Minnkota Power Coop-
erative, Inc. As of December 31, 2012, the participants in Coyote No. 1 are as follows:

  Percent of  
 Name   Ownership

Otter Tail Power Company 35   
 Northern Municipal Power Agency 30   
 Montana-Dakota Utilities Company 25   
 NorthWestern Corporation  10  
 Total 100

Otter Tail Power Company is the operating agent for the Coyote Station plant.

NOTE 2: ACCOUNTING POLICIES 
Basis of Accounting

The Agency maintains accounting records on an accrual basis in conformity with 
generally accepted accounting principles in the United States of America, including the 
application of the Financial Accounting Standards Board (FASB) Accounting Standards 
Codifi cation (ASC) 980, Regulated Operations, as the guidance relates to the deferral 
of revenues and expenses to future periods in which the revenues are earned or the 
expenses are recovered through the rate-making process. The Agency complies with 
all applicable pronouncements of the Governmental Accounting Standards Board 
(GASB). In accordance with GASB Statement No. 20, the Agency has elected not to 
follow the guidance of FASB statements issued after November 30, 1989.

Revenue
Revenues as defi ned by the Electric System Revenue Bond Resolution are es-

tablished at amounts suffi cient to cover operating costs (excluding depreciation) and 
debt service on revenue bonds, less capitalized interest. Revenues are computed and 
billed so that no equity is accumulated for Northern.

Utility Plant
Utility plant includes all direct acquisition costs and other costs related to the 

acquisition of a 30% interest in the Coyote Station plant and the related transmission 
facilities, along with Northern’s approximately load-ratio share of Minnkota Power Co-
operative’s transmission system. Bond expenses, including premiums and discounts, 
and interest expense (less interest earned on investment securities) are included in 
the cost of the utility plant.

Depreciation is provided for on a sinking fund method with depreciation equivalent 
to the principal payments required to pay the outstanding bonds.

Cash Flows
For purposes of the Statements of Cash Flows, Northern considers cash to be 

demand deposits.

Income Taxes
Northern is exempt from federal and state income taxes, as it is a political subdivi-

sion of the State of Minnesota.

Net Position
For the year ended December 31, 2012, the Agency implemented GASB State-

ment No. 63, “Financial Reporting of Deferred Outfl ows of Resources, Deferred Infl ows 

NOTE 3: POWER SUPPLY COORDINATION AGREEMENT 
On March 1, 1981, Northern entered into a Power Supply Coordination Agreement 

with Minnkota. This agreement is effective until the later of December 31, 2031, or the 
date on which the Coyote Plant is retired from service. The agreement provides for 
Minnkota to purchase all capacity and energy in excess of Northern’s requirements. 
Minnkota is the operating agent for Northern.

NOTE 4: CASH AND INVESTMENTS 
The bond resolution under which the revenue bonds were issued provides for the 

creation and maintenance of certain funds and accounts as follows:

2012  2011
Operating Fund $ 5,301,517 $ 3,007,203
Bond Fund Debt Service Reserve Account  14,277,959  14,628,205
Bond Fund Interest Account  6,001,058  6,434,660
Bond Fund Principal Account  18,142,771  17,509,542
General Reserve Fund  300,253  300,225
Reserve and Contingency Fund  1,428,199  1,461,137
2007 Plant Additions Fund  0  3,649,956
Rate Stabilization Fund  3,529,568  3,526,275
Cost of Issuance Fund  5,012  9,630 
2010 Plant Additions Fund  1,333,781  7,191,692
Working Fund   262,774  286,070
 Total $ 50,582,892 $ 58,004,595

The funds consist of $50,320,118 of investment securities and $262,774 of 
cash deposits at December 31, 2012, and $57,198,025 of investment securities and 
$806,570 of cash deposits at December 31, 2011.

As of December 31, 2012, the agency had the following investments:

 Investment Type Fair Value  

 Treasury Money Market $50,320,118

Custodial Credit Risk
For an investment, custodial credit risk is the risk that, in the event of the failure of 

the counter party, the agency will not be able to recover the value of the investments or 
collateral securities that are in the possession of an outside party. The agency’s invest-
ments are held by the investments counter party, in the agency’s name.

Credit Risk 
Northern is authorized to invest in:
(a)  Direct obligations of the U.S. Government, its agencies or instrumentalities.
(b)  New Housing Authority Bonds or Project Notes issued by public agencies or 

municipalities.
(c)  Direct and general obligations of any state or municipalities, which are rated 

“Aa”.
(d) Certifi cates of Deposit.
(e)  Bankers Acceptances.
(f) Repurchase Agreements.

Interest Rate Risk 
Northern does not have a formal investment policy that limits investment maturi-

ties as a means of managing its exposure to fair value losses arising from increasing 
interest rates.

Notes to Financial Statements
of Resources, and Net Position.” This statement provides guidance for reporting 
deferred outfl ows of resources, deferred infl ows of resources, and net position in ac-
cordance with Concepts Statement No. 4, Elements of Financial Statements.
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NOTE 5: UTILITY PLANT
Utility plant activity was as follows:
 Beginning Net   Ending
 Balance  Additions  Adjustments  Balance
Utility Plant as of December 31, 2012
Plant in Service $ 344,003,250  $  4,240,031  $  2,307,655  $ 350,550,936
Transmission System  40,846,077   5,844,300   0   46,690,377
 Total Utility Plant   384,849,327   10,084,331   2,307,655   397,241,313
Less Accumulated Depreciation   (181,910,130 )   (18,135,000 )  0   (200,045,130 )

 Net Utility Plant  $ 202,939,197  $  (8,050,669 ) $  2,307,655  $ 197,196,183

Utility Plant as of December 31, 2011
Plant in Service $ 337,797,115  $  1,686,099  $  4,520,036  $ 344,003,250
Transmission System  40,112,877   733,200   0   40,846,077
 Total Utility Plant   377,909,992   2,419,299   4,520,036   384,849,327
Less Accumulated Depreciation   (164,400,130 )   (17,510,000 )  0   (181,910,130 )

 Net Utility Plant  $ 213,509,862  $  (15,090,701) $  4,520,036  $ 202,939,197

The Electric System Revenue Bond Resolution requires that revenues equal 
costs. At December 31, 2012 and 2011, $2,277,798 and $4,585,453, respectively were 
deferred against plant in service.

NOTE 6: REVENUE BONDS
Revenue bonds payable at December 31, 2012 and 2011, are summarized below:
  2012  2011  
Electric System Revenue Bonds, Series 2007A,
Interest 4.125% to 5.00%, Due Annually in Varying 
Amounts from January 1, 2013 through
January 1, 2031  29,265,000  29,265,000

Electric System Revenue Bonds, Series 2007B,
Interest 5.26%, Due January 1, 2012  0  595,000

Electric System Revenue Bonds, Series 2008A,
Interest 5.00%, Due Annually in Varying Amounts
from January 1, 2013 through January 1, 2021  64,360,000  66,345,000

Electric System Revenue Bonds, Series 2008,
Interest 5.82%, Due January 1, 2017  24,175,000  24,175,000

Electric System Revenue Bonds, Series 2009A,
Interest 5.00%, Due Annually in Varying Amounts 
from January 1, 2013 through January 1, 2016  65,680,000  76,870,000

Electric System Revenue Bonds, Series 2009B,
Interest 4.94%, Due January 1, 2012  0  3,610,000

Electric System Revenue Bonds, Series 2010A-1,
Interest 2.50% to 5.00%, Due Annually in Varying 
Amounts from January 1, 2013 through January 1, 
2020  46,490,000  46,620,000

Electric System Revenue Bonds, Series 2010A-2,
Interest 5.00%, Due Annually in Varying Amounts 
from January 1, 2022 through January 1, 2024  6,785,000  6,785,000

Electric System Revenue Bonds, Series 2010B,
Interest 2.734%, Due January 1, 2016  1,770,000  1,770,000

Totals $238,525,000  $ 256,035,000

Revenue bond debt service requirements to maturity are as follows:

 Principal  Interest  Total

2013 $ 18,135,000 $ 11,997,614 $ 30,132,614
2014   19,080,000  11,093,464  30,173,464
2015   21,015,000  10,122,660  31,137,660
2016  20,790,000  9,054,081  29,844,081
2017  24,150,000  8,034,190  32,184,190
2018-2022  107,630,000  20,835,587  128,465,587
2023-2027  16,275,000  4,665,750  20,940,750
2028-2031  11,450,000  1,316,700  12,766,700
Total  $ 238,525,000 $ 77,120,046 $ 315,645,046

The principal and interest on the bonds are payable solely from and secured solely 
by a pledge of (1) the proceeds of the sale of the bonds to the extent held in special 
funds established by the Bond Resolution, (2) the revenues of Northern subject to prior 
payments therefrom of operating expenses and (3) all funds and accounts established 
by the Bond Resolution permitting the application thereof for the purpose and on the 
terms and conditions set forth in the Bond Resolution.

Long-term liability activity for the years ended December 31, 2012 and 2011, 
was as follows:

 Beginning Net Net  Ending
 Balance  Additions  Reductions Balance
Long-term liabilities as of 
Dec. 31, 2012 revenue bonds $ 256,035,000 $ 0 $  (17,510,000)  $ 238,525,000
Long-term liabilities as of 
Dec. 31, 2011 revenue bonds $ 262,527,064 $ 0 $  (6,492,064)  $ 256,035,000

NOTE 7: PENSION PLAN 
Northern participates in a contributory pension plan, which covers all employees, 

through the Public Employees Retirement Association (PERA), under Minnesota 
Statutes, Chapter 353. The pension cost, including amortization of estimated prior 
service cost was $12,434 and $12,013 for the years ended December 31, 2012 and 
2011, respectively. Consistent with state law, Northern funds pension cost as it accrues. 
Prior service cost is being amortized over a period of 40 years and is being funded as a 
percentage of gross wages paid by all employees participating in PERA. The amounts 
of unfunded prior service cost and actuarial present value of accumulated plan benefi ts 
attributable to individual reporting entities are not determinable.

NOTE 8: RISK MANAGEMENT
Northern is exposed to various risks of loss related to torts; theft of, damage to, 

and destruction of assets; errors and omissions; injuries to employees and others; 
and natural disasters. The Reserve and Contingency Fund was established to fund 
uninsured risks of loss. At December 31, 2012 and 2011, Reserve and Contingency 
Fund assets were $1,428,199 and $1,461,137, respectively. There were no outstanding 
or unpaid claims as of December 31, 2012 and 2011.

Northern continues to carry commercial insurance for other risks of loss, includ-
ing workers’ compensation, property and liability, and employee health and accident. 
Settled claims resulting from these risks have not exceeded commercial insurance 
coverage in any of the past three fi scal years.

NOTE 9: COMMITMENTS AND CONTINGENCIES
The United States Environmental Protection Agency has provided Otter Tail 

Power Company (the operator of the Coyote Station at Beulah, North Dakota) with a 
Request to Provide Information Pursuant to the Clean Air Act concerning Coyote and 
other plants owned or operated by Otter Tail Power Company. The Environmental 
Protection Agency is requesting the information to determine whether the emission 
source is complying with the Clean Air Act. Potential penalties could be authorized by 
the Clean Air Act if violations were noted but since the request is in preliminary stages, it 
is not possible to predict if any violations and subsequent penalties would be enforced. 
Northern believes the Coyote Station has been operating in accordance with the Clean 
Air Act and expects no violations to be found.

December 31, 2012 and 2011
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 2012 2011 2010

NMPA Coyote Net Generation Delivered (kWh)  705,409,819 921,999,414 929,174,889

Energy Sales: (kWh)
  Municipal Participants  448,941,551 461,922,061 461,427,218
  Minnkota Power Cooperative, Inc.
   and Other Public Authorities  256,468,268 460,077,353 467,747,671

 705,409,819 921,999,414 929,174,889 

 2012 2011 2010

Hours of Operation  6,294 8,032 7,939

Hours of Outage  2,490 728 821

Plant Availability (Percent)  71.7 91.7 90.6

Gross Generation – Total (MWh)   2,439,767 3,242,839 3,252,996

Net Generation – Total (MWh)  2,298,436 3,050,514 3,063,984

Fuel Burned – Coal (Tons)  1,823,960 2,444,280 2,445,774

Fuel Burned – Fuel Oil (Gallons)  240,172 310,846 312,823

Fuel Cost – Coal ($/Ton)  19.97 19.22 18.08 

Fuel Cost – Fuel Oil ($/Gallon)  3.24 2.98 2.26

Fuel Cost (Mills/kWh)  16.2 15.7 14.7

Total Production Cost (Mills/kWh)  27.0 22.6 21.2

Power Sources and Energy Sales

Coyote Operating Statistics
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   Amount Cost of 
  No. of Purchased Power Mills/kWh
City Population Customers (kWh) w/Levy w/Levy

Bagley 1,404 763 27,694,661 $1,980,055 71.50
Baudette 1,103 748 22,083,279 1,542,705 69.86
Fosston 1,529 901 33,395,535 2,289,570 68.56
Grafton 4,284 2,144 56,975,970 3,870,525 67.93
Halstad 598 322 8,757,050 659,948 75.36
Hawley 2,067 1,099 20,161,170 1,466,745 72.75
Park River 1,403 800 19,812,257 1,514,133 76.42
Roseau 2,855 1,306 41,802,208 3,050,358 72.97
Stephen 658 399 8,940,490 655,283 73.29
Thief River Falls 8,587 4,705 138,115,735 9,920,198 71.83
Warren 1,598 827 18,201,843 1,397,632 76.79
Warroad 1,739 892 53,001,353 3,264,735 61.60

TOTALS: 27,825 14,906 448,941,551 $31,611,887 70.41

City 2012 2011 2010 2009 2008

Bagley 1.04 1.01 1.11 1.14 1.15
Baudette 1.51 1.59 1.44 1.33 1.37
Fosston 1.19 1.23 1.15 1.12 1.17
Grafton 1.18 1.17 1.12 1.08 1.19
Halstad 1.25 1.20 1.32 1.49 1.51
Hawley 1.12 1.15 1.19 1.27 1.13
Park River 1.18 1.21 1.19 1.18 1.25
Roseau 1.31 1.25 1.34 1.40 1.41
Stephen 1.17 1.17 1.28 1.26 1.28
Thief River Falls 1.04 1.07 1.13 1.20 1.14
Warren 1.02 0.79 1.58 1.44 1.28
Warroad 1.08 1.09 1.22 1.24 1.37
Average 1.18 1.16 1.26 1.26 1.27

NMPA 1.14 1.14 1.14 1.10 1.15
( The coverage ratio measures the ability of the Agency and member cities to pay current purchased power expense
and debt service with current year’s net revenues.)

Financial Coverage Ratios

Wholesale Power Costs
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