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Municipalities
Served
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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Agency Profile
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 located near Beulah in western North Dakota. 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 NMPA and purchases capacity and energy from the
Coyote Station not required by NMPA members.
The NMPA headquarters building is located in Thief River Falls, Minn.
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Hawley rolls out red carpet

On the Cover
A new apartment complex, a new concrete pipe manufacturer and a new hotel are just three
projects recently completed in the city of Hawley.
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President’s and General Manager’s Report

Jerald Pederson, President

Darryl Tveitbakk, General Manager

A

milestone event took place in
2013 when all of the participants
of the Northern Municipal Power
Agency signed extensions of their
Power Supply Agreements to 2055.
With the signing of these agreements,
the Agency has made a commitment to
secure competitively priced power for the
long run. In 2014 we began discussions

4
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with our operating agent, Minnkota Power
Cooperative, Inc. (MPC), to consider
extending our Power Supply Coordination
Agreement to coincide with the agreements signed by our participants. We
believe we will conclude that discussion
and an extension of our agreement with
Minnkota will take place sometime in
2015. This will ensure seamless operation

of the “Joint System” that was created
when NMPA and MPC joined forces in
1981.
While customers know and identify
with their municipal utility and its local
staff, they may not be aware that NMPA/
MPC is quietly and seamlessly managing the generation and transmission that
powers the local infrastructure. We also tie
them to the larger national grid that keeps
the lights on more than 99 percent of the
time.
Following a generator rewind in 2013,
the Coyote Station, our main source of
electricity, was experiencing a very good
run for the first 11 months of 2014. Late in
2014 one of two boiler feed pumps sustained a catastrophic failure. Following the
failure, staff did a great job of cleaning up
and getting the station restored to 60 percent capacity using the remaining boiler
feed pump. We will continue to explore our
options and make the necessary repairs
into 2015 and expect to be at full capacity
sometime later in the year.
The Coyote Station section in this
annual report contains more details on the
station’s performance in 2014.
Consistent with our longterm commitment to our participants, Coyote Creek Mining
Company has begun developing
the Coyote Creek Mine near the
Coyote Station. Development of
the new mine will allow delivery
of lignite coal to the Coyote
Station in May 2016. As of this
writing, work on Coyote Creek

Mine is well under way. We appreciate
the efforts of the employees of our existing supplier, Dakota Westmoreland. We
recognize their work habits, dedication to
safety and commitment to this region. We
now look forward to building a relationship
with North American Coal Corporation.
Both our interests are aligned to provide
the lowest overall cost for the Coyote Station and, therefore, NMPA’s customers.
The year 2014 proved to be rather
uneventful on the legislative front. The
Minnesota Legislature met in what Gov.
Dayton called “The Un-Session” for its emphasis on repealing outdated laws. Even
though it was not to be a session where
new laws and regulations were proposed,
we still watched diligently and participated
whenever necessary. Substantial effort
was needed to convince the chairs of the
Energy Committees in both House and
Senate that several seemingly innocuous
bills would cause problems for Minnesota’s regulatory framework. We want to
thank the Minnesota Municipal Utilities
Association for its tireless efforts to turn
the attempts back. We also want to thank
those people from our participant cities
for taking time to be in St. Paul to make
concerns known to elected officials.
We were greatly saddened on Oct.
3, 2014, when the president of our board
of directors, Tom Larson, passed away
after a brief struggle with lung cancer. As
president, Tom served on the NMPA executive committee and was very involved
in the operation of the Agency. He served
as NMPA’s director to the Minnkota board,

representing the interests of NMPA very
effectively. Tom was a dedicated professional in his service to the NMPA. He is
greatly missed by all of us.
We appreciate the diligent efforts of
our employees, our board of directors and
our operating agent, MPC. Our continuing
success is made possible because of the
experience and dedication of all of the
hardworking men and women who make
up the Joint System. We will continue to
do all we can to provide affordable, reliable and environmentally sensitive energy
services to our participants now and into
the future. You can count on it.
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,
Jerald Pederson
President
Darryl Tveitbakk
General Manager
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In Memory of
Tom D. Larson
Dec. 19, 1956 - Oct. 3, 2014

Former NMPA president will be
missed in Park River, at NMPA

T

om Larson basically saved the movie theater in Park
River, N.D., through his tireless efforts. He was also
known for his work in organizing the annual Fourth of
July fireworks display in the community.
Also heavily involved in the church and as a volunteer firefighter, the former Park River city auditor and manager would do
anything to make the community a better place. Maybe this was
shown no better than with Larson’s spot on the Sunshine day
care board in Park River.
Larson had no children and was never married, yet here he
was stepping up to take a vacant seat on the day care board.
“He was married to the city, seriously,” said Park River
Mayor Dan Stenvold. “Park River was his baby, I guess.”
Larson, who served as the Northern Municipal Power
Agency president and NMPA’s representative on the Minnkota
Power Cooperative board of directors since December 2011,
died on Oct. 3, 2014, at the age of 57 after a courageous battle
with cancer.
Larson joined the NMPA board in 1995. He was appointed to
the NMPA executive committee in 1999, and elected as president of the board in December 2011, following the departure of
the former president.
“Tom immediately became an active president,” said Darryl
Tveitbakk, NMPA general manager. “When asked to get involved
in an issue, he usually would find a way to say, ‘Yes, I’ll find the
time.’ That was just his nature.”
“Tom would often attend national meetings of the American
Public Power Association, including its Joint Action Agency workshop as well as the annual legislative conference and national
meeting in June of each year. … He was a very effective director
and president. We miss his presence on our board.”
Friends and co-workers raved about Larson’s passion for
volunteering.
“Anything that had to do with the community, he was
involved with it,” Stenvold said. “The biggest thing I remember is
how he organized and was the big push behind our theater. He
basically managed it.”

6
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Larson and others, including high school students and other
community supporters, helped the theater survive a switchover
to the costly digital cinema projection. The community is still
fundraising to pay for the digital cinema.
The city acknowledged Larson’s efforts in saving the Lyric
Theatre by showing his favorite movie, Ferris Bueller’s Day Off,
as a tribute to him in December 2014.
“If it wasn’t for Tom, I know the movie theater wouldn’t be
open,” the mayor said. “Today it’s open and thriving. We have
our little theater and everybody should be thankful to Tom for
that.”
Park River Public Works Director Dennis Larson, no relation
to Tom, marveled at Tom Larson’s ability to organize and manage events.
“He helped with the theater remodel and would run the
shows at night, run the projector,” Dennis Larson said. “He was
down buying candy and pop to have at the concession stand.
When the Park River community theater was active, he would
set up all the lighting and sound system for that and run that.”
The fireworks display in town will be named after Larson beginning this summer. He and the firefighters helped raise money
for the show.
Ann Berg, Larson’s replacement as city auditor, said her predecessor was an intelligent, caring person who wanted to make
his hometown better. She said the former city council member
loved to travel and fine dining.
Larson was able to do both when he went on a two-week
river cruise through parts of Europe. “He liked the dining on that
one,” she said.
Lon Kaste, a friend, said Tom would stop by his hardware
store after work most days. He was a close friend of Kaste and
his family.
“He was Uncle Tom to all my kids,” Kaste said. “He was at all
the birthday parties.”
Hard to imagine the 1981 UND graduate found time.
“I don’t think people realized how much he did until it wasn’t
getting done,” Kaste said.

Secretary-Treasurer’s Report

T

he Northern Municipal Power
Agency continued the mission of
providing an adequate, economical, reliable and long-term supply
of electric energy and related services to
its 12 municipal participants. The Agency’s
Power Supply Coordination Agreement
with Minnkota Power Cooperative enhances our ability to meet our obligations
to the participants while reducing operational risks.
The average wholesale rate to participants was 71.13 mills/kilowatt-hour (kWh)
in 2014, a 3.2 percent increase from 2013.
The slight decrease in heating degree
days in 2014 and the billing transition in
2013, which allocated additional days to
that year accounted for the majority of
the reduction in the amount of kWh sales
to participants. Minnesota utilities that
participate in the PowerSavers program
also continue to meet the mandate of
1.5 percent annual reduction of customers’ energy usage. Sales to participants
amounted to 473,190,801 kWh for 2014.
Revenues received from participants
were $33,538,804, a slight decrease from
2013, with total revenue, which includes
sales to Minnkota and others, and investment and other income amounting to
$57,777,997, a $2.8 million increase from
2013.
The Coyote Station was operated
by co-owner Otter Tail Power Company
in 2014. The Agency’s 30 percent share
of Fuel and O&M costs for Coyote was
24.53 mills, while the average cost of net
energy production fell to 24.62 mills per
kWh. We appreciate the efforts of the

Coyote Station management and staff in
the operations of the plant and the prompt
handling of adverse situations that arose
in late 2014.
At the end of 2014 $229.76 million of
outstanding Agency debt existed as fixed
rate bonds with the final maturity date being 2031. No additional bonds were issued
during the year. The Agency’s Board of
Directors authorized a Forward Purchase
Agreement in 2014 with Barclays Bank
to enhance our investment earnings on
debt service payments through 2020. The
board continues to look at opportunities
to meet our financial obligations and has
retained Dougherty and Company as our
Financial Advisor for assistance. The coverage ratio and reserve obligations continue to be met and reviewed to maintain
a strong portfolio while keeping wholesale
rates competitive and our generation and
transmission systems reliable.
The annual financial audit was conducted by Brady, Martz and Associates
P.C., the independent auditors retained
by the board of directors. The auditors
indicate that the financial statements
fairly present, in all material respects, the
net position of the Agency as of Dec. 31,
2014, and the results of its operations and
its cash flows for the year ended in accordance with generally accepted accounting
principles. Following pages included in
this Annual Report include the Management’s Discussion and Analysis, containing highlights of the balance sheet and
financial statements, which are to be read
in conjunction with the Auditor’s Report.
This Annual Report contains a broad

Dalene Monsebroten

Secretary-Treasurer

discussion of financial and operating information along with other highlights from the
year. I encourage you to review the report
in its entirety.
Our continued relationships with the
NMPA participants and our operating
agent, Minnkota, are greatly appreciated.
We strive to sustain the success of serving
together to supply the electrical needs of
our region’s businesses and citizens.
Sincerely,
Dalene Monsebroten
Secretary-Treasurer
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is receiving through its Joint System arrangement with Minnkota.

Performance report

Outage/ Performance Report

E

mployees and specialized contractors worked long hours to bring the
electrical generating plant back
online after a Dec. 4 incident inside the
facility near Beulah, N.D. The 427-megawatt plant, which was offline for 18 days,
sustained major damage to a boiler feed
pump turbine as well as fire damage to
the roof, structural steel, cabling and other
equipment near the failed pump.
No one was hurt in the early-morning
incident, but the plant continues to operate
with limited output. As a result, NMPA is
receiving about 60 percent of its usual
Coyote Station energy allocation through
fall 2015, or longer.
Plant officials are in the process of
getting a boiler feed pump built to replace
the damaged one. Unfortunately, the feed
pump is not off-the-shelf equipment.
The cause of the incident was a series
of valve failures, along with the right operating conditions.
“The event resulted in severe mechanical damage to the turbine, which then
caused oil and steam leaks,” said Brad
Zimmerman, plant manager. “Those leaks
stemmed an oil fire, which caused severe
damage to the building, roof, nearby
equipment and wiring located below. The
most important part of the event was that
no one was injured.”
Zimmerman said the Coyote Station
8
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and its owners had a lot of people to thank
for their help with the incident.
“Responses from Coyote personnel,
the Beulah Fire Department, the Hazen
Fire Department, the Zap Fire Department, Dakota Westmoreland mine personnel and Dakota Gasification Company
Synfuels plant personnel were amazing,”
he said. “Fire crews and Coyote personnel
worked for 12 hours to stabilize the situation. In the next 18 days, Coyote Station
crews and numerous contractors worked
tirelessly to establish the unit back to the
point of being able to run the unit at 60
percent load.
“Their efforts were amazing, and truly show the grit and
resiliency of our employees.”
Damage to the plant resulted in an economic impact for
the NMPA. The Coyote plant
had been down completely until
returning to just more than half
load around Christmastime.
Until the boiler feed pump
is replaced, the Joint System
is receiving about 72 MW of
generation from the Coyote Station. At full
Coyote plant shutdown, NMPA loses 128
MW of generation and at 50 percent run
capacity the generation falls to 64 MW.
Helping to offset the loss of Coyote
generation is the additional energy NMPA

“The Coyote plant had a solid year
up until the boiler feed pump failure,” said
Zimmerman. “It was not a year of setting
records, nor a year of troubles.”
Despite the boiler feed pump failure as
well as fire damage to the roof, structural
steel, cabling and other equipment, the
Coyote Station had some highlights,
including two months of 100 percent availability.
The generation numbers were strong
in 2014. Net generation was 2.7 million
megawatt-hours (MWh), compared with
the goal of 2.6 million. Gross generation
was 2.9 million MWh, compared with the
goal of 2.8 million MWh.
Because of planned and forced outages, June and December numbers suffered. They were the only months under
85 percent availability. June’s availability
was 65.3 percent and December’s availability was 40 percent.
Zimmerman said the plant was under
budget in both capital and operations and
maintenance expenditures.
Safety had another strong year, with
three OSHA recordable
accidents and no lost-time
accidents. The last lost-time
accident was in 2000. Plant
personnel have gone well
more than 2.3 million manhours without a lost-time
accident.
“We had a very good
safety year, but as always,
we continue to strive for
improvement,” Zimmerman
said. “We have many new employees
and movement has been fast. Because of
this we have refocused and put an extra
emphasis on employee training, updating
procedures and safety awareness.”

Engineering Report
The 1981, 1985, 1989, 1992, 1997, 1998, 2002, 2007, 2008, 2009,
2010 and 2013 Bond Prospectus contain projections 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 fiscal year projections.
The actual system peak of 97,665 kilowatts (kW) is only 641
kW less than that of the 2013 yearly peak of 98,306 kW. The corresponding 2014 kWh energy sales total of 473,190,801 kWh is
18,801,806 kWh less than the 491,992,607 kWh sold in 2013. Two
major factors contributed to these changes:
• The Agency had transitioned to a calendar monthly power billing
schedule during 2013. A “catch-up” billing was issued at the end
of 2013 from Dec. 20, 2012, through Dec. 31, 2013, resulting
in additional system energy sold of 18,916,054 kWh. This will
impact year-to-year comparisons over the 2012 to 2014 time
period.
• 2014 heating degree days decreased slightly or 2.9 percent over
2013. The annual average heating degree days since the Coyote
Station began operations (1982-2014) is 9,636 degree days with
2014 registering 10,060 degree days or 4.4 percent above the
32-year average. The normal heating months of October through
March saw 10.2 percent higher heating degree days than that
same period of 2013.
The Coyote Station was operated during 2014 by participating
owner, Otter Tail Power Company. Monthly reports are issued to all
owners on incurred operating costs, inventory activity and capital
expenditures. Operating costs for the year ending Dec. 31, 2014,
totaled $67,577,985, with the Agency share totaling $20,379,518,
or an average cost of 24.53 mills per kWh. The average cost of net
energy production for the total plant fell to 24.62 mills per kWh from
25.78 mills per kWh in 2013. This reflects a decrease in average
cost of net energy production of 4.51 percent.
The average power cost per kWh continues to remain stable
due to controlling load demand, improving plant efficiency, as well
as the effects of refinancing during 1985, 1989, 1992, 1997, 1998,
2007, 2009 and 2010, and continued innovative Wholesale Power
Pricing policies.

During 2014 the Agency participants’ wholesale cost of power
(average cost per kWh) increased 2.20 mills or 3.2 percent from
68.93 mills in 2013 to 71.13 mills in 2014. All 12 NMPA participants
experienced individual average wholesale power cost increases
ranging from 0.66 to 3.40 mills/kWh.
Production in the Coyote Station facility was impacted due to
both scheduled and nonscheduled outages in 2014. A forced outage due to a failure in a boiler feed pump turbine on Dec. 4, 2014,
resulted in a facility outage for 18 days. Scheduled maintenance
along with the forced outage in December 2014 resulted in a 2014
availability factor of 85.9 percent (7,526 hours). By comparison the
average yearly availability over the past 20 years is 87.0 percent.
The 2014 availability factor is 1.3 percent below the 20-year
average. Gross generation increased by 104,444 megawatt-hours
(MWh) or 3.7 percent above that of 2013, resulting in a capacity
factor of 73.2 percent.
The funds advanced by NMPA during 2014 for the operation of the Coyote Station equaled $22,387,873 of the total of
$74,200,000 funds advanced by the entire group of Station owners.
NMPA participants contributed $33,538,804 in revenue of the total
of $57,777,997 in revenue derived to offset NMPA’s share of the
cost of owning and operating the Coyote Station, the cost of the
load-ratio share of the Minnkota Power Cooperative transmission
system, and the cost of internal Agency administrative expense.
The Power Supply Coordination Agreement between Minnkota
Power and NMPA provides for capital credits to be allocated
to the Agency whenever such credits are allocated to other
Minnkota Power members. For 2014 the total Minnkota Power
operating margin was $7,500,000 less the nonoperating margin
of $7,273,830 leaving a total net operating margin of $226,170.
Minnkota Power’s policy relative to allocation of margins is that
margins received from operations, provided there are no accumulated prior years’ operating losses, are to be allocated back to
patrons. In 2011 the cumulative operating loss dating back to 2003
was retired, enabling the 2014 net operating margin of $226,170 to
be allocated. The Agency’s share was $24,748.
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Hawley rolls out red carpet,
reels in businesses

A

Businesses have moved in, expanded and
built new buildings in Hawley.

10

2014 ANNUA L RE PORT

bout eight years ago a business
group in the city of Hawley, Minn.,
started an advertising campaign
called “Hawley Would,” a homophonic play
on Hollywood.
“Hawley Would be a great place to live
and work!” one billboard said.
Apparently not a bad place to have a
business, either. The city of Hawley has
been bustling with construction activity the
past few years, and the growth has been
reflected in increased energy sales for
Hawley Public Utilities.
Businesses have moved in, expanded
and built new in the past couple of years
in the eastern Minnesota community along
U.S. Highway 10 that sits conveniently
halfway between expanding Fargo-Moorhead and the lakes country of Detroit
Lakes.
“The interesting thing is people talk
about the growth because they see it right
now, and I tell them I have been working on it for two years,” said Lisa Jetvig,
Hawley clerk-treasurer. “So now is the
easier time for the staff at City Hall, and
it’s exciting to see the growth.”
“Realistically, we probably get eight
calls for every one development that actually happens in town. There are always
people looking. It’s being in the right place
at the right time and being able to offer
what they need.”
That’s how the city landed Cretex
Concrete Products, which manufactures
concrete culverts, concrete manholes and
box culverts in south Hawley. With plant
locations in Fargo and Grand Forks landlocked, the company decided to build in
Hawley and begin to close plants in Grand
Forks and Fargo.
Cretex’s Hawley plant began produc-

tion in August 2014. The company took
advantage of some incentives and bought
80 acres in Hawley, 25 of which are
currently stabilized. It plans to stabilize another 10 acres for inventory ground soon.
Why Hawley?
“Tax breaks,” said Chad Lilleberg,
plant manager. “We wanted to get away
from the middle of Fargo, where we were
positioned. We looked at some property
in Fargo. We looked north of Fargo and
there wasn’t the natural gas supply that
we needed at those locations. We met
with Hawley and they kind of rolled out the
red carpet.”
In addition to supplying both electric
and natural gas service, which is used in
Cretex’s curing operation, Hawley is close
to materials the company needs in its
production process – aggregate – with pits
in Glyndon and Rollag.
Cretex has brought 35 jobs into the
community, and Lilleberg said he hopes to
hire another 10 to 15. The seasonal jobs
run from March through December.
“The city of Hawley really says that
our workforce comes from the east side
of Detroit Lakes, all the way to the west
side of Hawley, with the idea that those
are the folks who jump on Highway 10 and
travel to Fargo-Moorhead to work every
day of the week,” Jetvig said. “For a lot of
the people who live down by the lakes or
out on a farmstead, they really value their
time, so if they can cut their commute and
be closer, that would be a great thing.”

All-around growth

The year 2014 was a good one for
Hawley. There was $11.1 million in new
construction of commercial and industrial
properties for an overall growth of 3.7 per-

Top left: Dollar General is a new store on the
south side of Hawley. Bottom left: The AmericInn, which features a pub, provides a muchneeded year-round hotel. Right: A culvert is
ready to come out of a mold at Cretex Concrete Products, which does concrete culverts,
concrete manholes and box culverts.

cent. In addition, there was a 16.4 percent
increase in Hawley’s estimated market
value (now $131 million) and growth of
5.7 percent in new residential property
construction.
Minnkota Power Cooperative, on
behalf of NMPA, completed a capacity
increase at the Hawley Municipal substation in 2014 to support the growth.
Jerald Pederson, Hawley Public
Utilities commissioner and president of
the NMPA board, said the city’s location
attracts both residential and commercial/
industrial developers.
“It’s along Highway 10,” he said. “We
have pretty good infrastructure. We had
been concentrating on the residential development pretty much and all of a sudden
these commercial people came in. . . . And
it just kind of took off.”
The residential growth is primarily
in the Prairie Hills Estates development.
Pederson said about 50 new homes have
been built in the last seven to eight years.
In addition, a 34-unit apartment complex opened on the west side of Hawley
on April 1.

Other businesses invest in Hawley

Several other businesses have either
built new or expanded in Hawley.
Eight local investors built a 42-room
AmericInn Hotel & Suites on the south
side of town near Cretex. The hotel
features a modern look, complete with
a small beer and wine pub, indoor pool
and exercise room. A location had been
selected for another hotel by a different
group several years ago. But they have
not moved forward with the development.
So Hawley finally has a year-round
hotel.

“It’s done up really nice,” said Don
Martodam, who sits on the Public Utilities
Commission. “They have stone and a fireplace. It’s really a nice addition, because
it’s a real upgrade to the community. To
have a nice hotel, we’ve never had one.”
With all the construction in the area
and visibility along busy Highway 10, the
hotel is meeting projections. The annual
Western Minnesota Steam Threshers
Reunion in nearby Rollag fills up some
rooms, as does the Hawley Rodeo Fest,
weddings and Hawley school events.
In addition to the hotel, a Dollar General store has opened, RDO Equipment
has built a new multi-million dollar building
and Rapat Corporation, conveyor and bulk
material handling specialists, continues to
expand.
RDO Equipment, the local John Deere
implement, has been a fixture in the community for more than 50 years. Its new
45,000-square-foot building, which opened
in August 2014, has 32-foot vaulted
ceilings and gives the company more visibility along Highway 10. RDO outgrew its
former location.
Those are among the highlights of a
busy 2014 construction season.
“It’s just kind of all hit at the same
time,” said Kevin Berg, Hawley Public Utilities superintendent.

Berg and Martodam both said the
Hawley school is a drawing card in the
recruitment of businesses and families.
“We have a sports reputation as good
as anybody’s anywhere, and we have a
music reputation as good as anybody’s
anywhere,” Martodam said. “Then we
have quality education. Graduating from
Hawley means something. It’s a check in
the right place.”

Minnkota Power Cooperative crews, on behalf
of NMPA, work on the Hawley Municipal substation while completing a capacity increase
to support load growth in the city.
2014 ANNUA L RE PORT
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The new LED lights
shine
in the background
of the
a SuperOne store in

New grocery store a hit in Roseau
Group takes advantage of PowerSavers
program incentives in store renovation

W

Gary Grondahl, store
manager, says SuperOne
has been well-received
by the community.

12
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hen some Miners arrived in Roseau earlier this
year, they dug in and went to work, leaving
nothing unturned in the former Doug’s Supermarket.
A new, modern color scheme. A significant amount
of up-to-date flooring. All refurbished or new, efficient
display cases. All new, efficient lighting. Several new,
up-to-date food preparation equipment pieces. You
name it, Miner’s Inc., new owner and operator of the
grocery store, either replaced or refurbished it in
the building alongside Minnesota State Highway
11.
The saying goes that you have to spend
money to make money, and that appears to be
the case with the creation of SuperOne Foods,
which is served by Roseau Municipal Utilities.
“This is definitely the biggest change in the
building in the time I have lived here,” said SuperOne customer Jay Ostgaard of Roseau. “It’s got
more of a modern look.”
SuperOne Foods is the name on the building that
once housed Doug’s Supermarket. The U-Save gro-

cery store, owned by Miner’s, and Doug’s Supermarket, owned by Lindner-Hagen Enterprises, became
one, owned and operated by Miner’s, during a market
consolidation in March.
Early indications are that the new store, which
opened as SuperOne on April 22, 2014, has been a
hit. The remodeling work was done from April through
July 2014.
“Since the remodel, we’ve exceeded the sales
of the two stores combined,” said Gary Grondahl,
SuperOne Foods store manager. “It’s really been wellreceived by the community.”
Business has been booming.
“Basically from open to close we’re packing them
in,” Grondahl said.
As he walked attentively, Grondahl pointed out the
new exterior and interior lighting, the new floor on the
west side of the building, the new or renovated dairy,
produce and prepared food cases, the new display
tables, the new colors, additional chicken fryers and
new combo and double rack ovens, among other
things.

SuperOne took advantage of PowerSavers incentives for the remodeling project. Roseau Municipal
Utilities is a participant in the Northern Municipal
Power Agency, which, along with Minnkota Power
Cooperative cooperatives in Minnesota, created the
PowerSavers conservation improvement program.
Miner’s received a rebate of $22,263. Through upgrades in lighting and refrigeration, SuperOne Foods
is expected to see an energy savings of 294,390
kilowatt-hours per year. The lighting savings, which
produced a rebate of $18,613, are 182,278 kWh and
the refrigeration savings, which produced a rebate of
$3,650, are 112,112 kWh.
“It reduces energy costs, which is a big concern
for our company – to save some money,” said Mark
Heehn, construction and facility manager for Miner’s,
located in Hermantown, Minn.
The improvements also will increase the longevity
of the equipment, he said. Because of the longevity
of the equipment, there is a maintenance savings as
well. Though they cost more, the new LED lights have
a five-year warranty and use less energy. As a result,
the lighting package will have a payback period of
less than three years.
Refrigeration changes include better insulation,
door heaters that run only when needed, the inside
temperature being monitored and high efficiency fan
motors drawing less power. There is even a way to
diagnose where a refrigeration problem is before a
repairman arrives.
Heehn said the LED lights and the new doors on
the cases allow SuperOne Foods to save a significant
amount of energy.
“We are using less power now with all the additions than we did before we started,” he said.
Ray King, assistant store manager, was the store
manager at U-Save, which had a 12,800-square-foot
building. He said he appreciates the 34,000-plussquare-foot SuperOne building, and that he’s amazed
at how well the employees from Doug’s and U-Save
melded to run a successful store.
“When they bought the store, I never dreamt they
had this kind of restore in mind,” Grondahl said.

Bagley, Warren have strong CIP numbers

The cities of Warren and Bagley had solid numbers in the PowerSavers conservation improvement
program in 2014.
Bagley had kilowatt-hour (kWh) savings of

299,711 and paid out $28,683 in incentives. Leading the
way were Kubiak’s Family Foods and the Bagley School
District.
The school district will have 178,679 kWh in annual
savings after installing lighting and variable frequency
drives. The district received $15,464 in incentives. Kubiak’s will realize a savings of 36,026 kWh after installing
lighting. It received $1,974 in incentives.
The school district took advantage of PowerSavers
during a big remodeling project. Kubiak’s installed some
T8 lamps that provide light for the store. It also installed
LED case lighting for the freezers/coolers.
“We have a pretty small base to draw from,” Bagley
Public Utilities Superintendent Mike Jensen said, “so it’s
hard to find opportunities. It’s good to work with customers so they can use it.”
Warren had kWh savings of 237,248 and paid out
$17,580.04 in incentives. Leading the way were Nordic
Fiberglass, Warren Auto Repair and Dale’s Foods.
Dale’s Foods had
kWh savings of 103,928
and was paid $4,166.54
in incentives after some
cooler/freezer and lighting
upgrades. Warren Auto
Repair had kWh savings
of 10,220 and was paid
$935 in incentives after
New display tables house a good selection of produce.
doing lighting upgrades.
Nordic Fiberglass had
kWh savings of 38,786
and was paid $2,160
after putting in variable
frequency drives.
“It was a good year,”
said Annette Maurstad,
Warren administrative
The new or upgraded display case windows are more
assistant. “I have to
energy efficient.
give a lot of credit to the
electricians and plumbers in town here. They promoted it
a lot. They’ve been really good about letting the customers know on stuff like that. And we put it on our webpage
and Facebook page.”
Other cities with strong CIP numbers included Fosston (196,235 kWh savings, $15,706.50 incentives paid);
Hawley (286,398 kWh, $19,300); Roseau (1,108,523
kWh, $91,327.72); and Thief River Falls (484,236 kWh,
$53,653.40).
2014 ANNUA L RE PORT

13

Coyote Operating Statistics
2014

2013

2012

Hours of Operation		

7,526

7,064

6,294

Hours of Outage		

1,234

1,696

2,490

Plant Availability (Percent)		

85.9

80.6

71.7

Gross Generation – Total (MWh) 		

2,916,151

2,811,707

2,439,767

Net Generation – Total (MWh)		

2,745,040

2,650,881

2,298,436

Fuel Burned – Coal (Tons)		

2,248,483

2,105,090

1,823,960

Fuel Burned – Fuel Oil (Gallons)		

442,815

356,842

240,172

Fuel Cost – Coal ($/Ton)		

20.42

22.15

19.97

Fuel Cost – Fuel Oil ($/Gallon)		

3.15

3.23

3.24

Fuel Cost (Mills/kWh)		

17.2

18.0

16.2

Total Production Cost (Mills/kWh)		

24.7

25.8

27.0

Power Sources and Energy Sales
2014

NMPA Coyote Net Generation Delivered (kWh)		 830,853,462
Energy Sales: (kWh)
  Municipal Participants		 473,190,801
   Minnkota Power Cooperative, Inc.
    and Other Public Authorities		 357,662,661
830,853,462

14

2014 ANNUA L RE PORT

2013

2012

811,475,356

705,409,819

491,992,607

448,941,551

319,482,749

256,468,268

811,475,356

705,409,819

Wholesale Power Costs
			
		
No. of
Population
City
Customers

Amount
Purchased
(kWh)

Cost of
Power
w/Levy

Mills/kWh
w/Levy

Bagley

1,416

769

27,690,504

$1,936,600

69.94

Baudette

1,101

729

22,469,816

1,566,395

69.71

Fosston

1,529

893

36,163,864

2,484,859

68.71

Grafton

4,324

2,164

59,794,428

4,277,414

71.54

Halstad

598

320

9,804,619

705,358

71.94

Hawley

2,067

1,113

21,882,059

1,583,283

72.36

Park River

1,403

784

21,220,248

1,611,414

75.94

Roseau

2,855

1,316

42,201,141

3,129,345

74.15

Stephen

663

388

9,317,755

679,489

72.92

Thief River Falls

8,716

4,787

145,669,640

10,590,411

72.70

Warren

1,563

787

19,562,391

1,499,550

76.65

Warroad

1,781

888

57,414,336

3,592,984

62.58

TOTALS

28,016

14,938

473,190,801

$33,657,102

71.13

Financial Coverage Ratios
City

2014

2013

2012

2011

2010

Bagley
Baudette
Fosston
Grafton
Halstad
Hawley
Park River
Roseau
Stephen
Thief River Falls
Warren
Warroad
Average

1.11
1.30
1.15
1.10
1.06
1.13
1.16
1.31
1.19
1.15
1.13
1.29
1.17

1.03
1.49
1.23
1.19
1.24
1.14
1.22
1.29
1.21
1.06
1.04
1.14
1.19

1.04
1.51
1.19
1.18
1.25
1.12
1.18
1.31
1.17
1.04
1.02
1.08
1.18

1.01
1.59
1.23
1.17
1.20
1.15
1.21
1.25
1.17
1.07
0.79
1.09
1.16

1.11
1.44
1.15
1.12
1.32
1.19
1.19
1.34
1.28
1.13
1.58
1.22
1.26

NMPA

1.22

1.24

1.14

1.14

1.14

(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.)
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Management Discussion
Financial Statement Overview

This discussion and analysis of Northern Municipal Power Agency’s (Northern) financial performance provides an overview of Northern’s activities for the fiscal years ended December 31, 2014 and 2013. The information presented should be read in conjunction with
the basic financial statements and the accompanying notes to the financial statements.
The basic financial statements are prepared on the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America. Northern’s basic financial statements include the statements of net position, the statements of
revenues and costs, and the statements of cash flows.
The statements of net position provide information about the nature and amount of assets and obligations (liabilities) of Northern
as of the end of the year. The statements of revenues and costs report revenues and expenses for the current year. The statements of
cash flows report cash receipts, cash payments, and net changes in cash resulting from operating, capital and related financing activities, and investing activities.

Financial Highlights

The following table summarizes the financial position of Northern as of December 31:

Condensed Statements of Net Position

					 2014 vs 2013
				
Dollar		Percent
2014
2013
2012
Change 		
Change

Net Utility Plant
$ 160,521,964		
$ 178,311,778		
$ 197,196,183		
$ (17,789,814 )
Current Assets 		 80,335,696			 80,699,320			 53,479,967 		 (363,624 )
   Total Assets
$ 240,857,660		
$ 259,011,098		
$ 250,676,150
$ (18,153,438 )

(10.0 ) %
(0.5 ) %
(7.0 ) %

Current Liabilities
$ 32,112,660		
$ 29,251,098		
$ 30,286,150		
$ 2,861,562		
Revenue Bonds 		 208,745,000			 229,760,000			 220,390,000			 (21,015,000 )
   Total Liabilities 		 240,857,660			 259,011,098			 250,676,150			 (18,153,438 )

9.8		 %
(9.1 ) %
(7.0 ) %

Net Invested in Capital Assets		 (69,238,036 )		 (70,528,222 )		 (41,328,817 ) 		 1,290,186		
Restricted by Bond Agreements 		 64,307,988			 63,091,472			 17,445,867 		 1,216,516		
Unrestricted 		 4,930,048			 7,436,750			 23,882,950 		 (2,506,702 )
   Total Net Position 		
0			
0			
0			
0		
$ 240,857,660		
$ 259,011,098		
$ 250,676,150
$ (18,153,438 )
   Total Net Position and Liabilities

1.8		
1.9		
(33.7 )
0.0		
(7.0 )

%
%
%
%  
%

Condensed statements of net position highlights are as follows:
• Net utility plant decreased by approximately $17.8 million. Net utility plant includes Northern’s 30% share of the Coyote generating
station and Northern’s approximate load-ratio share of the related transmission system. The $17.8 million decrease in net utility
plant is mainly due to an additional year’s depreciation offset by property additions.
• Current assets decreased by approximately $0.4 million. Current assets include cash, investments and accounts receivable. The
decrease is primarily related to the use of construction funds to finance transmission property additions.
• Current liabilities increased by approximately $2.9 million primarily due to an increase in the accounts payable to Minnkota Power
Cooperative, Inc. (Minnkota). This increase was related to more Northern costs being covered by revenue from Minnkota under the
Power Supply Coordination Agreement and an increase from the prior year in joint system transmission property additions.
• Revenue bonds, net of current maturities, decreased by approximately $21.0 million. The decrease is due to scheduled bond
principal payments made in 2014.
16
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The following table summarizes the changes in financial position of Northern for the years ended December 31, 2014 and 2013:
Condensed Statements of Revenues and Costs

					 2014 vs 2013
				
Dollar		Percent
2014
2013
2012
Change 		 Change

Revenues

$ 57,777,997		

$ 54,986,308		

$ 58,429,303		

$ 2,791,689		

5.1 %

Operating Costs
$ 46,285,212		
$ 43,739,157		
$ 46,431,689
$ 2,546,055		
Interest 		 11,492,785			 11,247,151			 11,997,614 		
245,634		
   Total Costs
$ 57,777,997		
$ 54,986,308		
$ 58,429,303
$ 2,791,689		

5.8 %
2.2 %
5.1 %

Condensed statements of revenues and costs highlights are as follows:
• Total revenues increased by $2.8 million. Revenues from Participants decreased $0.3 million while revenues from Minnkota were
up by $2.6 million in 2014. Revenues from Minnkota were up primarily due to there being more Coyote plant costs in 2014 for
Minnkota to cover under the Power Supply Coordination Agreement. Per this Agreement, Minnkota purchases all capacity and
energy in excess of Northern’s requirements at a cost to satisfy Northern’s revenue requirements. Revenues from Exempt Sales
to Public Authorities and Other Income increased by $0.5 million.
• Total operating costs increased by over $2.5 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. Depreciation expense increased $2.0 million due to higher bond principal payments. Operation and
maintenance expense increased by $1.1 million, while fuel decreased by $0.6 million.
• Interest expense increased by $0.2 million in 2014.

Debt Administration

As of December 31, 2014, Northern had debt outstanding of approximately $229.8 million, a decrease of approximately $19.1 million
from December 31, 2013. Northern made scheduled bond principal payments of $19.1 million on January 2, 2014. Northern bonds have
an “A-” rating from Standard & Poor’s and an “A3” 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 considerable 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.
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Statements of Net Position
As of December 31, 2014 and 2013

Assets

    2014

UTILITY PLANT

Plant in Service
$
Transmission System
    Total Utility Plant
$
Accumulated Depreciation		
   Net Utility Plant
$

CURRENT ASSETS

	  2013  

352,334,517		
$
48,327,577			
400,662,094		
$
(240,140,130 )		
160,521,964		
$

350,174,331
47,262,577
397,436,908
(219,125,130 )
178,311,778

Cash
$	   275,900		
$	 273,921
Investments – Unrestricted		
6,919,440			
7,346,644
Investments – Restricted		
70,044,038			
68,791,889
Accounts Receivable – Participants		
3,096,318			
4,286,866
   Total Current Assets
$
80,335,696		
$
80,699,320

TOTAL ASSETS

$

240,857,660		

$

259,011,098

$

208,745,000		

$

229,760,000

275,900		
$
5,085,710			
5,736,050			
21,015,000			
32,112,660		
$

273,921
4,196,760
5,700,417
19,080,000
29,251,098

Liabilities and Net Position
REVENUE BONDS, Net of Current Maturities
CURRENT LIABILITIES

Accounts Payable
  Participants
$
   Minnkota Power Cooperative, Inc.		
Accrued Interest		
Current Maturities of Revenue Bonds		
   Total Current Liabilities
$

TOTAL LIABILITIES

$

NET POSITION

$

259,011,098

Net Investment in Capital Assets
$
Restricted by Bond Agreements		
Unrestricted		
    Total Net Position
$

(69,238,036 )
$
64,307,988			
4,930,048			
0		
$

(70,528,222 )
63,091,472		
7,436,750
0

TOTAL LIABILITIES AND NET POSITION

240,857,660		

259,011,098

$

See Notes to Financial Statements.
18

240,857,660		

2014 ANNUA L RE PORT

$

Statements of Revenues and Costs
For the years ended December 31, 2014 and 2013

	  2014		    
2013   
REVENUES
Participants
$
Minnkota Power Cooperative, Inc.		
Exempt Sales to Public Authorities and Other Income		
   Total
$

33,538,804
$
9,950,302		
14,288,891		
57,777,997
$

33,791,498
7,354,944
13,839,866
54,986,308

COSTS

Plant Operations
  Fuel
$ 14,005,157
$
   Operation and Maintenance		
8,382,716		
Transmission Operations		
2,433,317		
Administrative Expense
449,022		
Depreciation		 21,015,000		

14,615,356
7,270,859
2,323,331
449,611
19,080,000

   Total

43,739,157

$

46,285,212

$

Interest		 11,492,785		 11,247,151
   Total
$ 57,777,997
$ 54,986,308

See Notes to Financial Statements.
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Statements of Cash Flows
For the Years Ended December 31, 2014 and 2013

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Participants
$
Receipts from Minnkota Power Cooperative, Inc.		
Receipts from Other Public Authorities		
Receipts from Others		
Receipt of Interest		
Payments for Fuel		
Payments for Operation and Maintenance		
Payments for Transmission Operations		
Payments for Interest		
Payments for Administrative Expense		
   Net Cash Provided (Used) By Operating Activities
$
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Proceeds from Issuance of Bonds
$
Premium Received on Bonds Issued		
Principal Paid on Debt		
Addition to Utility Plant		
   Net Cash Provided (Used) By Capital		
   and Related Financing Activities
$
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Sale of Investments
$
Purchase of Investments		
   Net Cash Provided (Used) By Investing Activities
$

2013

34,847,650		
$
9,122,167			
13,566,026			
278,911			
90,555			
(14,005,157 )		
(8,382,716 )		
(2,433,317 )		
(11,457,154 )		
(447,042 )		
21,179,923		
$

32,524,706
5,662,135
13,431,579
285,399
10,240
(14,615,356 )
(7,270,859 )
(2,323,331 )
(11,545,539 )
(438,465 )
15,720,509

0		
$
0			
(19,080,000 )		
(1,272,999 )		

28,450,000
1,720,254
(18,135,000 )
(1,926,200 )

(20,352,999 )

10,109,054

$

119,847,456		
$
(120,672,401 )		
(824,945 )
$

90,905,473
(116,723,889 )
(25,818,416 )

INCREASE (DECREASE) IN CASH

$

1,979		

$

11,147

CASH AT BEGINNING OF YEAR

$

273,921		

$

262,774

CASH AT END OF YEAR

$

275,900		 $

273,921

21,015,000		
$
(1,952,187 )		

19,080,000
10,350

1,190,548			
890,929			
35,633			
21,179,923		
$

(1,389,789 )
(1,681,662 )
(298,390 )
15,720,509

CASH FLOWS FROM OPERATING ACTIVITIES
Depreciation
$
Deferred Charges		
Change in Current Assets and Liabilities:
   Accounts Receivable		
   Accounts Payable		
Accrued Interest		
  Total
$
See Notes to Financial Statements.
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Independent Auditor’s Report
To the Board of Directors
Northern Municipal Power Agency
Thief River Falls, Minnesota

Report on the Financial Statements

We have audited the accompanying financial statements of Northern Municipal Power Agency, which comprise the statements of net
position as of December 31, 2014 and 2013, and the related statements of revenues and costs, and cash flows for the years then ended,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles 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 financial 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 financial 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 financial statements are free from material misstatement.
An audit includes performing procedures to obtain audit evidence about the amounts and judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial 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 significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the net position of Northern Municipal
Power Agency as of December 31, 2014 and 2013, and the results of its operations and its cash flows 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 16 and 17 be presented to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures 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 financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
BRADY, MARTZ & ASSOCIATES, P.C.
GRAND FORKS, NORTH DAKOTA
March 6, 2015
2014 ANNUA L RE PORT
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Notes to Financial Statements
NOTE 1: ORGANIZATION

Northern Municipal Power Agency (Northern) is a municipal corporation and a
political 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 Cooperative, Inc. As of December 31, 2014, the participants in Coyote No. 1 are as follows:
		
Name
Otter Tail Power Company
Northern Municipal Power Agency
Montana-Dakota Utilities Company
NorthWestern Corporation
Total

Percent of
Ownership
35  
30  
25  
10  
100  

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

NOTE 2: ACCOUNTING POLICIES
Basis of Accounting
Northern maintains accounting records on an accrual basis in conformity with accounting principles generally accepted in the United States of America, as applicable
to governmental entities, including the application of the Government Accounting
Standards Board (GASB) Statement No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, as the guidance relates to regulated operations. The guidance allows for deferral
of revenues and expenses to future periods in which the revenues are earned or the
expenses are recovered through the rate-making process.
Deposits and Investments
Deposits and investments include cash and money market funds. Investments are
reported on fair value based on quoted market prices.
Restricted Investments
Northern’s bond resolution requires the segregation of bond proceeds and prescribes the application of Northern’s revenues. Amounts classified as restricted funds
on the statements of net position represent investments whose use is restricted by bond
resolution. It is Northern’s policy to use restricted resources first for debt service, and
then unrestricted resources as they are needed.
Revenue
Revenues as defined by the Electric System Revenue Bond Resolution are established at amounts sufficient 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 approximate load-ratio share of Minnkota Power Cooperative’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 subdivision of the State of Minnesota.
Net Position
Northern has implemented GASB Statement No. 63, “Financial Reporting of
Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position.”
This statement provides guidance for reporting deferred outflows of resources, deferred
inflows of resources, and net position in accordance with Concepts Statement No. 4,
Elements of Financial Statements.
Recently Issued Accounting Standards
In June 2012, GASB issued Statement No. 68, “Accounting and Financial Reporting for Pensions – an Amendment of GASB No. 27.” Northern will be required to report
a liability for their proportionate share of the net pension liability of the defined benefit
pension plan (Note 7) as well as the related pension expense and any deferred inflows
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or deferred outflows of resources. Northern historically has only included their required
contributions as an expense. Northern will adopt GASB 68 effective January 1, 2015.
Reclassifications
Certain 2013 amounts have been reclassified to conform to the 2014 presentation.

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:
Dec.31
Dec. 31
2014
2013
Unrestricted:
Working Fund
$ 275,900
$ 273,921
Operating Fund		 3,044,085 		 3,471,097
General Reserve Fund		 2,300,230		 2,300,112
Reserve and Contingency Fund		 1,575,125		 1,575,435
   Total Unrestricted
$ 7,195,340
$ 7,620,565
Restricted:
Bond Fund Debt Service Reserve Account
$ 15,751,017
$ 15,753,749
Rate Stabilization Fund		 4,631,212 		 4,630,748
Cost of Issuance Fund		
4,635 		 212,634
2013 Plant Additions Fund		 22,841,054 		 23,410,953
Bond Fund Interest Account		 4,622,061 		 5,701,293
Bond Fund Principal Account		 22,194,059 		 19,082,512
   Total Restricted
$ 70,044,038
$ 68,791,889
$77,239,378
$76,412,454
Total Cash and Investments
The funds consist of $76,963,478 of investment securities and $275,900 of cash
deposits at December 31, 2014, and $76,138,533 of investment securities and $273,921
of cash deposits at December 31, 2013.
As of December 31, 2014, the agency had the following investments:
				
Investment Type
2014 Fair Value

Treasury Money Market
US Treasury
FHL Bank Discount Note
Abbey National Na LLC C P
FNMA
Total Investments

$54,138,120
4,462,000
6,302,761
4,277,795
7,782,802
$76,963,478

2013 Fair Value

$76,138,533
-–
–
–
–
$76,138,533

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 investments 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) Certificates of Deposit.
(e) Bankers Acceptances.
(f) Repurchase Agreements.
Interest Rate Risk
Northern has a formal investment policy that limits investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest
rates.
Northern entered into a Forward Purchase Agreement with Barclays Bank PLC
on May 30, 2014 for investing funds in the bond fund principal and bond fund interest
accounts. The agreement establishes a guaranteed rate of return on the investments
held in the bond fund principal and bond fund interest accounts at 1.405%. The agreement expires on January 1, 2021.

NOTE 5: UTILITY PLANT

Utility plant activity was as follows:

December 31, 2013 and 2012
Beginning			
Balance
Additions
Adjustments

Ending
Balance

Utility Plant as of 12/31/14
$ 350,174,331		 $ 207,999
$ 1,952,187		 $ 352,334,517
Plant in Service
Transmission System		 47,262,577			 1,065,000			
0			 48,327,577
Total Utility Plant 		 397,436,908			 1,272,999			 1,952,187			 400,662,094
Less Accumulated Depreciation 		 (219,125,130 ) 		 (21,015,000 )		
0			 (240,140,130 )
Net Utility Plant
$ 178,311,778		 $ (19,742,001 ) $ 1,952,187		 $ 160,521,964
Utility Plant as of 12/31/13
$ 350,550,936		 $ 1,354,000		 $ (1,730,605 ) $ 350,174,331
Plant in Service
Transmission System		 46,690,377			
572,200			
0			 47,262,577
Total Utility Plant 		 397,241,313			 1,926,200			 (1,730,605 )		 397,436,908
0			 (219,125,130 )
Less Accumulated Depreciation 		 (200,045,130 ) 		 (19,080,000 )		
Net Utility Plant
$ 197,196,183		 $ (17,153,800) $ (1,730,605 ) $ 178,311,778

The Electric System Revenue Bond Resolution requires that revenues equal
costs. At December 31, 2014 and 2013, $2,053,047 and $2,288,148, respectively were
deferred against plant in service.

NOTE 6: REVENUE BONDS

Revenue bonds payable at December 31, 2014 and 2013 are summarized below:
Electric System Revenue Bonds, Series 2007A,		
2014		
2013
Interest 4.125% to 5.00%, Due Annually in Varying
Amounts from January 1, 2015 through
January 1, 2031		 28,485,000		 28,885,000
Electric System Revenue Bonds, Series 2008A,
Interest 5.00%, Due Annually in Varying Amounts
from January 1, 2015 through January 1, 2021		 62,275,000		 62,275,000
Electric System Revenue Bonds, Series 2008,
Interest 5.82%, Due January 1, 2017		 21,955,000		 24,175,000
Electric System Revenue Bonds, Series 2009A,
Interest 5.00%, Due Annually in Varying Amounts
from January 1, 2015 through January 1, 2016		 33,820,000		 50,140,000
Electric System Revenue Bonds, Series 2010A-1,
Interest 2.50% to 5.00%, Due Annually in Varying
Amounts from January 1, 2015 through January 1,
2020		46,220,000		46,360,000
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
Electric System Revenue Bonds, Series 2013A,
Interest 4.13% to 5.00%, Due Annually in Varying
Amounts from January 1, 2023 through January 1,
2031		26,155,000		26,155,000
Electric System Revenue Bonds, Series 2013B,
Interest 4.35%, Due January 1, 2022		 2,295,000		 2,295,000
$ 229,760,000

Totals

$ 248,840,000

Revenue bond debt service requirements to maturity are as follows:
Principal

Interest

Total

2015
$ 21,015,000
$ 11,472,099
$ 32,487,099
2016		20,790,000		10,403,520		31,193,520
2017		24,150,000		 9,383,629		33,533,629
2018		24,325,000		 8,035,826		32,360,826
2019		24,980,000		 6,823,820		31,803,820
2020-2024		74,460,000		17,517,248		91,977,248
2025-2029		27,295,000		 6,835,455		34,130,455
2030-2031		12,745,000		 918,075		13,663,075
Total
$ 229,760,000
$ 71,389,672
$ 301,149,672
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, 2014 and 2013 was
as follows:
Beginning
Balance

Long-term liabilities as of
Dec. 31, 2014 revenue bonds
Long-term liabilities as of
Dec. 31, 2013 revenue bonds

Net
Additions

Net
Reductions

Ending
Balance

$ 248,840,000

$

0

$ (19,080,000)

$ 229,760,000

$ 238,525,000

$ 28,450,000

$ (18,135,000)

$ 248,840,000

NOTE 7: DEFINED BENEFIT PENSION PLAN
Plan Description
All employees of Northern are covered by defined benefit plans administered by
the Public Employees Retirement Association of Minnesota (PERA). PERA administers
the General Employees Retirement Fund (GERF), which is a cost-sharing, multipleemployer retirement plan. The plan is established and administered in accordance with
Minnesota Statutes, Chapters 353 and 356.
GERF members belong to the Coordinated Plan and are covered by Social Security.
PERA provides retirement benefits as well as disability benefits to members, and
benefits to survivors upon death of eligible members. Benefits are established by state
statute, and vest after five years of credited service. The defined retirement benefits are
based on a member’s highest average salary for any five successive years of allowable
service, age, and years of credit at termination of service.
Two methods are used to compute benefits for PERA’s Coordinated Plan members.
The retiring member receives the higher of a step-rate benefit accrual formula (Method
1) or a level accrual formula (Method 2). Under Method 1, the annuity accrual rate for a
Coordinated Plan member is 1.2 percent of average salary for each of the first 10 years
and 1.7 percent for each remaining year. Under Method 2, the annuity accrual rate is 1.7
percent for Coordinated Plan members for each year of service. For all GERF members
hired prior to July 1, 1989 whose annuity is calculated using Method 1, a full annuity
is available when age plus years of service equal 90. Normal retirement age is 65 for
Coordinated members hired prior to July 1, 1989. Normal retirement age is the age for
unreduced Social Security benefits capped at 66 for Coordinated members hired on or
after July 1, 1989. A reduced retirement annuity is also available to eligible members
seeking early retirement.
There are different types of annuities available to members upon retirement. A
single-life annuity is a lifetime annuity that ceases upon the death of the retiree--no
survivor annuity is payable. There are also various types of joint and survivor annuity
options available which will be payable over joint lives. Members may also leave their
contributions in the fund upon termination of public service in order to qualify for a
deferred annuity at retirement age. Refunds of contributions are available at any time to
members who leave public service, but before retirement benefits begin.
The benefit provisions stated in the previous paragraphs of this section are current
provisions and apply to active plan participants. Vested, terminated employees who are
entitled to benefits but are not receiving them yet are bound by the provisions in effect
at the time they last terminated their public service.
PERA issues a publicly available financial report that includes financial statements
and required supplementary information for GERF. That report may be obtained on the
Internet at www.mnpera.org, by writing to PERA at 60 Empire Drive #200, St. Paul, Minnesota, 55103-2088 or by calling (651) 296-7460 or 1-800-652-9026.
Funding Policy
Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions. These statutes are established and amended by the state legislature. Northern
makes annual contributions to the pension plans equal to the amount required by state
statutes. GERF Coordinated Plan members were required to contribute 6.25% of their
annual covered salary in 2014. In 2014, Northern was required to contribute 7.25% of
annual covered payroll for Coordinated Plan members. Northern’s contributions to the
Public Employees Retirement Fund for the years ended December 31, 2014, 2013 and
2012 were $12,967, $12,683, and $12,434, respectively. Northern’s contributions were
equal to the contractually required contributions for each year as set by state statute.

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, 2014 and 2013, Reserve and Contingency Fund assets were
$1,575,125 and $1,575,435, respectively. There were no outstanding or unpaid claims
as of December 31, 2014 and 2013.
Northern continues to carry commercial insurance for other risks of loss, including
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 fiscal 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.
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