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Management Discussion 

The Combined Statements of Net Position and Statements of 

Revenues, Expenses, and Changes in Net Position for the 

periods ended June 30, 2019 and 2018, are included for those 

interested in the operations of the Missouri Basin Municipal 

Power Agency d.b.a. Missouri River Energy Services (MRES) 

and the Western Minnesota Municipal Power Agency 

(WMMPA).  These statements should be read in conjunction 

with the 2018 Annual Report. 

LONG-TERM POWER SALES 

Long-term power sales revenue for the six months ended June 

30, 2019, totaled $86 million, a decrease of approximately 6 

percent compared to the same period in 2018.  The decrease is 

due to the 3.2 percent 2019 power supply rate decrease and a 

decrease in demand and energy sales through the second 

quarter of 2019.  The average rate for long-term power sales 

was approximately 5.7 cents per Kilowatt-hour (kWh) for the 

six months ended June 30, 2019. 

SHORT-TERM POWER SALES 

Short-term power sales revenue for the six months ended June 

30, 2019, totaled $7 million, compared to $9 million during the 

same period in 2018.  The decrease in 2019 was due to a 

decrease in Megawatt hours (MWh) sold in 2019, offset by an 

increase in the market price.  The lower short-term energy sales 

in 2019 were largely due to Laramie River Station (LRS) Unit 

1 being down due to the scheduled installation of Selective 

Catalytic Reduction equipment (SCR).  The SCR was installed 

pursuant to a settlement agreement with the Environmental 

Protection Agency. 

OPERATING EXPENSES 

Fuel expense for the six months ended June 30, 2019, was 38 

percent lower than the same period in 2018.  This was primarily 

due to lower generation at LRS, partially offset by an increase 

in generation at the natural-gas fired Exira Station. 

Other power supply operations and maintenance expenses for 

the six months ended June 30, 2019, were $60 million, which 

approximates expenses the same period in 2018. 

NON-OPERATING REVENUES (EXPENSES) 

Investment income for the six months ended June 30, 2019, 

was 110 percent higher than the same period in 2018 due to an 

increase in investment yields and increased funds available to 

invest.  The increased funds available to invest reflect the 

change in net position of MRES and WMMPA and higher 

unspent bond proceeds. 

Interest expense for the six months ended June 30, 2019, 

increased 13 percent compared to the same period in 2018 due 

to an $82 million bond issuance in July 2018 offset by interest 

savings from the January 1, 2019, principal payment of $10 

million. 

CHANGE IN NET POSITION 

The change in net position for the six months ended June 30, 

2019, was $13 million compared to $22 million for the same 

period in 2018.  The 2019 year-to-date change in net position is 

$7 million higher than budget.  The favorable variance in the 

year-to-date June 30, 2019, change in net position compared to 

budget is due to higher long-term and short-term power sales 

and higher investment income, offset by higher than budgeted 

purchased power expense.  The lower change in net position for 

the six months ended June 30, 2019, compared to the same 

period in 2018 is largely due to lower long-term power sales, 

short-term power sales, and other operating income. 

COMBINED STATEMENTS OF NET POSITION 

Total assets at June 30, 2019, totaled $1.1 billion, an increase 

of $133 million compared to June 30, 2018.  The increase in 

total assets is largely related to a $38 million increase in 

construction work in progress, primarily related to the Red 

Rock Hydroelectric Project, a $48 million increase in 

unrestricted cash and investments, and a $41 million increase in 

restricted cash and investments related to unspent bond 

proceeds.  The $214 million of unrestricted cash and 

investments represents over one year of projected 2019 

operating expenses. 

Significant changes in liabilities and net position between June 

2019 and June 2018 included an $81 million increase in 

revenue bonds and a $42 million increase in net position. 

NEW POWER SUPPLY MEMBER 

Willmar, Minnesota, began purchasing power supplemental to 

their Western Area Power Administration (WAPA) allocation 

and existing power purchase agreements from MRES in June 

2019.  As their existing purchase power agreements expire at 

various times through 2033, Willmar will purchase the power 

currently provided by those agreements from MRES.  When 

Willmar begins purchasing all their power and energy 

requirements supplemental to their WAPA allocation from 

MRES, they are projected to be the third largest purchaser of 

power and energy from MRES. 
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