Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
May 14-15, 2019
Basin Electric Headquarters building, Bismarck, ND
1. Basin Electric committees met Tuesday morning:
•

Operations: The committee received an update on fertilizer production and
loadout, which is going well. They also heard about a new process to reduce
dust associated with urea production. The Process Assessment Team
Generation Optimization working group presented an overview of current work
and upcoming plans.

•

Marketing and Planning: The committee learned about dust control in the
production area, and the summer-fall sales strategy. The Process Assessment
Team Generation Optimization working group presented an overview of current
work and upcoming plans.

•

Finance: The committee went through the financial forecast assumptions, the
role of the Middle Office, asset retirement obligations, and the status of the mine
closing funds. The Process Assessment Team Generation Optimization working
group presented an overview of current work and upcoming plans.

2. Dakota Gasification Company
•

Dale Johnson, Synfuels Plant manager, said the Great Plains Synfuels Plant
has a full-scale emergency response exercise scheduled for May 23. In April,
there was a National Energy Board environmental audit on the Canadian
section of carbon dioxide pipeline, and a North Dakota Public Service
Commission audit on the synthetic natural gas pipeline. A cooling water spill
happened while transferring water from one pond to another and a frozen pipe
burst. Fertilizer loadout is going well, with no more than 10 trucks onsite during
peak times, and wait times averaging 30-45 minutes.

•

Dan Schaaf Gallagher, Basin Electric manager of commodity sales and trading,
gave an overview of commodity futures, saying that Iran sanctions, OPEC
supply constraints, declining Venezuelan production, and war in Libya could
support oil prices in the near term, but trade policies and lower corporate
earnings could reintroduce economic growth concerns. He went through
inventory of products versus what was projected. In a sales summary, he said
tar oil volumes are lower than budgeted as a result of a terminal closure and
carbon black sales continue. Primary customer tar oil shipments have resumed
at a new terminal, and the estimated initial discharge date of resumed
shipments is June 1. In April, carbon dioxide sales in the pipeline were 145% of
budget, and are expected to be in line with the budget going forward. In the
summer and fall, the goal is to sell as much anhydrous ammonia prepay as
possible because fall season sales diminish each year. He walked through the
rest of the fertilizer sales strategy, and mentioned there is a potential increase of
diesel exhaust fluid sales at the end of July due to an OCI Wever plant outage.

3. Dakota Coal Company
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•

Dean Bray, Dakota Coal manager, said Wyoming Lime Producers received an
award from the Wyoming State Mine Inspector for a perfect safety record in
2018.

4. Basin Electric
•

•

•

Paul Sukut, CEO and general manager
•

Mike Paul, chief technical advisor, gave an update on the activities of
the Process Assessment Team. He discussed the four current working
group and provided directors with copies of the groups’ charters, along
with two new working group charters that will be initiated soon. The
Board will receive updates from each of the working groups in future
Board meetings.

•

Joe Leingang, superintendent of fuel and transportation, gave a
Western Fuels Association update. Tons sold are under budget by
more than 15%, with Laramie River Station and Dry Fork Station lack
of sales making up the majority of that variance.

Mark Foss, senior vice president and general counsel
•

Two 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 24% response.

•

On May 5, Environmental Protection Agency announced it intends to
promulgate the final Affordable Clean Energy Rule in June.

Dale Niezwaag, vice president of government relations
•

Basin Electric was requested to provide a letter of support to the
Department of Energy on Project Tundra. Basin Electric declined, as
the cooperative will be writing a similar letter for an Integrated Test
Center/Dry Fork Station project.

•

Final guidelines on 45Q are expected later this year or early next year.

•

FERC proposed a rule on Distributed Energy Resources, and
cooperatives and other electric utilities are opposed. An opposition
letter was led by U.S. Sen. John Hoeven, and signed by 22 Senators.

•

U.S. House and Senate Democrats introduced a national clean energy
standard bill which would reduce carbon emissions from power
generation by 80 percent by 2035 and net zero emissions by 2050.
U.S. Sen. Tina Smith is a lead sponsor on the Senate bill.

•

North Dakota - The pore space use legislation passed, with a lawsuit
likely.

•

Wyoming - U.S. Sen. Mike Enzi announced he will not seek re-election
in 2020. The Wyoming CarbonSAFE project held an open house May
1. Wyoming Gov. Mark Gordon visited Dry Fork Station in early May.
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•

•

•

Minnesota - The Minnesota Legislature adjourns May 20. The energy
bills passed by the House and Senate are going to conference
committee. The House bill contains a Clean Energy First provision and
100% Clean Energy mandate by 2050.

•

Iowa - Registration fees and an excise tax were established on electric
vehicles. Co-ops remain exempt from energy efficiency spending.

•

Colorado - Tri-State G&T is now under Public Utility Commission
jurisdiction for Electric Resource Plan approval. State and utility carbon
dioxide emission reductions are established. A social cost of carbon for
Public Utility Commission-regulated utilities is established.

John Jacobs, senior vice president of Operations
•

Actual Generation (see slide below)

•

Jacobs, Dir. Paul Baker, and several Wyoming officials attended a
meeting on May 8 with F2E, a group that wants to break ground on a
cattle processing plant. F2E would buy Missouri Basin Power Project
property and site the plant adjacent to the Laramie River Station.

•

Chad Edwards, Antelope Valley Station plant manager, gave an update
on the plant’s outage, including the use of Gecko technology to map
the boiler tubes for potential leak areas.

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

TransCanada has changed its name to TC Energy. It has announced it
has missed the 2019 construction season to build the Keystone XL
pipeline.

•

The Bakken Area Load Study results will be presented to the North
Dakota Industrial Commission May 28.

•

The next Class A Member District Meeting will be held June 5.

•

Becky Kern, director of utility planning

•

•

There was discussion on the differences in the wholesale
power contractors with Corn Belt Power Cooperative.

•

Staff is reviewing some power purchases in Midcontinent ISO
zone 1, and will bring back for potential board authorization in
June.

•

Staff continues discussions with NextEra Energy on the
potential to repower some wind turbines.

•

ACTION: Basin Electric directors authorized the purchase of
Southwest Power Pool accredited capacity from the Siouxland
Energy Cooperative generator through 2030, and an energy
payment pass through of the Southwest Power Pool price.

Val Weigel, director of asset management and commodity strategy
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•

•

•

•

•

In the Southwest Power Pool, temperatures were cooler than
average in the first week of April, and then much warmer than
average in the second week of April. Southwest Power Pool
had a record wind-load penetration level of 67.28% on April
27.

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

Large Capital Projects (see slide below)

•

Aging Substation Infrastructure Replacement Initiative (see slide
below)

•

There was a meeting May 14 at Tri-State G&T for the Western Energy
Imbalance Service.

•

There was an MRO Audit notice sent May 7, and the audit is scheduled
for Aug. 19-23.

•

ACTION: Basin Electric directors authorized the Broadland 345-kV
Substation upgrades.

•

ACTION: Basin Electric directors authorized the AVS 345-kV
Substation-Broadland Line Equipment upgrade.

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

Paul Sukut and Basin Electric were included in the May issue of
American Airlines in-flight publication, in the Global Impact section.

•

Jon Klein, vice president of procurement, talked about the
FleetCommander system and how that is now used to track fleet
utilization. He also gave an update on electric vehicle usage.

Diane Paul, senior vice president of Human Resources
•

Employee counts are at 1,849 employees. There are 84 fewer
employees since last summer’s reduction in force.

•

The Annual Workforce Plan is underway. Items to address are how to
manage turnover, deal with increased workloads, maintain culture, and
numerous managers are nearing retirement age.

Steve Johnson, chief financial officer and senior vice president
•

Fitch Ratings and S&P revised their Basin Electric outlooks from
“negative” to “stable.”

•

The $150 million of tax-exempt bonds associated with the solid waste
facilities at Dry Fork Station have been refinanced.

Generation
Total energy available for sale in April was estimated to be 2.4 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.)
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Electricity sold to member systems during April was estimated at 1.9 million MWh
compared to the forecast of 1.8 million MWh. Surplus sales were estimated at 388,400
MWh, compared to the forecast of 357,300 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 115.7 million
standard cubic feet per day of natural gas produced from coal. The gas path operated at
101.4 percent of capacity during the month. Total tons of saleable fertilizer produced was
42,702 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 April 2019 for selected products at the Great
Plains Synfuels Plant were as follows:
Anhydrous ammonia – 23,207 tons produced; 21,518 tons were shipped. Plant site
inventory is 34,971 tons.
Urea – 25,070 tons produced; 24,587 tons shipped. Plant site inventory is 8,845 tons of
product.
Diesel exhaust fluid - 836,740 gallons produced; 281,472 gallons of 50% solution were
shipped; 521,768 gallons of 32.5% solution were shipped. Plant site inventory is 461,331
gallons.

Dak Sul 45 (ammonium sulfate) – 8,613 tons produced; 13,787 tons were shipped. Plant
site inventory is 8,806 tons.
Tar oil - 51,254 barrels produced; 11,165 barrels were shipped. Plant site inventory is
8,110 barrels.
Carbon dioxide – About 4,125 million standard cubic feet were delivered during the
month.

Financial data
For the month of April, Basin Electric reported an after-tax loss of $7.7 million compared to
a budgeted loss of $0.5 million. Sales of electricity to member systems were estimated to
be $114.6 million compared to a forecast of $114.6 million. Surplus sales totaled $10.2
million compared to the forecast of $8.3 million. Year-to date, Basin Electric reported an
after-tax margin of $52.1 million compared to a budgeted margin of $41.3 million.
For the month of April, Dakota Gasification Company reported an after-tax net income of
$0.3 million compared to a budgeted net income of $6.3 million. Revenue from the sale of
natural gas was $9.1 million compared to the budget of $8.5 million. Revenue from byproduct and co-product sales totaled $24.6 million compared to the budget of $46.4
million. Year-to-date, Dakota Gasification Company reported an after-tax net loss of $12.7
million compared to a budgeted margin of $1.9 million.

For the month of April, Dakota Coal Company reported an after-tax net income of
$2.1 million, compared to a budgeted loss of $2.5 million. Year-to-date, Dakota
Coal Company reported an after-tax net income of $10.1 million compared to a
budgeted net income of $2.1 million.
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