Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting

December 8-9, 2019
Grand Hyatt, Mt. Oxford room, Denver, Colorado

1. There were no committee meetings this month.
2. Board reorganization and shareholder meetings were held Sunday.
1. Basin Electric, Basin Cooperative Services
•

Wayne Peltier, president

•

Kermit Pearson, vice president

•

Charlie Gilbert, secretary-treasurer

•

Leo Brekel, assistant secretary

•

Non-director assistant secretary: Mark Foss, Basin Electric general counsel

•

Other directors: Paul Baker, Dan Gliko, Mike McQuistion, David Meschke, Troy
Presser, Allen Thiessen, Thomas Wagner

2. Dakota Gas reorganization
•

Mike McQuistion, chairman

•

Thomas Wagner, vice chairman

•

Dan Gliko, treasurer

•

Non-director secretary: Mark Foss, Basin Electric general counsel

•

Other directors: Allen Thiessen, Leo Brekel, Charlie Gilbert, Kermit Pearson, Paul
Baker, David Meschke, Troy Presser, Wayne Peltier

3. Dakota Coal/Montana Limestone reorganization
•

Troy Presser, chairman

•

Paul Baker, vice chairman

•

David Meschke, treasurer

•

Non-director secretary: Mark Foss, Basin Electric general counsel

•

Other directors: Dan Gliko, Wayne Peltier, Leo Brekel, Charlie Gilbert, Kermit
Pearson, Allen Thiessen, Mike McQuistion, Thomas Wagner

3. Dakota Gasification Company
•

Dale Johnson, vice president and Synfuels Plant manager, said staff are
preparing for a Responsible Care audit. An FM Global fire and natural hazard
consultant visited the plant Nov. 12-14. A replacement was completed on the
deepwell injection tube in November; the existing tube lasted 14 years, while it
was budgeted to last for 10 years. There was damage to the B Main Air
Compressor Rotor; the plant has spare parts and repairs were completed within a
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week in November. Representatives visited from the North Dakota Department of
Commerce; they are learning how Basin Electric and Dakota Gas resources
could be used to support Bakken growth.
•

ACTION: Dakota Gas directors approved the 2020 Operating and Capital
Budgets.

•

Dan Schaaf Gallagher, Basin Electric manager of commodity sales and trading,
said snow and other conditions have led to a poor fall for fertilizers. The Synfuels
Plant and competitors have started to curtail production of anhydrous ammonia.
For urea, there has been good demand, and while storage space is an issue,
there are places to move the product outside of the traditional trade area. We are
anticipating there may be little storage space in North Dakota for Dak Sul 45, but
similar to urea there are places to move the product outside of the traditional
trade area. N-7 is tentatively entering into a contract with Dyno Nobel to market
diesel exhaust fluid from Dyno’s facilities in Cheyenne, Wyoming, and St. Helens,
Oregon. There may be opportunities to start BTU sharing with other companies
putting natural gas into the Northern Border Pipeline. The gas coming from the
Bakken has BTU’s at about 1,150+, while the pipeline needs to limit BTU’s to
1,100.

4. Dakota Coal Company
•

Dean Bray, manager of Dakota Coal and Montana Limestone, said Laramie River
Station has seen an uptick in their stockpile because burns are down at Unit 1
due to low market prices caused in part by transmission congestion. There is
currently 90.5 days of full load burn on the pile, while the target is to have 34.6
days of full load burn. At the Frannie Lime Kiln, the burner tip had to be replaced
to help control flame in the firing end of the kiln barrel.

•

ACTION: Dakota Coal directors approved the 2020 Operating and Capital
Budgets.

•

ACTION: Dakota Coal directors approved five new loans under the Master Loan
Agreement with CoBank.

•

ACTION: Dakota Coal directors authorized financing the replacement of a new
tub for the Dragline #902.

•

ACTION: Dakota Coal directors authorized financing the acquisition of a new
replacement Kress Coal Hauler.

5. Montana Limestone Company
•

Dean Bray, manager of Dakota Coal and Montana Limestone, said security gates
have been installed to prevent motorists from driving onto the quarry site.

6. Basin Electric
•

Dean Bray, manager of Dakota Coal and Montana Limestone
•

•

Nebraska Public Power District will likely join Western Fuels, which will
save Basin Electric money on the Western Fuels Association member
fees at both Dry Fork Station and Laramie River Station.

Dale Niezwaag, vice president of government relations
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•

•

•

Basin Electric sent a letter to the IRS in support of developing rules for
45Q.

•

Met with U.S. House Energy and Commerce Committee Democratic
staff on Nov. 8 to discuss clean energy legislation. The main question
asked: What is your organization doing to reduce carbon pollution? Coop representatives let the staff know that tax incentives are difficult for
co-ops to monetize, research and development for carbon dioxide
capture is important, and stranded assets are a major concern for coops.

•

U.S. House Democrats released an energy tax bill Nov. 19, which would
extend wind production tax credits (PTC) at 60% value for five years
and solar for five years.

•

Several across our congressional delegation signed on to a letter to
FERC on grid resiliency.

•

The new Energy Secretary, Dan Brouillette, supports all-of-the-above
energy strategies.

John Jacobs, senior vice president of Operations
•

Laramie River Station Unit 1 was in economic shutdown for 15 days in
October and 16 days in November.

•

Spirit Mound Station has been running more often than usual. The plant
has burned nearly 800,000 gallons to date in 2019, whereas the plant
burned nearly 1,000,000 gallons from 2008-2018.

•

PrairieWinds ND 1 had 16 turbines down for six days due to an
underground cable being cut.

•

Actual Generation (see slide below)

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

Work on the 2020 load forecast continues, with 82% of Class C
members approved so far, and 4 of 10 G&T approvals. Generally, loads
are looking to be higher in Southwest Power Pool and lower in
Midcontinent ISO and Wyoming.

•

Discussions continue regarding Bakken area generation, around selfbuild, partnership with Bakken Midstream, flare gas generation, and
long-term natural gas supply.

•

A request for proposal for solar and wind resources went out on Nov.
25, with a bid submittal deadline of Dec. 23.

•

Val Weigel, director of asset management and commodity strategy,
talked about how congestion at Laramie River Station Unit 1 is causing
losses. Marketing has worked with Operations to alter minimum run
times for the units when economic shutdowns make sense. Now, the
unit will run for a minimum of 64 hours rather than 24 hours, which will
alleviate wear and tear.
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•

•

•

•

•

While Laramie River Station Unit 1 makes minimal margins consistently,
the same occurs at Leland Old Station Units 1 and 2 at times, as well.
Each plant has unique challenges in a low-cost environment. For
Laramie River Station, it’s congestion, being a jointly owned unit, and
coal purchasing. For Leland Olds Station, it’s a higher dispatch curve,
the auxiliary boiler, and coal inventory levels. At Antelope Valley Station,
it’s the plant’s jointly owned structure, unit offers, and coal fines.

•

With the exception of North Dakota, warmer weather is expected across
the Southwest Power Pool footprint this winter.

Pius Fischer, vice president of transmission
•

The Western Energy Imbalance Service tariff will be filed in February.
The go-live date is anticipated for February 2021.

•

The Southwest Power Pool Reliability Coordinator services go-live date
was Dec. 3, 2019.

•

ACTION: Basin Electric directors accepted the Southwest Power Pool’s
notice to construct for the Tande to Northshore line.

Gavin McCollam, vice president of Engineering and Construction
•

The Bakken Generation team continues to work on options. They will be
coming to the board with a proposal to add a sixth 45-megawatt unit to
Lonesome Creek Station. Also, they are anticipating coming to the
board in March or April 2020 with a proposal for additional generation.
Burns and McDonnell has been chosen as the consulting engineer on
that project.

•

ACTION: Basin Electric directors authorized a three-year commitment to
continue the State of Wyoming’s investigation of carbon capture and
storage near Dry Fork Station through CarbonSAFE Wyoming Phase III.

•

ACTION: Basin Electric directors authorized the amendment of the
Bakken Generation Preliminary Survey and Investigation work order to
cover costs until project authorization.

•

Large Capital Projects (see slide below)

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

There were 780 attendees at the Basin Electric Annual Meeting, and
700 people served at the banquet.

•

There were 360 people who attended the members-only meeting.

Steve Johnson, senior vice president and chief financial officer
•

Staff and directors visited ratings agencies in December. All visits went
well, with a particular focus on how Basin Electric is meeting the
environmental, social, and governance (ESG) factors.

•

ACTION: Basin Electric directors authorized an amendment of the
purchase power agreement between Corn Belt Power Cooperative and
Basin Electric to facilitate separation of the internal decommissioning
fund into two separate investment funds.
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•

ACTION: Basin Electric directors approved the 2020 Operating and
Capital budgets.

Generation
Total energy available for sale in November was estimated to be 2.7 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 November was estimated at 2.5 million MWh
compared to the forecast of 2.2 million MWh. Surplus sales were estimated at 282,200
MWh, compared to the forecast of 376,400 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 68.5 million
standard cubic feet per day of natural gas produced from coal. The gas path operated at
77.5 percent of capacity during the month. Total tons of saleable fertilizer produced was
29,576 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 November 2019 for selected products at the
Great Plains Synfuels Plant were as follows:
Anhydrous ammonia – 12,408 tons produced; 6,301 tons were shipped.
Urea – 26,430 tons produced; 17,475 tons shipped.
Diesel exhaust fluid – 1,268,679 gallons produced; 670,382 gallons of 50% solution were
shipped; 642,687 gallons of 32.5% solution were shipped.
Dak Sul 45 (ammonium sulfate) – 6,356 tons produced; 2,464 tons were shipped.
Tar oil – 73,294 barrels produced; 62,385 barrels were shipped.
Carbon dioxide – About 2,850 million standard cubic feet were delivered during the
month.

Financial data
For the month of November, Basin Electric reported an after-tax margin of $13.9 million
compared to a budgeted net income of $13.5 million. Sales of electricity to member
systems were estimated to be $153.9 million compared to a forecast of $136.1 million.
Surplus sales totaled $7.0 million compared to the forecast of $9.9 million. Year-to date,
Basin Electric reported an after-tax margin of $135.3 million compared to a budgeted
margin of $122.2 million.
For the month of November, Dakota Gasification Company reported an after-tax net loss
of $11.7 million compared to a budgeted loss of $1.7 million. Revenue from the sale of
natural gas was $10.4 million compared to the budget of $9.4 million. Revenue from byproduct and co-product sales totaled $11.6 million compared to the budget of $24.7
million. Year-to-date, Dakota Gasification Company reported an after-tax net loss of $60.8
million compared to a budgeted loss of $17.0 million.
For the month of November, Dakota Coal Company reported after-tax net income of $0.1
million, compared to a budgeted net income of $1.4 million. Year-to-date, Dakota Coal
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Company reported an after-tax net income of $16.0 million compared to a budgeted net
income of $1.4 million.
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