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Independent Auditors' Report 

To the Board of Commissioners of 
Michigan Public Power Agency 

Opinions 

We have audited the financial statements of the business-type activities and each major fund of the 
Michigan Public Power Agency (Agency), as of and for the year ended December 31, 2022 and the related 
notes to the financial statements, which collectively comprise the Agency's basic financial statements as listed 
in the table of contents.  

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the business-type activities and each major fund of the Agency as of December 31, 2022 and the 
changes in financial position and cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America. 

Basis for Opinions 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America (GAAS). Our responsibilities under those standards are further described in the Auditors' 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of the Agency and to meet our other ethical responsibilities, in accordance with the relevant 
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinions. 

Emphasis of Matter 

As discussed in Note 13 to the financial statements, the statement of net position as of December 31, 2021 
has been restated to correct a material misstatement that only affected the balance of capital assets and 
related accumulated depreciation and did not impact net position. Our opinions are not modified with respect 
to this matter. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in accordance 
with accounting principles generally accepted in the United States of America; and for 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. 

In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the Agency's ability to continue as a 
going concern for twelve months beyond the financial statement date, including any currently known 
information that may raise substantial doubt shortly thereafter. 

Baker Tilly US, LLP, trading as Baker Tilly, is a member of the global network of Baker Tilly International Ltd., the members of which 
are separate and independent legal entities. © 2020-2022 Baker Tilly US, LLP
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Auditors' Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error and to issue an auditors' report that includes our 
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is 
not a guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement 
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the 
override of internal control. Misstatements are considered material if there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the 
financial statements. 

In performing an audit in accordance with GAAS, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error and design and perform audit procedures responsive to those risks. Such procedures 
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial 
statements. 

 Obtain an understanding of internal control relevant to the audit 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 Agency's internal control. Accordingly, no such opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that 
raise substantial doubt about the Agency's ability to continue as a going concern for a reasonable 
period of time. 

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings and certain internal control-related matters 
that we identified during the audits. 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis be presented to supplement the basic financial statements. Such information is the 
responsibility of management and, 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. 
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Supplementary Information 

Our audits were conducted for the purpose of forming opinions on the basic financial statements as a whole. 
The supplementary information as listed in the table of contents is presented for purposes of additional 
analysis and is not a required part of the basic financial statements. Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records used 
to prepare the basic financial statements. The information has been subjected to the auditing procedures 
applied in the audit of the basic financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used to prepare the 
financial statements or to the basic financial statements themselves and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, the 
supplementary information is fairly stated in all material respects, in relation to the financial statements as a 
whole. 

Prior Year Comparative Information 

We have previously audited the Agency's 2021 financial statements prior to the restatement and we 
expressed unmodified audit opinions on the respective financial statements of the business-type activities and 
each major fund in our report dated April 4, 2022. As part of the audit of the December 31, 2022 financial 
statements, we also audited the adjustment described in Noted 13 that was applied to restate the 
December 31, 2021 financial statements. In our opinion, the summarized comparative information presented 
herein as of and for the year ended December 31, 2021 is present fairly, in all material respects.  

Madison, Wisconsin 
April 6, 2023 
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The management of Michigan Public Power Agency (MPPA) offers all persons interested in the 
financial position of MPPA this narrative, overview, and analysis of MPPA’s financial performance 
during the years ended December 31, 2022, and 2021. It should be read in conjunction with 
MPPA’s financial statements and the accompanying notes. 

 

 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This annual report consists of two parts:  Management’s Discussion and Analysis (this section) 
and the basic financial statements. MPPA is a municipal power joint action agency and follows 
proprietary fund reporting; accordingly, the financial statements are presented using the economic 
resources measurement focus and the accrual basis of accounting. Proprietary fund statements 
offer financial information about the activities and operations of MPPA.  

The financial statements are designed to provide readers with a broad overview of MPPA’s 
finances, in a manner like a private sector business. 

MPPA owns and administers eight Projects. Seven Projects provide power supply resources and 
services and one, the General Fund, invests in and manages the infrastructure and systems to 
operate the General Agency. These Projects are:  

 Campbell #3 

 Belle River 

 Combustion Turbine 

 Energy Services 

 Transmission 

 Landfill Renewable Energy  

 AMP Fremont Energy Center (AFEC) 

 General Fund 

 

MPPA has different participating members in each Project who are each responsible for their share 
of all administrative, debt service, and operating expenses.  

Each Project is financially independent from one another, supported entirely by the participating 
members. No monies can be shared between Projects.   

The Statement of Revenues, Expenses, and Changes in Net Position presents information showing 
how MPPA’s net position changed during the most recent year. All changes in net position are 
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing 
of the related cash flows. Thus, revenues and expenses are reported in this statement for some 
items that will only result in cash flows in future fiscal periods. 
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OVERVIEW OF THE FINANCIAL STATEMENTS (cont.) 

The Statement of Cash Flows reports the cash provided and used by operating activities, as well 
as other cash sources such as investment income and cash payments for repayment of bonds and 
capital additions. 

The notes provide additional information that is essential to a full understanding of the data 
provided in the financial statements. The notes to the financial statements can be found beginning 
on page 16 of this report.  

 

 

MPPA FINANCIAL ANALYSIS 

An analysis of MPPA’s financial position begins with a review of the Statement of Net Position and 
the Statement of Revenues, Expenses, and Changes in Net Position report information. These two 
statements report MPPA’s net position and changes therein.  Consideration must be taken when 
evaluating MPPA’s financial position and results of operations when using the financial 
presentations due to the legal separation that must be maintained between projects. However, 
broad patterns and trends may be observed at this level that should lead the reader to carefully 
study the financial statements of each project. 

A summary of MPPA’s Statement of Net Position is presented below in Table 1. The Statement of 
Revenues, Expenses, and Changes in Net Position is summarized in Table 2. 

MPPA uses fund accounting, Federal Energy Regulatory Commission (FERC) accounting and 
special utility industry terminology to ensure and demonstrate compliance with finance-related 
legal requirements. 
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MPPA FINANCIAL ANALYSIS (cont.) 
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MPPA FINANCIAL ANALYSIS (cont.) 

 

 

Campbell #3 Project 

MPPA has a 4.8% undivided ownership share in J.H Campbell Unit #3, a coal-fired electric 
generation resource located in Ottawa County, Michigan. Consumers Energy, a regulated 
operating subsidiary of CMS Energy Corporation, and Wolverine Power Supply Cooperative own 
the remaining shares of the facility. 10 of MPPA’s members participate in this Project. MPPA’s 
2022 share of the Project’s generation was 255,451 MWhs compared with 2021’s generation of 
261,373 MWhs.  The total Project cost, including capital collections, was $46.33/MWh vs 
$54.91/MWh in 2021. Project availability and capacity factor in 2022 was 74.4% and 72.1% 
respectively compared to 75.6% and 73.8% in 2021. 

Belle River Project 

MPPA has a 18.61% undivided ownership share in Belle River Power Plant, a coal-fired electric 
generation resource in St. Clair County, Michigan. DTE Electric, a regulated operating subsidiary 
of DTE Energy, owns the remaining share of the facility. 11 of MPPA’s members participate in this 
Project. MPPA’s 2022 share of the Project’s generation was 1,243,961 MWhs compared with 
2021’s generation of 1,312,641 MWhs.  The total Project cost, including capital collections, was 
$71.24/MWh vs $47.67/MWh in 2021. Project availability and capacity factor in 2022 was 76.9% 
and 61.2% respectively compared to 82.2% and 64.5% in 2021.   
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MPPA FINANCIAL ANALYSIS (cont.) 

 
Combustion Turbine Project 
 
MPPA owns 100% of the Combustion Turbine Project (CT Project), a natural gas fired electric generation 
resource located in Kalkaska County, MI. Five of MPPA’s members participate in this Project.   Project 
generation in 2022 was 43,487 MWhs compared with 2021’s generation of 52,940 MWhs.  Project 
availability and capacity factor in 2022 was 86.0% and 9.1% respectively compared to 99.2% and 11.1% in 
2021. 

Energy Services Project 

MPPA owns 100% of the Energy Services Project (ESP). ESP is a contracted power project that executes 
power purchase agreements with wholesale market participants and developers. ESP also provides market 
operation services interfacing participating member load and supply resources in wholesale power markets. 
21 of MPPA’s members participate in this Project.  During 2022, the ESP provided 2,038,917 MWhs of 
energy to its members at an average energy cost of $59.85/MWh compared to 1,943,466 MWhs at an 
average energy cost of $42.39/MWh in 2021.  

Landfill Renewable Energy Project 

MPPA owns 100% of the Landfill Renewable Energy Project. This is a contracted power project where 
MPPA purchases all power supply and renewable energy attributes produced by designated landfill gas 
fueled power generation resources. 14 of MPPA’s members participate in this Project.    During 2022, MPPA 
purchased a total of 132,721 MWhs at an average energy cost of $96.15/MWh compared to 137,667 MWhs 
at an average energy cost of $92.58/MWh in 2021.  

Transmission Project 

MPPA has varying percentages of undivided ownership in designated high voltage electric transmission 
facilities in Michigan. 13 of MPPA’s members participate in this Project.      

AMP Fremont Energy Center Project (AFEC) 

MPPA has a 5.16% undivided ownership share in the Fremont Energy Center, a natural gas fired combined 
cycle electric power generation resource located in Sandusky County, Ohio. American Municipal Power 
(AMP) owns the remaining share of the Project. 13 of MPPA’s members participate in this Project MPPA’s 
2022 share of the Project’s generation was 220,150 MWhs compared with 2021’s generation of 188,786 
MWhs.  The total operating costs for the plant were $68.22/MWh vs $59.16/MWh in 2021. Project 
availability and capacity factor in 2022 was 92.7% and 66.8% respectively compared to 90.4% and 61.3% 
in 2021.   

General Fund  

MPPA’s General Fund manages Agency activities that are not directly tied to a specific project. Member 
dues are based on the annual budgeted operating expenses and capital requirements. 
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MPPA FINANCIAL ANALYSIS (cont.) 

General Fund (cont.) 

The General Fund also includes an overhead contribution from MPPA’s service committees, MMEA 
and Associate Member dues.  The service committees provide a venue for MPPA Members and 
municipal utilities that are not MPPA members to participate in activities that do not require 
financing or the acquisition of assets, including power supply exploration, regulatory compliance, 
and member operations. The service committees are treated as separate sub-accounts under the 
General Fund for accounting purposes. 

 

 

CAPITAL ASSETS 

MPPA’s investment in capital assets as of December 31, 2022, amounts to $192,432,408 (net of 
accumulated depreciation). This investment in capital assets includes investment in plants, 
transmission systems, land, buildings, improvements, machinery, and equipment. See Note 6 for 
additional details. 

 

 

LONG-TERM DEBT 

On December 31, 2022, MPPA had a total of $98,174,160 in total outstanding liabilities.  Of this 
amount, the following represents bond payments payable:   

 

 

 

See Note 7 for additional details. 
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FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY 

The electric utility industry is undergoing a significant transformation. The forces of decarbonization, 
decentralization, and consumerization are driven by technological innovation that is rapidly changing how 
electricity is produced, delivered, and consumed. Public Policy and Law changes at the State and Federal 
level, along with consumer preferences, are driving significant investment in clean energy and related 
technologies. Public power utilities and municipal power joint action agencies like MPPA face several risk 
factors driven by this transformation as well as traditional risks of operating in the electric utility industry. 
These factors include, but are not limited to: 1) meeting future reliability requirements with rapidly changing 
power supply resource technologies, 2) end-use customer preferences to own and/or control power supply 
decisions, 3) potential changes to  federal and state energy laws and/or regulatory compliance that could 
impact the operation of the electric generating units we own or contract supply from, 4) increased 
competition from independent power producers, distributed generation, and energy marketers, 5) issues 
relating to the ability to issue tax exempt obligations, 6) load forecasting uncertainty due to economic 
factors, energy efficiency, or customer control technologies, 7) volatility of the pricing and/or availability of 
fuel used to produce power, 8) inadequate risk management procedures and practices with respect to, 
among other things, the purchase and sale of energy, capacity, fuel, and transmission, and 9) issues 
relating to cyber security failures. Any of these risk factors, as well as other factors, may influence the 
financial condition of MPPA and/or its municipal members. 

The Infrastructure Investment and Jobs Act passed in November 2021 and the Inflation Reduction 
Act passed in August of 2022 are having a significant impact on the electric utility industry. The two 
different federal laws are designed, among other objectives, to modernize energy infrastructure and 
transition to a clean energy economy. MPPA and its members must navigate implementation of these 
laws to ensure equal treatment and participation compared to other electric utilities and market 
participants.   

  



MICHIGAN PUBLIC POWER AGENCY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 

December 31, 2022 

 

11 

 

MICHIGAN LEGISLATION 

In 2016 the Michigan Legislature passed Public Act 341 and 342. These state energy laws address electric 
reliability and clean energy requirements.  

Public Act 341 requires all electric utilities in the State to demonstrate each calendar year, in a filing to the 
Michigan Public Service Commission (MPSC), that they own or have contracted with enough electric 
capacity to meet their forecasted peak demand plus reserves four years into the future. MPPA, on behalf 
of its members, complies with this law through a filing with the MPSC each February.   

Public Act 342 modified the Renewable Energy Standard from 10% in 2015 to 12.5% in 2019 and 2020 to 
15% in 2021. After 2021, the governing body of a municipal utility has the authority to determine the proper 
amount of renewable energy in its supply portfolio.  
 
In 2019 and into 2020, the Michigan legislature was primarily focused on the budget and road funding, 
taking the spotlight off energy. When the COVID-19 pandemic struck in early 2020, the focus shifted to 
ensuring customers had access to electricity, water, and utility bill payment assistance. While there was no 
Executive or Legislative order prohibiting electric utility shut-offs in Michigan, most of the 40 Michigan 
municipal utilities voluntarily suspended shut-offs during the height of the pandemic. In 2023, there will be 
continued legislative focus on state-wide carbon emissions reductions, distributed energy resources, 
energy waste reduction, and transmission. 

In 2022, the Michigan Municipal Electric Association (MMEA) spent considerable time pushing for 
legislation that would give Michigan’s municipal power Joint Action Agencies more flexibility in how they 
conduct their meetings while staying in compliance with the Open Meetings Act. This work will continue in 
2023. MMEA also spent time educating its members on the numerous funding opportunities coming to them 
via the American Rescue Plan and Infrastructure Investment & Jobs Act (IIJA), signed into law by President 
Biden in November 2021. In early 2023, MMEA will submit an application to the Department of Energy 
(DOE) under the IIJA on behalf of several members that would provide millions of dollars for investment in 
Automated Meter Infrastructure (AMI) technology. MMEA plans to continue to assist its members with more 
funding opportunities in 2023 and the coming years. Finally, the recently passed Inflation Reduction Act in 
August 2022 is being evaluated for financial mechanisms that would encourage tax-exempt entities to invest 
in clean energy resources, infrastructure, and technologies.   

 

 

CONTACTING MPPA’S FINANCIAL MANAGEMENT 

This financial report is designed to provide our members, investors, and creditors with a general overview 
of MPPA’s finances. Questions concerning any of the information provided in this report or requests for 
additional financial information should be addressed to Yvonne Newborn, Controller, Michigan Public 
Power Agency, ynewborn@mpower.org.  
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NOTE 1 – NATURE OF OPERATIONS  

Michigan Public Power Agency (MPPA) is a public body politic and corporate of the State of Michigan 
created in 1978 under Act 448 of the Public Acts of Michigan, 1976, as amended. MPPA was formed to 
undertake the planning, financing, development, acquisition, construction, improvement, operation, and 
maintenance of projects to supply electric power and energy for the present or future needs of its members. 
Each MPPA member is a municipal corporation organized under the laws of the State of Michigan and 
owns and operates a municipal electric system. Of MPPA’s 22 members, 10 are participants in the 
Campbell #3 Project, 11 are participants in the Belle River Project, five are participants in the Combustion 
Turbine Project, 13 participate in the Transmission Project, 21 are participants in the Energy Services 
Project, 13 participate in the AFEC Project and 14 participate in the Landfill Renewable Energy Project. 

The financial statements of the utility are presented in conformity with accounting principles generally 
accepted in the United States of America as applicable to governmental units.   

Basis of Presentation 

The financial activities of MPPA are recorded in separate proprietary funds described as follows: 

Project Funds 

The Campbell #3, Belle River, Combustion Turbine, Energy Services, Landfill Renewable Energy, AFEC, 
and Transmission Funds account for the financing and operation of MPPA’s interest in the respective 
projects, whereby costs are recovered through participant charges. The accounts of these Funds are 
maintained in accordance with the Uniform System of Accounts of the Federal Energy Regulatory 
Commission. Enterprise funds are accounted for on an accrual’s basis with a flow of economic resources 
measurement focus. 

General Fund 

The General Fund accounts for financing, through participant charges, the general and administrative 
activities of MPPA not related to any specific electric power supply project. 

Net Position 

As required by GASB Statement No. 34, net position is classified into three components – net 
investment in capital assets; restricted; and unrestricted. These classifications are defined as 
follows: 

 Net investment in capital assets – This component of net position consists of capital 
assets, including restricted capital assets, net of accumulated depreciation and reduced 
by the outstanding balances of any bonds, mortgages, notes, obligations, or other 
borrowings that are attributable to the acquisition, construction, or improvement of those 
assets. If there are significant unspent related debt proceeds at year end, the portion of 
the debt attributable to the unspent proceeds is not included in the calculation of invested 
in capital assets, net of related debt. Rather, that portion of the debt is included in the 
same net position component as the unspent proceeds. 

 Restricted – This component of net position consists of constraints placed on net 
position use through external constraints imposed by creditors (such as through debt 
covenants), grantors, contributors, or laws or regulations of other governments or 
constraints imposed by law through constitutional provisions or enabling legislation. 
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NOTE 1 – NATURE OF OPERATIONS (cont.) 

 Unrestricted – This component of net position consists of net position that does not 
meet the definition of “restricted” or “net investment in capital assets”. 

When both restricted and unrestricted resources are available for use, it is MPPA’s policy to use restricted 
resources first, then unrestricted resources as they are needed. 

The basic financial statements include certain prior year summarized comparative information in total but 
not at the level of detail required for a presentation in conformity with generally accepted accounting 
principles. Accordingly, such information should be read in conjunction with MPPA’s financial statements 
for the year ended December 31, 2021, from which the summarized information was derived.  

Budgetary Accounting 

The Board of Commissioners of MPPA adopts an operating budget each year for all funds, on the 
same basis of accounting used to reflect actual revenues and expenses in the financial statements. 
The CEO & General Manager exercises budgetary control. 

Use of Estimates 

Preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reported period. Actual 
results could differ from those estimates. 

Operating Revenues 

MPPA distinguishes operating revenues and expenses from non-operating items. Operating 
revenues and expenses generally result from providing services and producing and delivering 
goods with MPPA’s principal ongoing operations. The principal operating revenues of MPPA are 
derived from charges to members for sales and services. Operating expenses for MPPA include 
the cost of sales and services, administrative expenses, and depreciation on capital assets. All 
revenues and expenses not meeting this definition are reported as non-operating revenues and 
expenses. 

Prepaid Expenses and Deposits  

Prepayments include costs of expenses paid in advance for which the future benefits have yet to be 
realized.  Prepayments and Deposits are for a) working capital advances to MPPA’s majority owner 
operators of its power plants and b) other general and administrative operating costs. 

 



MICHIGAN PUBLIC POWER AGENCY 

Notes to Financial Statements 

December 31, 2022 

 

18 

 

NOTE 1 – NATURE OF OPERATIONS (cont.) 

Accounts Receivable  

Accounts receivables are stated at the net invoice amount billed to MPPA’s members.  Any 
outstanding receivables are generally collected in full within 15 days of being invoiced.  As such, 
there has been no allowance for doubtful accounts recorded. 

Accounts Payable and Accrued Expenses 

MPPA pays its plant operators and other third-party energy suppliers according to the terms stated within 
the individual contracts.  Accrued expenses are those expenses related to compensation and benefits that 
have been earned but not yet paid and are reflected within the balances of the General Fund.   

Utility Plant  

Additions to and replacements of utility plant are recorded at original cost including any capitalized 
interest for borrowed funds used to construct the facilities. The Agency will align with the majority 
owner depreciation schedules when it makes sense to do so. Otherwise, depreciation is recorded 
using the straight-line method with service lives of 3 to 54 years. 

Inventories 

Fuel inventories for the Campbell #3 Project and the Combustion Turbine Project are stated at 
average cost. As a result of updated information from the operator, DTE Energy, the Belle River 
fuel inventory has been adjusted to its original cost of acquisition. The materials and supplies 
inventory for the Belle River Project is controlled by the operator and is stated at average cost.  
For the Combustion Turbine Project, the materials and supplies inventory is stated at actual cost. 

Cash Equivalents 

For purposes of the Statement of Cash Flows, cash equivalents are cash and investments having 
an initial maturity of three months or less.  

Unamortized Premiums and Discounts 

Bond premiums and discounts are amortized over the life of the bonds based on the effective 
interest method.  Unamortized premiums and discounts are reported net with Revenue Bonds 
Payable. 

Deferred Outflows of Resources 

Losses on advance refundings are classified as deferred outflows of resources and amortized 
using the effective interest method over the repayment period of the related debt. In accordance 
with GASB 83, MPPA will also report certain asset retirement obligations as deferred outflows of 
resources and amortize those obligations over the remaining life of the related assets. See Note 
12 for additional information about Asset Retirement Obligations. 
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NOTE 1 – NATURE OF OPERATIONS (cont.) 

Deferred Inflows of Resources 

Gains on advance refundings are classified as deferred inflows of resources and amortized using the 
effective interest rate method over the repayment period of the affiliated debt.   

Taxes 

MPPA is exempt from state and federal income taxes. 

Compensated Absences 

Under terms of employment, employees earn personal leave according to years of service. 
Employees can accumulate up to thirty days of personal leave. Employees are paid for unused 
personal leave upon separation of service.  MPPA self-funds short-term disability benefits from the 
11th to the 30th day of a covered absence.  A separate disability insurance policy compensates 
employees for covered absences that extend beyond the 30th day.  These benefits are reported 
as accrued expenses under the General Fund on the Statement of Net Position.    

Comparative Data 

Certain amounts presented in the prior year comparative data may have been reclassified in order 
to be consistent with the current year’s presentation. 

Member Deposits 

Members provide cash to the individual projects to meet working capital and collateral requirements per 
their contracts.  Such amounts are recognized as revenue when used and are otherwise due back to 
members at the end of the contract.   

 

NOTE 2 – EFFECT OF NEW ACCOUNTING STANDARDS ON CURRENT PERIOD FINANCIAL STATEMENTS 

 
GASB has issued Statement No. 94, Public-Private and Public-Public Partnerships and Availability 
Payment Arrangements, Statement No. 96, Subscription-Based Information Technology Arrangements,  
Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial Reporting for Internal 
Revenue Code Section 457 Deferred Compensation Plans—an amendment of GASB Statements No. 
14 and No. 84, and a supersession of GASB Statement No. 32, Statement No. 99, Omnibus 2022, 
Statement No. 100, Accounting Changes and Error Corrections, an amendment of GASB Statement No. 
62, and Statement No. 101, Compensated Absences. Application of these recently issued accounting 
pronouncements, when effective, may restate portions of these financial statements. 
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NOTE 3 – JOINT PROJECT OWNERSHIP AGREEMENTS 

Campbell Unit #3 

MPPA and Consumers Energy Company (Consumers) entered into the following agreements dated 
October 1, 1979, as amended, relating to Consumers’ Campbell Unit #3 steam-electric generating unit, 
which went into commercial operation in September 1980: 

The Campbell Ownership Agreement provides for MPPA to own a 4.8% undivided interest in Campbell Unit 
#3, for Consumers to operate Campbell Unit #3, for the sale of surplus electric capacity to Consumers, for 
operating costs of Campbell Unit #3 to be shared on a pro rata basis, and for MPPA to purchase an 
undivided ownership interest in the fuel supply for Campbell Unit #3. 

The Campbell Transmission Agreement provides for MPPA to purchase a 58.06% undivided ownership 
interest in certain Consumers’ (now METC) 345 kV transmission lines, the method of determining certain 
charges for utilization of the METC/(Consumers) transmission system, for the sale to METC/(Consumers) 
of planned available transmission capacity more than MPPA’s need, if available, and for sharing 
transmission line operating expenses. 

The Campbell Back-Up Agreement provides for Consumers to make backup electric capacity and energy 
available to MPPA from its electric system reserves in the event of total or partial unavailability of capacity 
and energy from Campbell Unit #3, and for determination of the associated backup electric capacity and 
energy charges to MPPA. 

MPPA entered a Power Sales Contract and a Project Support Contract with each of the 10 members who 
elected to participate in the Campbell #3 Project. These contracts provide for the participant to purchase 
from MPPA the participant’s entitlement share, as defined, of the generation and transmission of the 
Project.  

On January 30, 2013, MPPA completed financing via a private placement bond through BMO Harris Bank 
N.A. in the amount of $23,500,000. The funds were used to finance capital improvements to the Campbell 
#3 power plant and the installation of necessary environmental controls. This bond was paid in full on 
January 1, 2022. 

Belle River Unit No. 1 

On December 1, 1982, MPPA and Detroit Edison Company (Edison) entered into the following agreements, 
as amended, relating to Edison’s Belle River Unit No. 1 steam-electric generating unit, part of a two-unit 
generating station, which went into commercial operation in August 1984: 

The Belle River Participation Agreement provides for MPPA to purchase a 37.22% undivided ownership 
interest in Belle River Unit No. 1 and an undivided ownership interest in certain common and joint facilities 
associated with Belle River Unit No. 1, for MPPA to purchase an undivided ownership interest in the fuel 
supply stockpile, for Edison to operate Belle River Units No. 1 and 2, for the sharing of operating costs of 
both units, for the sale of surplus electric capacity and energy to Edison, and for backup electric capacity 
and energy from Edison’s electric system reserves to be available in the event of total or partial unavailability 
of power and energy from Belle River. Pursuant to the reliability exchange provisions in the Agreement, 
MPPA is entitled to 18.61% of the electric capacity and energy from each of the Belle River Units No. 1 and 
2. 
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NOTE 3 – JOINT PROJECT OWNERSHIP AGREEMENTS (cont.) 

Belle River Unit No. 1 

The Belle River Transmission Ownership and Operating Agreement with Edison (now ITC) provided for 
MPPA to purchase a 50.41% undivided ownership interest in certain 345 kV Transmission Lines, for ITC to 
operate the transmission lines, for the sharing of operating costs, and for the sale of planned excess 
transmission capacity to ITC, if any. 

MPPA entered into the Belle River Transmission Ownership and Operating Agreement with 
Consumers Energy (now METC), dated December 1, 1982, as amended, which provides MPPA 
with a 90% undivided ownership interest in certain METC designated transmission lines, for METC 
to operate the transmission lines, for the sharing of operating costs.  

MPPA entered a Power Sales Contract and a Project Support Contract with each of the 11 
members who elected to participate in the Belle River Project. These contracts provide for the 
participants to purchase from MPPA their entitlement share, as defined, of generation and 
transmission of the Project. Each participant also shares proportionately in MPPA’s sale of excess 
generating and transmission capacity. Each participant is obligated to pay its share of power, 
transmission, backup, debt service, and other project-related costs. 

Combustion Turbine Project  

In 2002, MPPA completed construction of a 60.5 MW (nominal nameplate rating) simple-cycle 
combustion turbine generating unit fueled with natural gas (the CT Project). The unit is located in 
Kalkaska County, Michigan. The project included construction of natural gas pipeline and metering 
equipment to connect to natural gas facilities, a 69kV electrical line tap and associated equipment 
to deliver the output of the CT Project to the transmission system, and an undivided ownership 
interest in certain transmission lines on the METC transmission system.      

In late 2012, MPPA entered into a long-term supply agreement with ANR Pipeline Company (ANR).  
ANR owns and operates an existing interstate natural gas pipeline system which transports natural 
gas to markets located in Michigan near the plant. MPPA has established an interconnection 
between its facilities at the plant and the natural gas pipeline facilities of ANR to provide for the 
transportation of natural gas necessary to operation of the plant. 

Transmission Project 

In 2006, MPPA purchased an undivided ownership in certain 345kV transmission lines in the METC 
system.  13 members participate in this Project. 

AMP Fremont Energy Center Project (AFEC) 

In June 2012, MPPA completed its purchase of a 5.16% interest in a combined cycle natural gas 
fired electric generation facility located in Fremont, Sandusky County, Ohio. American Municipal 
Power, Inc. is the majority owner of this power plant and serves as the operator.  13 of MPPA’s 
municipal members committed to power purchases under the AFEC Project.   
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NOTE 4 – CASH AND INVESTMENTS  

MPPA adopted an investment policy, in accordance with the bond resolutions, that allows it to 
invest in U.S. Treasury obligations, certain federal agency securities, bonds, direct and general 
obligations of any state, certificates of deposit with qualified United States institutions, repurchase 
agreements with qualified institutions, municipal obligations, time deposits, bankers’ acceptances, 
commercial paper, and pooled investment funds. 

MPPA’s investment in US Government and Agency debt obligations, Municipal Bonds and other 
permitted investments at year end consists of: 

 

Fair Value Measurement 

MPPA categorizes its fair value measurements within the fair value hierarchy established by generally 
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair 
value of the asset.  Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs 
are significant other observable inputs; Level 3 inputs are significant unobservable inputs.  Investments that 
are measured at fair value using the net asset value per share (or its equivalent) as a practical expedient 
are not classified in the fair value hierarchy. 

In instances, whereby inputs used to measure fair value fall into different levels in the above fair value 
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is 
significant to the valuation.  MPPA’s assessment of the significance of inputs to these fair value 
measurements required judgement and considers factors specific to each asset or liability.   

As of December 31, 2022, the following investments are recorded at fair value using the Matrix Pricing 
Technique: 
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NOTE 4 – CASH AND INVESTMENTS (cont.) 

 

Custodial Credit Risk 

Deposits 

Custodial credit risk is the risk that in the event of a financial institution failure, MPPA’s deposits 
may not be returned to MPPA. Deposits in banks are insured by the FDIC in the amount of 
$250,000 for all interest-bearing accounts. 

On December 31, 2022, MPPA had $47,677,280 in uninsured and uncollateralized deposits. 
MPPA’s investment policy does not require collateralization of deposits but rather restricts the 
financial institutions that can be used based on the equity and market ratings of the financial 
institution’s debt. 

Investments 

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, 
MPPA will not be able to recover the value of its investment or collateral securities that are in the 
possession of an outside party. On December 31, 2022, MPPA had $35,429,142 in investments 
subject to custodial credit risk.  All other investments are investments held in trust on behalf of 
MPPA and therefore, not subject to custodial credit risk. MPPA’s policy is to have all investment 
securities held by its agent in MPPA’s name. 
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NOTE 4 – CASH AND INVESTMENTS (cont.) 

Credit Risk 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations. As of December 31, 2022, MPPA’s investments were rated as follows: 

    Investment Type  Standard & Poor’s  Moody’s 

  US Treasury Bonds            AA+      Aaa 

 US Agency Securities            AA+      Aaa 

 Local Government Bonds           AA      Aa1 

Money Market Funds            AAA      Aaa 

MPPA’s investment policy requires that all investments be rated in highest or second highest 
category by Moody’s or Standard &Poor’s. 

Concentration of Credit Risk 

Concentration of credit risk is the risk of loss attributed to the magnitude of MPPA’s investment in 
a single issuer. 

MPPA’s investment policy does not limit the amount of the portfolio that can be invested in U.S. 
government agency securities or any one issuer of such investments. MPPA limits its investment 
in a single issuer of state and local debt to 33% of its total portfolio. Investments in a single issuer 
of money market funds are limited to 75% of its total portfolio.  All other types of approved 
investments in a single issuer are limited to 50% of MPPA’s total portfolio. MPPA does not have 
any investments exceeding 5% of its total portfolio. 

Interest Rate Risk 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment.  MPPA’s investment policy restricts operational funds to maturities of one year or less, 
reserve, and contingency funds to five years or less, and debt service reserve funds to 10 years 
or less. 

On December 31, 2022, MPPA’s investments were as follows: 
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NOTE 5 – RESTRICTED ASSETS 

MPPA’s bond resolutions require the segregation of bond proceeds, establishment of various 
funds, and prescribe the application of MPPA’s revenues. Also, it defines what type of securities 
MPPA may invest in. The funds established by the resolution are detailed in the Statement of Net 
Position. MPPA is compliant with all bond resolution funding requirements. 

 

NOTE 6 – CHANGES IN CAPITAL ASSETS 

A summary of changes in capital assets is as follows: 

 

Campbell #3 Project 

Consumers Energy (“CE”) obtained regulatory approval of a settlement agreement from the Michigan 
Public Service Commission (“MPSC Order”) on June 23, 2022. The Order was appealed by Wolverine 
Power Supply Cooperative. The appeal was denied by the Court of Appeals on March 23, 2023.  The 
MPSC Order approved, among other things, accelerating the retirement by 15 years of the J.H. Campbell 
facility (Units 1, 2 and 3) to a date to occur on or before May 31, 2025. The authorization to early retire 
J.H. Campbell was tied to several other provisions but two key provisions related to replacement of the 
lost power supply and accounting regulatory treatment of the undepreciated rate base of the J.H 
Campbell facility: 

1. Authorization granted to CE to purchase, and rate base the New Cover Generation Station (1,000 
MW CCGT) 

2. Permission for CE to recover the unrecovered book balance of J.H. Campbell facility through the 
Company’s proposed regulatory asset treatment, with a return on capital equal to the Company’s 
weighted average cost of capital (“WACC”) through 2039. 

MPPA considers this a temporary impairment in accordance with GASB 43, Accounting and Financial 
Reporting for Impairment of Capital Assets and for Insurance Recoveries, and has continued to 
depreciate the asset on the same useful life as CE (see #2 above…CE will depreciate through 2039) and 
when the plant is officially retired, MPPA will recognize an impairment loss.  
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NOTE 7 – NON-CURRENT LIABILITIES  

AFEC Project Revenue Bonds 

The following bonds have been issued by MPPA: 

 

 

MPPA’s annual debt service requirements are collected from participating member municipalities 
and from transfers from the project account during the period preceding the required interest and 
principal payments. Debt service requirements to be collected during each of the five years 
following December 31, 2022, and in five-year increments thereafter to maturity, are as follows: 
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NOTE 7 – NON-CURRENT LIABILITIES (cont.) 

AFEC Project Revenue Bonds (cont.) 

Non-Current Liabilities as of December 31, 2022: 

 

Direct Placement 

MPPA entered a direct placement of its debt for the AFEC 2021 Series A Refunding Revenue bonds in the 
amount of $24,610,000.  The bonds are subject to the terms and conditions of the original bond resolution.  
As a covenant of the refunding, MPPA agrees to maintain $3 million in unrestricted funds in an account 
with the purchasing bank of the direct placement. There are no additional covenants associated with the 
direct placement debt or additional finance related consequences related to significant events of default, 
termination events or subjective acceleration clauses. 

 

Combustion Turbine Project Revenue Bonds 

The following bonds have been issued by MPPA: 
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NOTE 7 – NON-CURRENT LIABILITIES (cont.) 

Combustion Turbine Project Revenue Bonds (cont.) 

MPPA’s annual debt service requirements are collected from participating member municipalities 
and from transfers from the project account during the period preceding the required interest and 
principal payments. Debt service requirements to be collected during each of the remaining six 
years following December 31, 2022, are as follows: 

 

Non-Current Liabilities as of December 31, 2022: 

 

Direct Placement 
 
MPPA entered a direct placement of its debt for the Combustion Turbine 2020 Series A Refunding Revenue 
bonds in the amount of $12,305,000. The bonds are subject to the terms and conditions of the original bond 
resolution. As a covenant of the refunding, MPPA agrees to maintain $1 million in unrestricted funds in an 
account with the purchasing bank of the direct placement. There are no additional covenants associated 
with the direct placement debt or additional finance related consequences related to significant events of 
default, termination events or subjective acceleration clauses.   

 
Campbell #3 Project 

Non-current Liabilities as of December 31, 2022: 
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NOTE 7 – NON-CURRENT LIABILITIES (cont.) 

Belle River Project 

Non-current Liabilities as of December 31, 2022: 

 

 

Energy Services Project 

Non-current Liabilities as of December 31, 2022: 

 

 

Landfill Renewable Energy Project 

Non-current Liabilities as of December 31, 2022: 

 

 

General Fund  

Non-current Liabilities as of December 31, 2022: 
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NOTE 8 – EMPLOYEE RETIREMENT PLAN  

MPPA employees are covered by a defined contribution retirement pension plan, the Michigan 
Public Power Agency Plan (the “Plan”), which is administered by Mission Square. MPPA makes 
an annual contribution based on a percentage of employee earnings on behalf of each employee. 
The plan follows the Standard 401(a) plan offered by Mission Square. Required contributions by 
MPPA are 15% of employee salaries. Employees do not make contributions to the plan. The 
contribution requirements are established and can be amended by the MPPA Board of 
Commissioners. Total contributions to the plan by MPPA for the years ended December 31, 2022, 
2021, and 2020 were approximately $402,399, $379,500, and $341,000, respectively.  

 
 

NOTE 9 – CONTRACTS AND COMMITMENTS 

Contract with Consumers Energy 

MPPA contracted with Consumers to purchase fuel coal to maintain a stockpile level of 12,287 wet 
tons for the Campbell Unit #3 plant for the 2022 calendar year. The coal is purchased at the 
prevailing market price at the time of delivery. MPPA also purchased an additional stockpile of 
coal as a substitute for its proportionate interest in the materials and supply inventory at Campbell 
Unit #3. This stockpile is maintained at a level to approximate MPPA’s ownership interest in the 
materials and supply inventory at the Campbell plant. 

Power Purchase Agreements  

The Agency has entered into long-term contracts for the purchase of capacity and energy to meet 
the anticipated load requirements of its members.   

 

NOTE 10 – RISK MANAGEMENT 

MPPA is exposed to various risks of loss related to torts; theft of, damage to, or destruction of assets; errors 
and omissions; workers’ compensation; and health care of its employees. These risks are covered through 
the purchase of commercial insurance, with minimal deductibles. 

There have been no claims in any of the past two years.  MPPA is committed to maintaining adequate 
amounts of coverage to insure against these risks. 
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NOTE 11 – CONCENTRATION OF RISK 

Credit risk represents the risk of loss that would occur if customers do not meet their financial 
obligations to MPPA. Concentration of risk occurs when significant customers possess similar 
characteristics that would cause their ability to meet contractual obligations to be affected by the 
same events. 

MPPA has one member who is considered a significant customer that accounted for $73.1 million 
(24.3%) of MPPA gross revenues in 2022. 

 

NOTE 12 – BOND COVENANT DISCLOSURES 

Combustion Turbine Project 

Compliance with Funding Requirements 

 

 

 

All project revenues net of specified operating expenses are pledged as security of the above 
revenue bonds until the bonds are retired.  
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NOTE 12 – BOND COVENANT DISCLOSURES (cont.) 

AFEC Project 

Compliance with Funding Requirements 

 

All project revenues net of specified operating expenses are pledged as security of the above 
revenue bonds until the bonds are retired. 
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NOTE 13 – ASSET RETIREMENT OBLIGATIONS (cont.) 

MPPA follows GASB Statement 83 Certain Asset Retirement Obligations, which addresses financial 
accounting and reporting for legal obligations associated with the retirement of tangible long-lived assets 
that are incurred upon the acquisition, construction, development, or normal operation of the assets. 
MPPA’s asset retirement obligations consist primarily of costs associated with the closure of ash and 
scrubber ponds at MPPA’s jointly owned plants, of which, MPPA owns a minority share. Per GASB 83, 
asset retirement obligations are recognized in the period in which they are incurred if a reasonable estimate 
of fair value can be made. The asset retirement obligations are accreted to their present value at the end 
of each reporting period. The associated estimated asset retirement costs are capitalized as part of the 
carrying amount of the long-lived asset and depreciated over their useful life.  MPPA uses information from 
DTE and Consumers Energy to estimate the cash flows to determine the obligation. 

Balances as of December 31, 2022, are as follows: 

 

 

 

MPPA’s ownership percentage in the Belle River Project and Campbell #3 Project is 18.61% and 4.8%, 
respectively. 

  



MICHIGAN PUBLIC POWER AGENCY 

Notes to Financial Statements 

December 31, 2022 

 

34 

 

NOTE 14 – RESTATEMENT OF NET POSITION 

During the year, MPPA corrected several items to align the value of assets with the joint owners of the Belle River and Campbell #3 
Projects. These changes required an adjustment of prior periods. MPPA has restated amounts of the affected balances within the 
Statement of Net Position for the period ended December 31, 2021, as follows: 
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