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Presenter
Presentation Notes
Introduction & background

http:www.mpower.org

Michigan PI.i‘ﬂlC Power Agency

Public Power — United States

Federal

*  Approximately 2,000 Public Power Entities Power Agencies 0.3%
in the United States Power Marketers 6.6%

Cooperatives 26.5%

.

* Represent roughly 60% of Electric Utilities
and 15% of the customers in United States

U.S. Utilities

Investor-

*  Vast majority of Public Power Entities are Owned Utilities 57%
Members of roughly 80 Joint Action L cunadiisession
Agencies (JAAs) or Power Supply
COoNnso rtl ums Power Marketers 4.4% Publicly

Cooperatives 12.8% Owned Utilities 14.5%

* JAAs pool resources to gain efficiency,
share costs, obtain economies of scale and
focus expertise

U.S. Customers

* JAAs like MPPA are an extension of your
local utility

Investor-
Owned Utilities 68.3%
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Presentation Notes
Public Power has a strong presence nationally
We are still small compared to Investor-Owned Utilities, like Consumers Energy and DTE
Joint Action Agencies like MPPA are not unique to Michigan, there are about 80 JAA’s nationally
The reason JAA’s exist is to jointly provide services to members that would otherwise need to hire staff individually
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* 40 Municipal Electric Utilities in the State A -
Ll
of Michigan (approx 2 GW or 10%) % E
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e Joint Action Agencies (JAA) formed -1970s i ‘ J ' E-:'
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— Enabling Legislation = G

— Municipal Utilities formed consortiums to
invest in baseload power projects

— Pooled needs of its members, finance
(bond) and own a % central station power
(mostly coal)

— Member participants under JAA obligated
through Municipal Resolution

e  Michigan has 3 JAAs — MPPA (22
members), MSCPA (5 members) and WPPI
(6 Members)
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Presentation Notes
There are 40 municipal utilities in Michigan and 3 Joint Action Agencies
The Michigan South Central Power Agency was formed by 5 members around the construction of a coal-fired power plant in Litchfield, MI that retired two years ago.
Wisconsin Public Power provides services to many small municipal utilities in the upper peninsula
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Michigan Public Power Agency

Created 1978, Act 448
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MPPA was created through State Legislation and the Grand Haven BLP was one of 17 founding members.  When formed, Roland Dawson from Grand Haven, became MPPA’s first Vice-Chair of the Agency.
Since the onset of regional electricity markets in the 2005 timeframe, membership has grown to 22
One feature of MPPA worth noting is that we are a “Project”-based agency.  That allows Grand Haven to pick and choose how and what you participate in.
For example, MPPA owns generating facilities that burn coal and natural gas--since Grand Haven has the Sims Plant, you chose years ago not share in those assets
We have also contracted for renewable energy, Grand Haven participates in Wind and Landfill Gas through the Agency, and we will have a solar Agreements in place soon that we expect Grand Haven to participate in.
And we have Transmission Rights that Grand Haven does participate in
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MPPA Operates in a Regional Market

MISO North
Eagan, MN

99.99% system reliability

42 million
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400+ market participants | MISO Central gt "N —
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$25 billion .-/ 1L o | - BE B Little Rock, AR
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Presentation Notes
MPPA operates in a Regional Market called “MISO”.  Mid-Continent Independent System Operator.  This regional market spans from Canada to the north to Louisiana to the south. 
MISO sends signals to over 6,000 generators across this footprint to raise or lower generation to meet system loads. 


MPPA Operates in a Regional Market
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Presentation Notes
MISO dispatches generation to meet the entire system demand
Traditionally, MPPA has instructed MISO that there is not load to serve in Grand Haven as you will use your own generator to serve your own load
Without the Sims Plant, MPPA will instruct MISO of your hourly load demand
To give you perspective, this additional load will move the requirements in Michigan from roughly 10,000 MW’s of load to about 10,060 MW’s of load – in other words, it’s not enough to impact the Market. 
MPPA actively acquires power at the MICHIGAN HUB by working with power marketers who will take on the changing market price fluctuations in exchange for a fixed known price.
MPPA regularly models system prices using stochastic analysis to determine probabilities that prices will vary. 
Traditionally, MPPA has 
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MPPA Primary Functions

Primary services to Members fall into 3 functions

Energy
Resource
Management

Energy Market
Supply Operation
Services Services

The Agency also provides
e “Back office” services (accounting, finance, credit, risk, human resources)

e “Service committees” used by Members and Non-Members to explore
business opportunities or to comply with legislative or regulatory policies

e
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MPPA provides three primary functions to our members, Energy Resource Management, Energy Supply, and Market Operations.  Under this umbrella, MPPA acts as the interface to MISO called “Market Participant”.
Historically, Grand Haven has taken advantage of the Energy Resource Management function because we operate around your use of the Sims Plant.  We plan for spring and fall outages and will step-in when unexpected issues arise with the plant, but largely the electricity needs are met by the Sims plant.
We expect that Grand Haven will be transitioning, with the closure of the Sims Plant, to add more services in Energy Supply.  This is where we provide energy products for future delivery at known prices.  Currently, GH sets rates based on the cost of coal & plant operations and maintenance costs.  In the future purchase transactions will be a driver for setting rates.  Most of our 22 members take full advantage of these energy supply services.
Market Operations services are the day-to-day scheduling and forecasting of energy flows with the regional market operator and sharing of required reports that allow the regional operator to ensure the moment-by-moment balance of supply and demand.
There are also a whole lot of activities at the Agency that occur after-the-fact in settlements, accounting, etc.
We also have service committees that members can participate in that are intended to explore opportunities for long-term power supply, such as new generation resources
THESE FUNCTIONS HIGHLIGHT THE VALUE OF YOUR JOINT ACTION AGENCY AND WHY GRAND HAVEN PARTICIPATED IN THE CREATION OF THE AGENCY
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MPPA Member Generation Breakdown

Type of Member Generation

Some Generation Generation for No Generation
Much of Need

Bay City Grand Haven
Chelsea Holland
Eaton Rapids Lansing
Lowell

Marquette

Portland

Sebewaing

St Louis

Sturgis

Wyandotte

Zeeland

Charlevoix
Harbor Springs
Hart

Niles

Paw Paw
Petoskey

South Haven

Traverse City



Presenter
Presentation Notes
Virtually all MPPA members have a diversified portfolio of supply, including energy and capacity
Many members have some form of generation, but much of that is peaking generation that is not intended to operate often
A few have generation that runs frequently.  This is where the largest transition has taken place.  Holland, Marquette, and Wyandotte have recently retired their coal assets and only Grand Haven and Lansing’s remain.  Lansing has committed to shut down one plant in 2020 and the other in 2025, but that schedule may get moved up.
Holland generated 69% of their need internally and get another 21% from their share in the Campbell 3 and Belle River 1 & 2 units
Many members have no generation at all



T MPPA Hedge Plan
Rolling 5 Year Example

Example of Member needing 10 MW
MPPA Purchases 2MW blocks each year for the next 5 years
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Delivery Year

Diversification achieved by purchasing energy consistently in small quantities
from a large pool of different supply sources under a defined plan

R VA



Presenter
Presentation Notes
MPPA Members have adopted a 5-year hedge plan for market purchases that is predicated on a very prescriptive process for making many market purchases over a period of time – the analogy is how some of you may have money put into a 401k retirement account.
Benefits
Many counterparties to spread transaction risk around
Not trying to time the market
Smooths out peaks and valleys in costs for rate setting
Leaves room in portfolio to add future assets
No “rate shock” that would happen if all supply needed to be renewed
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Incorporating Grand Haven into the MPPA
Hedge Plan

1. Update Hedge Plan (Exhibit 1) within the MPPA
Hedge Policy

2. Purchase small blocks of energy for calendar years
2021 and 2022 now (40% and 20% of expected
purchases, respectively)

3. Add monthly purchases of energy for remaining
months of 2020 (June through December)

mfﬁhmrg
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The Hedge Policy was developed jointly by members and MPPA
Exhibit 1 outlines the services that MPPA will provide to Grand Haven under the MPPA Hedge Policy--this election form will need to be updated to reflect Grand Haven utilizing five-year hedge plan
MPPA will then recommend the required Market purchases to meet required hedge ranges under the plan—Reliable & competitive supply portfolio
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MPPA's Future Forward Price Curve
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Looking at the price of power for future delivery, we see the market at historically low prices that remain flat for an extended period of time
There is substantial natural gas pipeline capacity being constructed to bring natural gas into Michigan from Pennsylvania
That combined with additional economic renewables, leads MPPA to recommend market purchases to supply load
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