Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting

Aug. 10-11, 2021
At Basin Electric Headquarters in Bismarck, North Dakota
1. Basin Electric committees met Tuesday morning:
•

Finance: The group talked about the 2021 audit work plan, the Duane Arnold
decommissioning fund, the $500 million revolving credit agreement amend and
extend, and JP Morgan’s stance on financing coal.

•

Marketing and Planning: The group talked about market price volatility and the
Nemadji Trail Energy Center project option.

•

Operations: The group talked about the long range engineering plan, the
Northshore-to-Neset substation general contractor contract, and the 2021 spring
turnaround at the Great Plains Synfuels Plant.

•

Board audit committee
•

Judy Dockendorf and Adam Krasnoff of Deloitte & Touche presented
the 2021 audit plan.

•

ACTION: The Basin Electric, Dakota Gas, and Dakota Coal boards
authorized staff to retain Deloitte & Touche for 2021 audit services.

2. Dakota Gasification Company
•

Dale Johnson, vice president and Synfuels Plant manager, said a power blip
affected urea production briefly in July, but overall a good month. There has
been strong demand for diesel exhaust fluid and production is above budget,
with production in August so far nearly double what it was in July, which was a
record month.

•

Gavin McCollam, vice president of engineering and construction, gave updates
on the proposed Dakota Carbon Pipeline and primary reformer projects.
Engineering has completed the bid documents for Dakota Carbon Pipeline
construction and procurement has issued the construction request for proposal.
The North Dakota Public Service Commission approved construction of the
pipeline. The test well is completed, and negotiations continue with The Coteau
Properties Co. for pore lease space. The proposed pipeline and well will be
presented at the September board meeting for authorization of construction. If
approved, construction would begin in October. On the primary reformer,
request for information responses from licensors were received the week of
Aug. 9. A final report and recommendation on a licensor is expected in
September.

•

Daniel Schaaf Gallagher, manager of commodity sales and trading, said drought
conditions are holding steady in North Dakota, which is the biggest detriment to
anhydrous ammonia sales as customers are saying they will not prepay for fall
and will only take cash tons even if pricing is higher. For urea, there is
uncertainty in the fall market. Dakota Gas is stocking up product strategically,
and shipping two unit trains this month and planning for two more in September.
Diesel exhaust fluid volumes are forecasted to be double in August what they
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were in July, and July was a record month. Pricing and demand should stay
elevated through September. Natural gas output from the Bakken is closer to
pre-pandemic volumes, and gas prices in Watford City are about $2 higher in
July 2021 than they were in July 2020. Strategically, Dakota Gas allocated a
large percentage of the position to daily prices versus first-of-the-month prices
due to rising daily price levels, and is purchasing large volumes of gas for
storage injections which secures storage injections and allows for lower relative
priced purchases to be used during plant production events.
•

Production (see slides below)

•

ACTION: Dakota Gas directors elected Todd Telesz to be president of Dakota
Gas effective Sept. 1, 2021.

•

ACTION: Dakota Gas directors elected Todd Telesz to be president of Souris
Valley Pipeline effective Sept. 1, 2021.

•

ACTION: Dakota Gas directors approved updated bank resolutions for Dakota
Gas and Souris Valley Pipeline effective Sept. 1, 2021.

•

ACTION: Dakota Gas directors approved updated officers on the Mizuho
Securities LLC account.

•

ACTION: Dakota Gas directors approved the 2022-2031 financial forecast.

3. Dakota Coal Company
•

Joe Leingang, superintendent of fuel and transportation, said the coal pile at
Leland Olds Station is at 375,015 tons or 29.9 days of burn at the end of July
(target is 39.9 days of burn). At Laramie River Station, the coal pile is at 66.4
days of burn (target is 34.6 days). He said burns at Laramie River were above
budget in June for the first time in 13 years due to higher temperatures than
usual and the budget being adjusted down.

•

Randy Banning, manager of Dakota Coal and Montana Limestone, gave an
update on the 902 dragline tub assembly. Diesel prices are at $2.30, which is up
from the budgeted price of $1.54.

•

ACTION: Dakota Coal directors elected Todd Telesz to be president of Dakota
Coal effective Sept. 1, 2021.

•

ACTION: Dakota Coal directors approved the 2022-2031 financial forecast.

4. Basin Electric
•

Mark Foss, senior vice president and general counsel
•

Basin Electric and North Iowa Municipal Electric Cooperative
Association filed a complaint with Southwest Power Pool (SPP) over
billing related to the February energy emergency on July 16. On July
22, SPP filed a motion requesting more time, which FERC granted due
to the scope of the complaint. The deadline is Aug. 19.

•

Basin Electric met with Crow Creek on July 21, and have executed and
made payments for easements under a temporary use permit
agreement. Basin Electric will end up with both a Bureau of Indian
Affairs easement and an easement agreement with the tribe to address
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non-monetary items. Basin Electric is working with Western Area
Power Administration with respect to what they have paid related to
similar items.

•

•

On July 1, the Internal Revenue Service issued a ruling that says an
entity does not need to own all of the carbon capture equipment to
claim a Section 45Q credit.

•

ACTION: Basin Electric directors elected Todd Telesz to be president
of Nemadji River Generation (subsidiary) effective Sept. 1, 2021.

•

ACTION: Basin Electric directors approved updated bank resolutions
for Basin Electric effective Sept. 1, 2021.

•

ACTION: Basin Electric directors approved updated officers on the
Basin Electric account.

Dale Niezwaag, vice president of government relations
•

The Senate Energy and Natural Resources proposal in the Bipartisan
Infrastructure Framework includes $100 billion package focused on
grid reliability, clean energy, energy efficiency, wildfire management,
and water infrastructure.

•

The Senate is developing a $3.5 trillion reconciliation bill, intended to
include a clean energy standard, which would not set a goal but would
seek to provide sufficient funding for utilities to deploy technology to
achieve 80% emissions reduction by 2030.

•

Basin Electric joined more than 165 organizations in a letter to
Congressional leaders regarding carbon management priorities.

•

On July 15, FERC announced an Advanced Notice of Proposed
Rulemaking regarding transmission planning and cost allocation and
generator interconnection. Comments are due Oct. 12, and Basin
Electric will work with NRECA, SPP, and other stakeholders.

•

In North Dakota, a special session is rumored for October which would
address $1 billion of CARES Act money and $250 million on Legacy
funds.

•

Seven South Dakota lawmakers toured Basin Electric facilities July 2627.

•

In Wyoming, the Energy Authority is holding an invitation-only event
Aug. 10 entitled Sequestration as a Service. There will be a PCOR
Partnership event in September with a panel on Dry Fork Station,
Membrane Technology and Research, and CarbonSAFE plans and
progress. On Aug. 12 there is a joint minerals committee meeting
addressing a bill draft for the state to eventually hold title to
sequestered carbon dioxide.

•

Minnesota statewide held an Energy Issues Summit.

•

In Iowa, Basin Electric and other G&Ts and utilities are filling joint
comments on a plan for Iowa’s transmission grid.
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•

•

The Resolutions Committee will meet Sept. 13.

•

The Annual Washington D.C. Fall Fly-in will be held Sept. 27-29.

Troy Tweeten, senior vice president of Operations
•

Actual Generation (see slide below)

•

Laramie River Station Unit 1 was taken offline on July 30 due to a
bushing failure in the generator step-up transformer. The unit will be
back online Sept. 4.

•

Jason Cowan, Leland Olds Station plant manager
•

•

An induced draft fan is getting a motor replaced.

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

A new all-time high summer peak was set in July.

•

Several different special member rates are being considered for
recommendation.

•

Justin Kringstad, director of the North Dakota Pipeline Authority,
presented on the current state of activity in the Bakken of western
North Dakota and eastern Montana. There are 23 rigs in North Dakota
(a rig can drill about double the number of wells they could 10 years
ago). Wells are producing a lot more natural gas than previously, and
the state will run out of natural gas processing capacity by mid-2023.
The BTU level of natural gas in the Northern Border Pipeline is rising
due to ethane in the pipeline, and a market is needed for the ethane so
that it is removed from natural gas.

•

Becky Kern, director of long-term utility planning
•

Basin Electric’s power supply strategy and open position is
meant to bring awareness of the cooperative’s exposure to
the market and set a foundation to take action. For example,
in SPP, there are targets identified for whether the cooperative
should take on more or less market exposure; expectation of
low natural gas prices and market prices, a regional
generation portfolio that has significant surplus/low-priced
power, continued renewable development, and moderate
member growth are reasons for more market exposure, while
a regional generation portfolio with minimal surplus/low-priced
power, regional capacity shortfall, and significant member load
growth are reasons for less market exposure.

•

ACTION: Basin Electric directors authorized the CEO and general
manager to authorize and empower Nemadji River Generation, a Basin
Electric subsidiary, to finalize documentation required for the
acquisition of 30% interest in the Nemadji Trail Energy Center project.

•

ACTION: Basin Electric directors approved 2022 Rate Schedule A.

•

Val Weigel, director of asset management and commodity strategy
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•

•

In Southwest Power Pool (SPP), wind penetration in July 2021
was 20.3% versus 19.6% in July 2020. MISO North July wind
to load penetration in July 2021 was 22.1% compared to
21.5% in 2020.

•

So far in 2021, nearly 975 megawatts of wind has come online
in SPP, with an additional 4 gigawatts expected to by the end
of the year.

•

Liquefied natural gas exports (up 42% year over year) are
supporting natural gas prices.

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

The SPP West regional transmission organization seems to be moving
along well. More work needs to be done regarding DC ties.

•

Pius Fischer, vice president of transmission

•

•

Efforts are being made in SPP to mitigate the generation
interconnection queue.

•

The SCRIPT (Strategic and Creative Re-engineering of
Integrated Planning Team) is responsible for developing
broad changes to SPP’s transmission planning processes,
and involves 16 committee members from diverse sectors.
The SCRIPT has recommended changes to the SPP
generation interconnection process which was approved by
the SPP board of directors this month.

•

Western Area Power Administration is continuing to develop
their plan to address the lessons learned from the February
energy emergency. The plan includes methoids to
communicate the state of the grid, transparently
communicating load shed plan details, training, and periodic
drills.

Derik Johnson, manager of transmission system maintenance
•

•

A bushing fault on the Laramie River Station Unit 1 generator
step-up transformer brought the unit down. Transmission
system maintenance is cleaning and re-energizing the unit,
replacing the bushings, draining oil from the transformer, and
looking into options for a spare transformer. The unit should
be back online in early September.

Gavin McCollam, vice president of engineering and construction
•

Large Capital Projects (see slide below)

•

At Lonesome Creek Station Unit 6, commercial operation is
expected Aug. 22. The first fire was achieved Aug. 2.

•

The Gillette transmission system maintenance shop is having
issues with expansive clay which causes the building to shift.
The team is evaluating alternatives for a solution.
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•

•

•

ACTION: Basin Electric directors authorized the Northshoreto-Neset general contractor contract.

•

ACTION: Basin Electric directors approved the 2022-2031
Long Range Engineering Plan.

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

The agenda for Annual Meeting was discussed.

•

Chad Reisenauer, director of community and member relations, gave
an update on security and response services, which has 81 members
across 11 states, monitors about 735,000 meters, and is responsible
for the safety of 1,375 lineworkers. Security and response services has
added nearly 10 new co-ops since 2019.

Steve Johnson, chief financial officer and senior vice president
•

Staff is looking into the best option (private placement market or public
bond market) for meeting capital spending requirements over the near
term.

•

Katrina Wald, vice president and controller

•

•

Gross domestic product indicates continued quick economic
recovery.

•

The unemployment rate was at 5.4% in July, which is down
.5%. The labor participation rate remains below pre-pandemic
levels (63.4% in January 2020 vs. 61.7% in July 2021).

•

Although pandemic relief decreased, there was an increase in
personal income and spending in June.

ACTION: Basin Electric directors authorized the 2022-2031 financial
forecast.

Generation
Total energy available for sale in July was estimated to be 3.1 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 2.5 million MWh
compared to the forecast of 2.7 million MWh. Surplus sales were estimated at 570,000
MWh, compared to the forecast of 345,000 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 69.17 million
standard cubic feet per day of natural gas produced from coal. The plant operated at 80.9
percent of capacity during the month.
Total tons of saleable fertilizer produced was 52,664 tons. That includes anhydrous
ammonia, granular urea, urea content in diesel exhaust fluid, and ammonium sulfate.

Synfuels Plant production
Production data for July 2021 for selected products at the Great Plains Synfuels Plant
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were as follows:
Anhydrous ammonia – 29,145 tons produced
Urea – 35,823 tons produced
Dak Sul 45 (ammonium sulfate) – 7,536 tons produced
Carbon dioxide – About 2,893 million standard cubic feet were delivered during the
month.

Financial data
Basin Electric Consolidated
NET INCOME AFTER TAX
UNAUDITED

July 2021

(in millions)
Basin Electric

$

Dakota Gasification Company
Dakota Coal Company
Interco. Eliminations & Other*
Consolidated Net Income/(Loss) After Tax

$

Monthly
Actuals

50.7 $
(0.1)
2.9
0.1
53.6 $

Monthly
Budget

Over/(Under)
Budget

24.3 $
(13.3)
1.9
13.4
26.3 $

YTD Actuals

26.4 $
13.2
1.0
(13.3)
27.3 $

YTD Budget

96.0 $
(20.1)
13.3
20.3
109.5 $

Over/(Under)
Budget

62.4 $
(41.3)
2.4
41.5
65.0 $

33.6
21.2
10.9
(21.2)
44.5

*

* Includes elimination of income/loss on investment in DGC.

Basin Electric
For the month of July, Basin Electric reported an after-tax margin of $50.7 million compared to a
budgeted after-tax margin of $24.3 million.
• Member sales were under budget; an unfavorable variance of $9.6 million mainly due to
lower demand and energy volumes.
• Surplus sales were over budget; a favorable variance of $15.5 million mainly due to higher
volumes and prices especially in the West.
• Operating expenses were lower than budget; a favorable variance of $3.3 million.
o Lower transmission wheeling, administration, and production expense partially
offset by higher purchased power
• Maintenance expenses were lower than budget; a favorable variance of $2.1 million.
• Dakota Gas’ net loss was lower than expected; a favorable variance of $13.2 million.
Dakota Gas
For July, Dakota Gasification reported an after-tax net loss of $0.1 million compared to a
budgeted net loss of $13.3 million.
• Synthetic natural gas revenue was higher than budget due to pricing (+$0.63/dt) as lower
volumes (-365k dt) were sold; a favorable variance of $1.3 million.
• By-product and co-product sales were higher than budget; a favorable variance of $5.8
million.
o DEF revenue was $2.2 million higher, tar oil revenue was $2.1 million higher,
Ammonia revenue was $1.1 million higher and ammonium sulfate revenue was
$0.9 million higher all as a result of higher prices and volumes. Urea revenue was
$0.5 million lower than budget due to volumes as prices were favorable.
• Operating expenses were lower than budget; a favorable variance of $8.5 million.
o Inventory $6.4 million, Contracted Services $1.7 million, Labor $0.8 million,
and natural gas Purchases (-$2.4 million)
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•

Benefit from income tax was $2.3 million lower than budget due to less of a loss before
income taxes.

Dakota Coal
For July, Dakota Coal Company reported after-tax net income of $2.9 million compared to a
budgeted net income of $1.9 million.
• Lignite coal sales were $1.6 million lower than budget as a result of less tons sold.
• Lignite coal purchases were $1.7 million lower than budget.
• An unrealized gain of $1.7 million was recorded on mine closing fund investments.
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