Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
April 9, 2019
Basin Electric Headquarters building, Bismarck, ND
1. Basin Electric committees met Tuesday morning:
•

Operations: They discussed the outage at the Great Plains Synfuels Plant,
caused by a heat exchanger failure and the replacement of platen superheater
wrap tubes at Dry Fork Station. There was discussion on how availability is
reported at the Synfuels Plant for different parts of production: synthetic natural
gas vs. ammonia vs. urea.

•

Marketing and Planning: They discussed the real time desk, and how staff there
manages transfers of power, specifically during a generating unit unplanned
outage. They learned more about the value of having the marketing group inhouse vs. as a contracted service.

•

Finance: They discussed how liquidity exposure is calculated, and the new
record reached by the Member Investment Program. They also discussed the
process for the financial forecast compilation.

2. Dakota Gasification Company
•

Dale Johnson, Synfuels Plant manager, said the external audit completed by the
Department of Homeland Security had no findings. A full-scale emergency
response exercise is scheduled for May 23. Basin Electric auditing is performing
an audit on Dakota Gas’ Responsible Care activities.

•

Darla Miller, Basin Electric manager of financial planning/forecasting, gave an
overview of the key assumptions being used in the financial forecast. The
primary assumptions include commodity prices, interest rates, and various
inflation factors. The purpose of the financial forecast is to establish the Class A
member rate for 2020, and serve as a strategic planning tool for 2020-2029.

•

Dan Schaaf Gallagher, Basin Electric manager of DGC portfolio management,
gave an overview of the commodity markets, including current fertilizer sales
prices, natural gas forward prices, oil and high sulfur fuel oil forward prices, and
naphtha/phenol/benzene spot prices. He also showed fertilizer sales projections
for April, compared to projected revenue and budgeted revenue, and inventory
of products. He also talked about improvements made at the Synfuels Plant for
urea loadout.

•

ACTION: Dakota Gas directors authorized the 401(k) Plan discrimination testing
amendment.

3. Dakota Coal Company
•

Dean Bray, Dakota Coal manager, said the fine grind plant reached two years
without a lost time accident. Joe Leingang, superintendent of fuel and
transportation, said the Dry Fork Mine ranks #2 in the Powder River Basin for
productivity, according to the Mine Safety and Health Administration.
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•

ACTION: Montana Limestone directors authorized the 401(k) Plan
discrimination testing amendment.

4. Basin Electric
•

•

•

Paul Sukut, CEO and general manager
•

S&P Global Platts gave an overview of oil and natural gas markets,
and what they forecast for market price activity.

•

ACTION: Basin Electric directors authorized the 401(k) Plan
discrimination testing amendment.

Mark Foss, senior vice president and general counsel
•

Two transmission easements are set to expire, in 2021 and 2023, on
the Lake Traverse and Crow Creek Indian Reservations. The two lines
need to be re-surveyed to extend the easements.

•

The deadline for publication of the LRS BART’s revised Federal
Implementation Plan is May 13, which had been delayed due to the
government shutdown.

•

Basin Electric filed comments on Section 111(b) on Mar. 18.

•

EPA is expected to issue the final Affordable Clean Energy Rule in the
second quarter of 2019.

Dale Niezwaag, vice president of government relations
•

Federal - Potential Clean Energy Standard bill is unlikely to pass this
year. The Green New Deal failed in the Senate.

•

The NRECA Legislative Rally will be held Apr. 28-30.

•

North Dakota - The pore space use legislation is in conference
committee. The coal-based carbon dioxide oil recovery tax exemption
is being held until the pore space issue is resolved. Environmental
mitigation legislation is still in play, the critical infrastructure penalty
legislation passed both chambers, and the eminent domain legislation
concerning attorney fee payments died in the Senate.

•

Montana - The wildfire liability legislation will likely be defeated, and
there is a proposed amendment to the Major Facility Siting Act.

•

Wyoming - The Wyoming Rural Electric Association is developing a
broadband map of the state to better understand how rural areas are
served.

•

Minnesota - The House Energy and Climate Finance Committee held a
hearing on the omnibus energy bill, which includes the governor’s
Energy Plan, called Clean Energy First, which requires 100% clean
energy by 2050. The Senate Energy Committee is working on its own
version of Clean Energy First. (Note: North Dakota Legislature will set
aside payments received from Minnesota for a lawsuit they previously
lost with North Dakota for a potential future lawsuit.)
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•

•

•

Iowa - The MidAmerican fixed cost recovery legislation passed the
Senate, but will face increased opposition in the House. The
Geothermal Association is working to have amendments added to the
existing Tax Cleanup Bill to reinstate geothermal installation credits
that were eliminated last session. A broadband grant program for
wireless access is being considered.

•

Colorado - Incentives are being considered for large solar gardens.

•

Nebraska - The legislature has merged various state agencies and
divisions into a new Department of Environment and Energy.

•

New Mexico - The governor signed the Energy Transition Act, which
includes a 50% renewable portfolio standard by 2030, 80% by 2040,
and 100% carbon-free by 2045.

John Jacobs, senior vice president of Operations
•

Actual Generation (see slide below)

•

A California company plans to file for Department of Energy funding to
test carbon capture technology in the large test center at the Wyoming
Integrated Test Center located at Dry Fork Station near Gillette.

•

Troy Tweeten, Laramie River Station plant manager, gave an overview
of work being completed during the outage, including an induced draft
fan upgrade, air basket change, and stack relining on Unit 1.

•

ACTION: Basin Electric directors authorized the replacement of the
platen superheater wrap tubes.

Dave Raatz, senior vice president of Asset Management, Resource Planning,
and Rates
•

TransCanada Keystone XL pipeline work is ongoing. The Southwest
Power Pool transmission study shows no new major transmission is
needed, but some distribution improvements will be necessary to serve
the pipeline. Construction could begin as soon at June 2019.

•

The next Class A Member District Meeting will be held Apr. 24 in
Bismarck.

•

Becky Kern, director of utility planning

•

•

Staff has shortlisted several proposals received for capacity
and energy, including both wind and solar.

•

A firm requirement RFP will be issued in the coming months,
with responses due by mid-summer.

Val Weigel, director of short-term trading and financial analytics
•

•

In the Southwest Power Pool, temperatures were
exceptionally cold in March, and a new March peak was
recorded at 40.9 gigawatts.

Tom Christensen, senior vice president of Transmission, Engineering, and
Construction
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•

•

•

Large Capital Projects (see slide below)

•

The schedule for the Long-Range Engineering Plan was presented.
The plan will come to the board for approval in August.

•

Dave Rudolph, Basin Electric manager of NERC compliance, gave an
overview of Basin Electric’s work to stay in compliance.

Chris Baumgartner, senior vice president of Member Services and
Administration
•

The 2018 Annual Report has gone to the printer. It should arrive in
mailboxes in early May.

•

Paul Sukut was included in NRECA’s Electric Co-op News story
featuring electric co-op CEOs and their thoughts on upcoming
challenges.

•

Jolene Johnson, Basin Electric supervisor of Security and Response
Services dispatch, gave an overview of new members served starting
in 2018, the core services provided by staff, historical call volume and
rate history, and strategy going forward.

Steve Johnson, chief financial officer and senior vice president
•

Discussed Fitch Rating’s revised rating criteria which includes the
introduction and assessment of three key rating factors: revenue
defensibility, operating risk, and financial profile. The revised criteria
also includes forward looking consideration of the impact of existing or
needed capital investments on financial leverage.

Generation
Total energy available for sale in March was estimated to be 2.9 million megawatt hours
(MWh). (Note: This line used to signify total generation from Basin Electric’s resource
portfolio. This number now includes purchases in the Southwest Power Pool.)
Electricity sold to member systems during March was estimated at 2.3 million MWh
compared to the forecast of 2.1 million MWh. Surplus sales were estimated at 493,300
MWh, compared to the forecast of 499,600 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 105 million
standard cubic feet per day of natural gas produced from coal. The gas path operated at
95 percent of capacity during the month. Total tons of saleable fertilizer produced was
45,747 tons. (That includes anhydrous ammonia, granular urea, urea content in diesel
exhaust fluid, and ammonium sulfate.)

Synfuels Plant production, shipment, and storage
Production, shipment, and storage data for March 2019 for selected products at the
Great Plains Synfuels Plant were as follows:
Anhydrous ammonia – 25,595 tons produced; 805 tons were shipped. Plant site
inventory is 46,406 tons.
Urea – 25,701 tons produced; 17,344 tons shipped. Plant site inventory is 5,191 tons of
product.
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Diesel exhaust fluid - 887,038 gallons produced; 191,151 gallons of 50% solution were
shipped; 616,035 gallons of 32.5% solution were shipped. Plant site inventory is 327,304
gallons.
Dak Sul 45 (ammonium sulfate) – 9,207 tons produced; 6,188 tons were shipped. Plant
site inventory is 14,235 tons.
Tar oil - 45,608 barrels produced; 12,753 barrels were shipped. Plant site inventory is
5,534 barrels.
Carbon dioxide – About 3,332 million standard cubic feet were delivered during the
month.

Financial data
For the month of March, Basin Electric reported an after-tax margin of $19.8 million
compared to a budgeted net income of $15.8 million. Sales of electricity to member
systems were estimated to be $139.1 million compared to a forecast of $133.8 million.
Surplus sales totaled $19.3 million compared to the forecast of $12.1 million. Year-to
date, Basin Electric reported an after-tax margin of $59.7 million compared to a budgeted
margin of $41.9 million.
For the month of March, Dakota Gasification Company reported an after-tax net loss of
$1.3 million compared to a budgeted loss of $0.5 million. Revenue from the sale of natural
gas was $15.2 million compared to the budget of $12.5 million. Revenue from by-product
and co-product sales totaled $14.7 million compared to the budget of $25.5 million. Yearto-date, Dakota Gasification Company reported an after-tax net loss of $13.0 million
compared to a budgeted loss of $4.5 million.
For the month of March, Dakota Coal Company reported an after-tax net income of $2.1
million, compared to a budgeted net income of $1.4 million. Year-to-date, Dakota Coal
Company reported an after-tax net income of $7.2 million compared to a budgeted net
income of $4.7 million.
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