Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
August 13-14, 2019
Basin Electric Headquarters building, Bismarck, ND
1. Basin Electric committees met Tuesday morning:
•

Finance: The group talked with auditors from Deloitte & Touche, and learned
about the audit plan for 2019. They learned about what is being done to get
ready to comply with FERC regulations, and they also went through the financial
forecasts.

•

Marketing and Planning: The group talked about the carbon dioxide pipeline and
production. They went through some carbon dioxide sequestration projects and
how they’re tied to 45Q. They went through the rates proposal.

•

Operations: The group talked about the spring turnaround at the Great Plains
Synfuels Plant. They talked through the long-range engineering plan.

2. Board audit committee
•

Judi Dockendorf and Adam Krasnoff of Deloitte & Touche presented the plan to
audit Basin Electric, Dakota Gas, and Dakota Coal consolidated financial
statements, and Souris Valley Pipeline financial statements.
•

ACTION: The Basin Electric, Dakota Gas, and Dakota Coal boards
authorized staff to retain Deloitte & Touche for 2019 audit services.

3. Dakota Gasification Company
•

•

Dale Johnson, vice president and Synfuels Plant manager, said staff is
performing the first pigging of the synthetic natural gas pipeline from the
Synfuels Plant to Antelope Valley Station. Staff started continuous application of
urea coating in early August.
•

ACTION: Dakota Gas directors authorized the replacement of DC4403
low temperature shift catalyst.

•

ACTION: Dakota Gas directors authorized an amendment to the
budget for the GB2203T steam turbine replacement.

Kimberly Miller, senior business analyst, presented the 2020-2029 financial
forecast. The forecast assumes main plant capacity factor to degrade to 85%
through 2025; ammonia/urea production to be at 90-93% outside of planned
outages; optimization of about 40,000-50,000 dekatherms per day of pipeline
capacity; maintenance of the Basin Electric revolver under $500 million; and
management of the equity level between $50-$325 million for debt covenant
requirements. Changes from the draft forecast presented in July include
recalculated natural gas purchases, reclassified coal/gas assets from capital to
expense, and updated cash and equity requirements.
•

ACTION: Dakota Gas directors approved the 2020-2029 Dakota Gas
financial forecast.
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•

Dan Schaaf Gallagher, Basin Electric manager of commodity sales and trading,
said a low price environment continues for natural gas. Marketing is developing
a winter and spring fertilizer sales plan, which is dependent on the outcome of
several market factors this fall. Staff is working with customers on transportation
to prepare for the planned urea production outage in October. For liquid carbon
dioxide, the certification for the Water Quality Association has been completed,
and staff is looking into Food & Drug Administration registration. Staff has
determined Dakota Gas has sufficient tar oil rail cars to meet production
capability.

•

ACTION: Dakota Gas directors authorized the election of Dale Johnson to the
office of vice president.

4. Dakota Coal Company
•

Dean Bray, Dakota Coal manager, said a production test done on two different
dozers at the Freedom Mine shows a virtual tie between the Caterpillar D10
dozer and the Liebherr dozer. An economic evaluation is being completed
based on proposals from both companies.

•

Joe Leingang, superintendent of fuel and transportation, gave an update on the
coal piles at Leland Olds Station (burns 2% over budgeted, so pile is slightly
under the 52 days burn target level). Laramie River Station’s outage went longer
than expected, so the campaign to bring down the stockpile has been stalled.

•

ACTION: Dakota Coal directors approved the 2020-2029 Dakota Coal financial
forecast.

5. Basin Electric
•

Paul Sukut, CEO and general manager
•

•

•

Sukut gave an overview presentation to the Northwest Iowa Power
Cooperative (NIPCO) board and staff as part of the joint board
meeting. Each summer, Basin Electric holds a joint board meeting with
the board and staff of a Class A member. Likewise, Matt Washburn,
general manager of NIPCO, gave an overview presentation on behalf
of his cooperative.

Mark Foss, senior vice president and general counsel
•

Dakota Gas’ carbon dioxide pipeline crosses the Figure 4 Ranch, and
the 345-kilovolt Roundup-to-Kummer Ridge line was planned to run
through it. On July 1, the Three Affiliated Tribes deeded the ranch to
the Bureau of Indian Affairs, meeting the ranch is now part of the
reservation for legal purposes.

•

Staff met with Tri-State on June 24 to discuss plans to become subject
to the jurisdiction of FERC. Tri-State filed for that status in late July with
an effective date for FERC regulation on Sept. 22. Basin Electric is
required to file generation rates, transmission rates, and interlocking
directorates by Sept. 20.

Dale Niezwaag, vice president of government relations
•

Staff hosted legislative affairs staff from National Rural Electric
Cooperative Association.
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•

•

•

Donations are being given from BEPAC through the Republican
Attorney General Association.

•

Minnesota’s deputy commerce commissioner toured Great Plains
Synfuels Plant.

•

U.S. Sens. John Hoeven, Kevin Cramer, and Steve Daines
reintroduced the CO2 Regulatory Certainty bill.

•

Department of Energy did not fund a FEED study for an Allam Cycle
project at the Great Plains Synfuels Plant.

•

Department of Energy will fund the Membrane Technology and
Research proposal, which is a possible participant at the Integrated
Test Center at Dry Fork Station.

John Jacobs, senior vice president of Operations
•

Actual Generation (see slide below)

•

Leland Olds Station Unit 1 ran at 117% of capacity during July.

•

Derik Johnson, manager of transmission system maintenance, said
there was a near miss safety incident at a switchyard on June 4. A
switch was improperly locked and could have come closed. There are
several different manufacturers who require different safety
procedures, so visual aids are being added for each switch type at all
locations to help prevent this.

Kerry Kaseman, manager of Commodity Risk
•

•

ACTION: Basin Electric directors approved changes to the Fiscal
Policy (Board Policy 2).

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

Based on SCADA estimates, the summer member demand sales hit a
new all-time summer peak of 3,756 megawatts in July, which is 69
megawatts higher than the last peak and 68 megawatts below the
budget. The SCADA estimate will be finalized in August once final
billing is completed.

•

The preliminary load forecast for McKenzie Electric Cooperative is
showing 500-600 megawatts more load growth through 2030 than
projected in the 2019 forecast.

•

In the 2020 Rate Schedule A, the rate was decreased by one mill. The
current load incentive rate was extended to 2023, the electric heat rate
was maintained, a member battery rate was added, and the demand
period waiver was extended.

•

ACTION: Basin Electric directors first voted to eliminate Fixed Charge
#1. They then rescinded that decision, and then voted instead to cut
Fixed Charge #1 in half, with the provision that staff provide justification
for services included in that charge.

•

ACTION: Basin Electric directors approved the 2020 Rate Schedule A.
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•

Becky Kern, director of utility planning
•

•

Val Weigel, director of asset management and commodity strategy
•

•

•

•

•

Research continues into purchasing 200-300 megawatts of
solar energy.
Sept. 3 is the go-live date for Northwest Power Pool
implementation.

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

Continuing work on bulk transmission planning for the Williston Load
Pocket and emphasized the three-pronged approach of 1) SPP
Attachment AQ requests and the importance of AQ submittals, 2)
SPP’s normal Integrated Transmission Planning (ITP) process, and 3)
SPP’s High Priority Incremental Load Study (HPILS) process.

•

ACTION: Basin Electric directors gave authorization to sign the
contract for the Western Energy Imbalance Service.

•

Large Capital Projects (see slide below)

Gavin McCollam, vice president of Engineering, and Construction
•

The New Generation Team, including staff from engineering and
construction, transmission, environmental, resource planning, and
operations, kicked off Aug. 1. They are targeting authorization in late
2019 and early 2020 for potential new generation in the Williston Basin.

•

ACTION: Basin Electric directors approved the 2020-2029 Long-Range
Engineering Plan.

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

The Annual Meeting 2019 theme is Powering Together.

•

Strategic planning is assessing several organizations and groups who
are targeting distribution cooperatives to get them to leave their
generation and transmission cooperative.

•

Touchstone Energy Cooperatives’ rates are increasing.

•

Dale Haugen, Mountrail-Williams Electric Cooperative general
manager, gave an overview of how his cooperative fared through the
oil boom and retained cooperative ways.

Steve Johnson, senior vice president and chief financial officer
•

On the AVS Unit 2 lease, some conclusions need to be reached in
order to give that information to the Southwest Power Pool by October.

•

Kelly Bergquist, senior financial analyst, gave an overview of the
Duane Arnold decommissioning fund. The nuclear plant located in Iowa
is targeted to shutdown Oct. 30, 2020.
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•

Darla Miller, manager of financial planning and forecasting, presented
the 2020-2029 financial forecast. Assumptions include maintaining a
margin of $90 million; revenue deferral not to exceed $200 million
through 2023; early amortization of deferred impairment charge over
10 years; bill credits throughout; no build of generation resources; no
change in depreciable lives of coal and natural gas units; 2020 outage
at Leland Olds Station Unit 1 for operation permit; hold on to 24% of
Antelope Valley Station Unit 2; utilize public markets for financing; and
maintain equity at Dakota Gas between $50-325 million. The average
member rate will decrease by one mill in 2020, and then held through
2029.

•

ACTION: Basin Electric directors approved the 2020-2029 Basin
Electric financial forecast.

Generation
Total energy available for sale in July was estimated to be 2.8 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 July was estimated at 2.3 million MWh
compared to the forecast of 2.3 million MWh. Surplus sales were estimated at 469,800
MWh, compared to the forecast of 580,200 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 96.4 million
standard cubic feet per day of natural gas produced from coal. The gas path operated at
94.6 percent of capacity during the month. Total tons of saleable fertilizer produced was
51,636 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 July 2019 for selected products at the Great
Plains Synfuels Plant were as follows:
Anhydrous ammonia – 31,436 tons produced; 2,450 tons were shipped. Plant site
inventory is 32,667 tons.
Urea – 21,043 tons produced; 19,127 tons shipped. Plant site inventory is 18,533 tons of
product.
Diesel exhaust fluid – 1,802,869 gallons produced; 376,496 gallons of 50% solution were
shipped; 545,604 gallons of 32.5% solution were shipped. Plant site inventory is
1,538,718 gallons.
Dak Sul 45 (ammonium sulfate) – 11,062 tons produced; 297 tons were shipped. Plant
site inventory is 14,055 tons.
Tar oil – 70,433 barrels produced; 74,499 barrels were shipped. Plant site inventory is
6,326 barrels.
Carbon dioxide – About 2,945 million standard cubic feet were delivered during the
month.
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Financial data
For the month of July, Basin Electric reported an after-tax margin of $14.4 million
compared to a budgeted net income of $26.0 million. Sales of electricity to member
systems were estimated to be $149.1 million compared to a forecast of $150.8 million.
Surplus sales totaled $12.7 million compared to the forecast of $14.6 million. Year-to
date, Basin Electric reported an after-tax margin of $63.2 million compared to a budgeted
margin of $67.0 million.
For the month of July, Dakota Gasification Company reported an after-tax net loss of
$10.4 million compared to a budgeted loss of $5.9 million. Revenue from the sale of
natural gas was $8.0 million compared to the budget of $8.6 million. Revenue from byproduct and co-product sales totaled $11.7 million compared to the budget of $20.2
million. Year-to-date, Dakota Gasification Company reported an after-tax net loss of $26.2
million compared to a budgeted loss of $3.3 million.
For the month of July, Dakota Coal Company reported an after-tax net loss of $0.2 million,
compared to a budgeted net income of $0.8 million. Year-to-date, Dakota Coal Company
reported an after-tax net income of $9.3 million compared to a budgeted net loss of $2.1
million.
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