Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
July 9-10, 2019
Basin Electric Headquarters building, Bismarck, ND
1. Basin Electric committees met Tuesday morning:
•

Operations: The group talked about security on iPads and iPhones, and were
assured the devices are secure. They talked about liability insurance, and Basin
Electric has $10 million in cybersecurity liability insurance. The group went
through the draft financial forecasts.

•

Marketing and Planning: The group learned about a coupling failure in the
carbon dioxide compressor at the Great Plains Synfuels Plant, and how
maintenance staff and procurement staff at Basin Electric worked together to
get a new part quickly. They learned about the B-Train methanation catalyst
replacement, and a change to the SCR-SNCR budget at Laramie River Station,
and an electrical upgrade at that plant as well. There is also a transmission line
access easement acquisition. They also learned about what’s happened to date
with discussions with GE on the damage at Lonesome Creek Station.

•

Finance: The group talked about challenges in marketing diesel exhaust fluid
and urea. They have filled all contracts, they are just not marketing additional
product.

2. Dakota Gasification Company
•

Dale Johnson, vice president and Synfuels Plant manager, said there were
fewer injuries during the scheduled June half-plant turnaround than there were
in the last two turnarounds, and all injuries were minor. They completed 1,100
tasks during the turnaround, with minimal additional tasks found during work.
The ammonia plant tripped in June, which resulted in the discovery of coupling
in the carbon dioxide compressor needing to be replaced. Good work by
maintenance staff and procurement staff meant a replacement part was found
quickly. Looking at the economics for ammonium sulfate versus carbon dioxide
shows the net value of carbon dioxide sales is about three times the value of
ammonium sulfate on an equivalent ton basis.
•

ACTION: Dakota Gas directors authorized the replacement of the BTrain methanation catalyst.

•

Kimberly Miller, senior business analyst, presented the draft 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.

•

Dan Schaaf Gallagher, Basin Electric manager of commodity sales and trading,
said testing on a urea coating agent was successful. There were two
consecutive months of record diesel exhaust fluid volume deliveries, which also
exceeds budgeted volumes. A new tar oil contract has been executed and
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allows for volumes to be cancelled if it’s uneconomical to transport versus
natural gas. The first month of delivery and discharge at the new tar oil terminal
was successful. The naphtha customer has resumed receiving product. There
was a small leak in the naphtha tank in Illinois, and product is being loading
from rail cars directly to barges until that is fixed. Good discussions on another
carbon dioxide contract.
3. Dakota Coal Company
•

Dean Bray, Dakota Coal manager, said the Montana Limestone quarry
surpassed a year of no lost time accidents in June. He gave an updated on the
901 dragline outage in June at Freedom Mine. Also a 200,000 gallon fuel tank
will be replaced with six 50,000-gallon tanks.

•

Joe Leingang, superintendent of fuel and transportation, gave an update on the
coal piles at Leland Olds Station (higher burns than projected and getting less
coal from BNSF Railway due to the derailment, which bodes well for rate
negotiations) and Laramie River Station. He also explained impacts on Basin
Electric generation fleet due to Cloud Peak Energy bankruptcy in Wyoming.

4. Basin Electric
•

•

•

Paul Sukut, CEO and general manager
•

Joe Leingang, superintendent of fuel and transportation, gave an
update on Western Fuels and Western Fuels - Wyoming.

•

Justin Kringstad, director of the North Dakota Pipeline Authority, was a
guest speaker. He talked about insufficient pipeline and processing
infrastructure for natural gas being an issue in the Bakken oil field.
Also, on enhanced oil recovery, testing is being done but technology is
likely still decades away for commercial application.

Casey Jacobson, senior staff counsel
•

Tri-State G&T, a Class A member of Basin Electric, will likely become
subject to FERC jurisdiction. Once that goes into effect, Basin Electric
would be subject to FERC regulation 60 days later. Basin Electric plans
to ask FERC for a delay or waiver to learn more and make required
filings.

•

Anine Merkens, attorney I, gave an update on environmental legal
issues. On LRS BART, a motion has been filed to dismiss the case;
environmental groups have until July 19 to file a petition for review. On
the Affordable Clean Energy Rule, it was published June 19 and
repeals the Clean Power Plan. Now, utilities and state regulators will
work together to establish standards of performance; plans are due in
three years.

•

ACTION: Basin Electric directors approved a land swap to support a
bond release of WY DEQ Mining Permit 565. It now goes to the
Missouri Basin Power Project’s Management Committee.

Dale Niezwaag, vice president of government relations
•

Staff has developed a summary sheet on the Affordable Clean Energy
Rule.
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•

•

Staff has developed a Basin Electric position paper including talking
points on clean energy proposals coming from states.

•

Comments were submitted July 3 to the IRS on 45Q implementation
guidelines.

•

The USEIT Act passed the U.S. Senate as part of the National Defense
Authorization Act.

•

ACTION: Basin Electric directors named Tom Wagner, district 4, board
representative to the Resolutions Committee.

John Jacobs, senior vice president of Operations
•

Actual Generation (see slide below)

•

Kevin Tschosik, manager of distributed generation, said wind capacity
factor was low, at about 30% in June, because wind speeds were
lower. He talked about the Lonesome Creek Station Unit 3 engine
failure, and the investigation into that.

•

Derik Johnson, manager of transmission system maintenance
•

•

Kerry Kaseman, manager of commodity risk
•

•

ACTION: Basin Electric directors authorized condemnation on
outstanding landowners on Osage-to-Yellow Creek line
access easement.

ACTION: Basin Electric directors authorized a credit limit for the Bank
of Nova Scotia to accommodate transmission service to Capital Power
Energy Marketing.

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

2020 rate components were discussed, including holding the base rate
and electric heat rate, keeping the load incentive rate as is, and adding
a member-owned trial battery rate.

•

The Burke Wind project, to be owned and operated by NextEra, was
denied permit by the North Dakota Public Service Commission
(NDPSC) due to concerns from U.S. Fish and Wildlife Service and
North Dakota Game and Fish Department about location. Completion
date had been anticipated for Dec. 31, 2019. NextEra plans to
investigate alternate locations, submit a new NDPSC application, and
be in service by Dec. 31, 2020.

•

As Basin Electric continues discussion on the Antelope Valley Station
Unit 2 lease, discussion also needs to continue on resource
alternatives.

•

Staff continues to assess proposals received from a request for
proposal Basin Electric issued in May 2019 for capacity and energy in
northwestern North Dakota.

•

Becky Kern, director of utility planning
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•

•

Val Weigel, director of asset management and commodity strategy
•

•

•

•

•

•

ACTION: Basin Electric directors approved an amendment to
the wholesale power contract with Corn Belt Power
Cooperative to modify the shape of the 50-megawatt contract
rate of delivery. The shape was re-evaluated and modified to
better align with the shape of the cooperative’s load.

On July 9, wind was very low compared to forecasts across
the Southwest Power Pool, but load was ramping up more
than anticipated. Because our traders are familiar with market
positions, congestion patters, and our generation resources,
they were able to see what was happening quickly and
purchase space to move power before other entities did,
which resulted in more revenue than usual.

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

Southwest Power Pool is proposing an expansion to the west, called
the Energy Imbalance Service, to go-live Dec. 1, 2020. Commitment
from critical mass of western market participants would be required by
Sept. 1, 2019. Additional market participants may be added at 6-month
intervals after go-live.

•

Large Capital Projects (see slide below)

Gavin McCollum, vice president of Engineering, and Construction
•

ACTION: Basin Electric directors authorized an upgrade to replace all
Laramie River Station Unit 3 main plant existing motor control centers,
480-volt switchgear, transformers, and tie bus. Will also add an
essential services load center to tie into the emergency generator bus.

•

ACTION: Basin Electric directors authorized amending the Laramie
River Station SCR/SNCR general works contract.

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

Member Manager’s Conference to be held July 16-17. There are 129
people registered.

•

Two public events supported by staff include an electric vehicle tailgate
party at the North Dakota Capital Grounds, and a kids’ education day
at the Larks baseball game.

Diane Paul, senior vice president of Human Resources
•

Staff is working on benefits packages for 2020, and negotiating with
Blue Cross/Blue Shield for insurance services.

•

The annual performance appraisal and salary review are in process.

Steve Johnson, senior vice president and chief financial officer
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•

Fitch has launched a new scoring system that indicates how
environmental, social, and governance factors impact individual credit
ratings.

•

Moody’s credit update of key rating factors notes a “riskier consolidated
business profile compared to most peers” due to Dakota Gas and
financing which includes a Basin Electric unsecured guarantee.

•

Darla Miller, manager of financial planning and forecasting, presented
the draft 2020-2029 financial forecast. Assumptions include
maintaining a margin of $90 million; revenue deferral not to exceed
$300 million through 2023, and then revert to $200 million; 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, and Dakota Gas revolver with
Basin Electric less than $500 million.

Generation
Total energy available for sale in June was estimated to be 2.5 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 June was estimated at 2.0 million MWh
compared to the forecast of 2.0 million MWh. Surplus sales were estimated at 400,600
MWh, compared to the forecast of 510,300 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 100.8 million
standard cubic feet per day of natural gas produced from coal. The gas path operated at
59.7 percent of capacity during the month due to the half-plant turnaround. Total tons of
saleable fertilizer produced was 44,636 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 June 2019 for selected products at the Great
Plains Synfuels Plant were as follows:
Anhydrous ammonia – 31,413 tons produced; 11,391 tons were shipped. Plant site
inventory is 15,216 tons.
Urea – 25,250 tons produced; 13,859 tons shipped. Plant site inventory is 20,851 tons of
product.
Diesel exhaust fluid – 1,114,646 gallons produced; 920,560 gallons of 50% solution were
shipped; 689,021 gallons of 32.5% solution were shipped. Plant site inventory is 441,845
gallons.
Dak Sul 45 (ammonium sulfate) – 2,262 tons produced; 2,658 tons were shipped. Plant
site inventory is 1,752 tons.
Tar oil – 16,799 barrels produced; 25,082 barrels were shipped. Plant site inventory is
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7,304 barrels.
Carbon dioxide – About 2,565 million standard cubic feet were delivered during the
month.

Financial data
For the month of June, Basin Electric reported an after-tax margin of $10.7 million
compared to a budgeted net income of $8.3 million. Sales of electricity to member
systems were estimated to be $134.2 million compared to a forecast of $130.7 million.
Surplus sales totaled $7.8 million compared to the forecast of $13.0 million. Year-to date,
Basin Electric reported an after-tax margin of $48.8 million compared to a budgeted
margin of $41.0 million.
For the month of June, Dakota Gasification Company reported an after-tax net loss of
$10.6 million compared to a budgeted loss of $5.3 million. Revenue from the sale of
natural gas was $7.3 million compared to the budget of $8.1 million. Revenue from byproduct and co-product sales totaled $18.0 million compared to the budget of $21.2
million. Year-to-date, Dakota Gasification Company reported an after-tax net loss of $15.8
million compared to a budgeted margin of $2.6 million.
For the month of June, Dakota Coal Company reported an after-tax net loss of $0.5
million, compared to a budgeted loss of $2.9 million. Year-to-date, Dakota Coal Company
reported an after-tax net income of $9.5 million compared to a budgeted net loss of $2.9
million.
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