Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
June 11-12, 2019
Basin Electric Headquarters building, Bismarck, ND
1. Basin Electric committees met Tuesday morning:
•

Operations: The committee received an update on fertilizer production, which is
going well. They also heard about transmission infrastructure upgrades. EERC
has performed a study on sulfur removal from the CO2 for enhanced oil
recovery. Investigations continue on gasification of bio-mass. The committee
heard the results of a recent study for food-grade CO2.

•

Marketing and Planning: The committee learned about the sales strategy for
naphtha and open energy market position. They also received information about
transmission build out and repowering of NextEra wind projects.

•

Finance: The committee learned about elimination entries – their purpose and
how they are accounted for. They also received an overview about cyber
security. The Process Assessment Team presented information about the areas
the team is focusing on, particularly collaboration and inventory management.
IS&T continues to upgrade computers to Windows 10; options for Asset Suite
were discussed. The committee also learned about the cooperative’s historical
use of deferred revenue.

2. Dakota Gasification Company
•

Dale Johnson, Synfuels Plant manager, said the Great Plains Synfuels Plant
had a full-scale emergency response exercise May 23. About 70 people
participated on- and off-site. Such drills are required by many regulatory
agencies like OSHA and pipeline regulatory agencies. FM Global conducted its
semi-annual process review/audit by testing and inspecting fire protection
systems. Employees have gone 92,680 hours without a lost-time accident. Fuel
grade tar oil is being off-loaded. OCI will have their outage July 1, so we expect
to move a lot of DEF during July.

•

Dan Schaaf Gallagher, Basin Electric manager of commodity sales and trading,
said spring was good in our market compared to other regions. This is due to
flooding of the Missouri and Mississippi Rivers. The ammonia application in
North Dakota was one of the best in the country, with three solid weeks of
application. The entire U.S. is behind in planting corn. Soybean planting is
down, too. May DEF sales are 27% above budget. This is a record amount of
DEF shipped. The end of year forecast shows we’ll meet or exceed budget each
month forward. Urea demand and product movement have slowed due to:
repeated opening/closing of Mississippi River, wholesalers liquidating product to
make room for late deliveries, and producers from Canada and Midwest
unloading product in our market. The first deliveries of tar oil to NuStar Terminal
arrived on June 1. Tar oil contract discussions are ongoing. In regard to cresylic
acid - a trans-loader in Houston, TX, looks to be more economical for DGC and
our customers. This change will save DGC approximately $3,250 per railcar or
approximately $300,000/year.
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3. Dakota Coal Company
•

Dean Bray, Dakota Coal manager, said Wyoming Lime Producers’ nine-year
safety record came to an end with a recent incident in which an employee’s
lower abdominal wall was torn away from his pelvis.

•

Bray provided an overview of Freedom Mine’s cost of producing lignite coal. The
mine’s outage of unit 903 took 17 days to finish, with no injuries, incidents or
damage.

•

Joe Leingang, superintendent of fuel and transportation, gave an update on the
coal piles at Leland Olds Station and Laramie River Station.

4. Basin Electric
•

Paul Sukut, CEO and general manager

•

Mark Foss, senior vice president and general counsel

•

•

Reviewed FERC regulations. Basin Electric’s 2015 RUS buyout did not
trigger FERC jurisdiction. Two potential situations may change this.
First, projections show McKenzie Electric will top 4 million MWH as
early as this year. Four million MWH is a trigger for Basin Electric
FERC regulation. Secondly, Tri-State may become FERC regulated.
Basin would lose its exemption at the time Tri-State is subject to FERC
regulation.

•

Provided an update on the Joint Defense Agreement. Dakota Energy
requested East River Electric transmission tariff and a breakdown of
their delivery information. Basin and East River will work together. East
River will ask its members (except Dakota Energy and Meeker Electric)
to sign the JDA.

•

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 for the new easements. Basin Electric needs to
receive at least a 50% response vote, or show a good faith effort by
going door to door. So far, we have 42% response.

•

The SNCRs at Laramie River Station are now operational; the SCR
must be operational by July 1. The revised FIP final rule was published
May 20. Basin will file a motion to dismiss in the 10th Circuit, ending
litigation that started in 2014. Environmental groups have until July 19
to appeal EPA’s approval of the settlement.

•

EPA reported in its June 5 status update that interagency review of the
ACE Final Rule is nearly complete. EPA is on schedule for a late June
publication. Basin is working with NRECA and other utilities on a draft
guidance document for states to use to implement the ACE Rule.

•

Provided an update on the FLSA Collection Claim from Laramie River
Station employees. Basin is waiting for a judge’s ruling on plaintiff’s
motion for conditional class certification.

Dale Niezwaag, vice president of government relations
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•

•

Minnesota - The Minnesota Legislature adjourned May 25, after a
special session. No substantive energy policy bills were passed. The
100% Clean Energy mandate by 2050 didn’t pass. Neither did a “Clean
Energy First” in determining new generation choices

•

Wyoming – This fall, University of Wyoming will kick off a pilot course
about Cooperatives. The course is based on Adam Schwartz’s class at
the University of Mary Washington in Virginia. Wyoming Statewide
provided $10,000 to fund the course.

•

South Dakota legislators on June 5 toured Basin Electric’s Marketing
floor, Antelope Valley Station, Great Plains Synfuels Plant, and the
Freedom Mine.

•

The Clean Energy for America Act is sponsored by Senators Klobuchar
(D-MN) and Wyden (D-OR). It replaces 44 current incentives with clean
electricity, transportation fuel, and energy conservation incentives. It
also provides tax incentives and accelerated depreciation for Clean
Energy & Storage projects. It will include a performance-based
incentive for “clean energy” storage. It includes a tax credit for
transportation fuels that are at least 25% cleaner than average.

•

IRS Section 48A provides a tax credit for improving efficiency of, or
adding carbon capture to, a generating plant, however, there are
conflicting requirements. Rep. McKinley (R-WV) sent a letter to House
Ways and Means Chair on June 6, asking 48A changes to be included
in any expiring tax extenders and asked co-sponsors of Carbon
Capture Modernization legislation to sign.

•

Wind PTC - there has been talk of either extending the Wind PTC or
developing a new “Clean Energy” PTC.

•

The Senate Finance & Tax Committee has established six task forces,
focusing on 42 expiring tax credit provisions. They are looking to craft
long-term solutions.

•

The Biden Plan for a Clean Energy Revolution and Environmental
Justice features net-zero emissions by 2050. It also features
“aggressive” methane limits for oil and gas operations; new fuel
economy standards so 100% of new light and medium-duty vehicles
are electric; accelerate deployment of carbon capture, use and storage;
and identify the future of nuclear energy.

John Jacobs, senior vice president of Operations
•

Actual Generation (see slide below)

•

June is a good time for operations: staff is wrapping up outages and
getting ready for summer use.

•

Plans are underway for the 2020 fall outage for Leland Olds Station. By
reducing the schedule, Basin will save $6.2 million.

•

Tom Stalcup, Dry Fork Station plant manager, gave an update on the
plant outage. He also shared that Casper Safety did a mock rescue at
Dry Fork Station.
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•

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

Bids for the RFP are due June 21. Talon Energy replied, stating it will
not provide a bid. Uniper has asked a lot of questions. More
information will be shared after June.

•

The Class A Member District Meeting was held June 5. Topics
discussed were: year-to-date update, FERC cybersecurity assessment,
NIPCO/NWREC/Ethanol Plant PPA, 2020 rate schedule, financial
forecast assumptions, short/long-term resource economics, and what it
takes to serve a firm load.

•

Remaining adders will provide an estimated revenue of $12.9 million
for 2020.

•

The Bakken Area Load Study, commissioned by the North Dakota
Transmission Authority, shows significant electrical load growth
through 2038. Barr Engineering conducted the study; Basin Electric
provided load info. Basin Electric conducts a load forecast annually,
and Basin’s forecast is in line with the low end of Barr Engineering’s
study. (see slide)

•

Directors received an update on Basin’s availability to serve the load in
northwest North Dakota.

•

Becky Kern, director of utility planning

•

•

•

There was discussion on the MISO capacity purchase. Staff
will rely on the MISO Auction for a component of Basin’s
capacity and accept a small amount of exposure to the MISO
Auction Clearing Price.

•

ACTION: Basin Electric directors approved the repowering of
the following NextEra wind projects: Day County, Baldwin, and
the Wilton.

•

ACTION: Basin Electric directors approved the 2020 Load
Forecast Work Plan.

Val Weigel, director of asset management and commodity strategy
•

Given the buildout of 1200 Mw of wind, reserves and
associated costs in The Rocky Mountain Reserve Group
(RMRG) would increase. This has prompted discussions of
dissolution of the RMRG and joining a new reserve sharing
group.

•

An overview of the 2019 congestion auction was provided.

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

Large Capital Projects (see slide below)

•

SPP Regional State Committee (PSC Commissioners) meets July 29.

•

SPP Board and Members Committee meets July 30.
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•

•

•

•

There was an update and discussion about establishing a west side
market. More detail will be provided by SPP mid-June. Staff
recommended studying a full RTO membership for the Basin Electric,
Tri-State, and WAPA west-side facilities.

Gavin McCollum, vice president of Engineering, and Construction
•

ACTION: Basin Electric directors authorized the Stegall 230kV
Equipment upgrades and Stegall 345kV Tie Line Relay.

•

ACTION: Basin Electric directors authorized the LRS 230kV Substation
Equipment Upgrades.

•

ACTION: Basin Electric directors authorized LRS Fixed Wash Down
System – Under Coal Silos to Crusher House – Phase 3.

•

ACTION: Basin Electric directors authorized LRS Phase 3 Fixed Wash
Down Equipment and Installation Contract Award.

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

Basin Electric hosted a Key Accounts Master Course in May. Twenty
members attended the four-day session, conducted by Erick Rheam.

•

Communications is supporting various members with their Annual
Meetings by providing A/V and graphic design support.

•

A/V is leveraging their technology to help Transmission System
Maintenance livestream its quarterly safety meetings. Conducting this
training in one shot greatly reduces time and money, and is more
efficient.

•

SRS will meet with MinnKota members, who may be potential clients.

Diane Paul, senior vice president of Human Resources
•

Employee counts are at 1,848 employees. There are 531 fewer
employees since 1-1-17.

•

There are recruitment challenges for certain positions like engineering,
TSM journeyman, cyber security, real time traders, and
operator/technicians.

•

Renovation will be completed in Medical Services due to the addition of
an X-ray machine at Headquarters. Due to demand, a full-time nurse
will be added to the staff, and Dr. Kaspari will visit Headquarters twice
a week.

•

Dr. Kaspari has assumed the role of Medical Review Officer for Basin
Electric. The process of drug screenings has been reviewed with
subsequent lab changes being made, along with additional substance
abuse training for employees.

•

The Our Power, My Safety program will now feature a safety
recognition communication from Paul.
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•

•

Over the past ten years, Basin Electric has sponsored 4,900
scholarships for member cooperative consumers, member cooperative
employees, Basin Electric dependents, and MBPP scholarships.

•

Headquarters’ summer Casual for a Cause has raised $14,500 for the
Bismarck Cancer Center.

•

In its third year, 30 employees are participating in Basin’s BE Leaders
program. Additionally, Learning and Development staff are adding a
“Lunch and Learn” employee educational session monthly.

Steve Johnson, chief financial officer and senior vice president
•

Utilities face a “medium-high” cyber risk, according to Moody’s.

•

Fitch has issued new criteria for short-term ratings.

Generation
Total energy available for sale in May was estimated to be 2.3 million megawatt hours
(MWh). (Note: This line is 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 May was estimated at 2 million MWh compared
to the forecast of 1.9 million MWh. Surplus sales were estimated at 234,000 MWh,
compared to the forecast of 377,500 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 85.7 million
standard cubic feet per day of natural gas produced from coal. The gas path operated at
85.6 percent of capacity during the month. Total tons of saleable fertilizer produced was
56,134 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 May 2019 for selected products at the Great
Plains Synfuels Plant were as follows:
Anhydrous ammonia – 33,737 tons produced; 44,987 tons were shipped. Plant site
inventory is 11,532 tons.
Urea – 31,806 tons produced; 25,778 tons shipped. Plant site inventory is 14,024 tons of
product.
Diesel exhaust fluid – 1,390,766 gallons produced; 434,228 gallons of 50% solution were
shipped; 1,170,425 gallons of 32.5% solution were shipped. Plant site inventory is
698,945 gallons.
Dak Sul 45 (ammonium sulfate) – 8,590 tons produced; 20,197 tons were shipped. Plant
site inventory is 1,084 tons.
Tar oil – 6,863 barrels produced; 75,800 barrels were shipped. Plant site inventory is
2,017 barrels.
Carbon dioxide – About 3,039 million standard cubic feet were delivered during the
month.
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Financial data
For the month of May, Basin Electric reported an after-tax loss of $13.9 million compared
to a budgeted loss of $8.6 million. Sales of electricity to member systems were estimated
to be $119.1 million compared to a forecast of $118.2 million. Surplus sales totaled $5.9
million compared to the forecast of $9.4 million. Year-to date, Basin Electric reported an
after-tax margin of $38.1 million compared to a budgeted margin of $32.7 million.
For the month of May, Dakota Gasification Company reported an after-tax net income of
$7.5 million compared to a budgeted net income of $6.1 million. Revenue from the sale of
natural gas was $8.6 million compared to the budget of $8.3 million. Revenue from byproduct and co-product sales totaled $42.2 million compared to the budget of $39.2
million. Year-to-date, Dakota Gasification Company reported an after-tax net loss of $5.2
million compared to a budgeted margin of $7.9 million.
For the month of May, Dakota Coal Company reported an after-tax net loss of $0.2 million,
compared to a budgeted loss of $2.2 million. Year-to-date, Dakota Coal Company
reported an after-tax net income of $9.9 million compared to a budgeted net loss of $18
thousand.

Slides of interest:
Dakota Gas Production
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Actual Generation

Bakken Load Study, conducted by Barr Engineering for North Dakota Transmission
Authority
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