Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
Dec. 14-15, 2021
At Basin Electric Headquarters in Bismarck, North Dakota

1. Board reorganization and shareholder meetings were held on Dec. 14.

•

Basin Electric, Basin Cooperative Services
• Wayne Peltier, president
• Kermit Pearson, vice president
• Paul Baker, secretary-treasurer
• Leo Brekel, assistant secretary
• Non-director assistant secretary: Mark Foss, Basin Electric general counsel
• Other directors: Dan Gliko, Mike McQuistion, David Meschke, Troy Presser, Allen
Thiessen, Thomas Wagner, Jerry Beck

•

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, Jerry Beck, Kermit Pearson, Paul
Baker, David Meschke, Troy Presser, Wayne Peltier

Dakota Coal/Montana Limestone reorganization
•

Troy Presser, chairman

•

Dave Meschke, vice chairman

•

Allen Thiessen, treasurer

•

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

•

Other directors: Dan Gliko, Wayne Peltier, Leo Brekel, Jerry Beck, Kermit Pearson,
Mike McQuistion, Thomas Wagner, Paul Baker
2. Basin Electric committees met Tuesday morning.
•

Finance: The group talked about decommissioning costs recovery plans, and
received an update on the renewal of the Cooperative’s property insurance
coverage. They also talked about financing for equipment at the Freedom Mine,
and reviewed the proposed Capital and Operating Budgets for 2022.

•

Marketing and Planning: The group talked about natural gas and oil markets.
They also discussed the proposed increase to the CrossWinds Wind purchase
from Corn Belt Power Cooperative.

•

Operations: The group talked about replacing a combustor at Lonesome Creek
Station. Reclamation of the first two wind turbines built at the Minot Wind Project
is expected to be complete in May 2022. The group also talked about retirement
of Arvada Unit 3 and the fertilizer turnaround at the Synfuels Plant.
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3. Dakota Gasification Company
•

Dale Johnson, Synfuels Plant manager, said the Canada Energy Regulator
completed an audit of the Souris Valley Pipeline, and there were no items of
note. Wind and cold weather caused start-up delays on the ammonia plant.

•

Tyler Schilke, supervisor of mechanical engineering, said the construction
contractor on the Dakota Carbon Pipeline project, Willow Creek, wasn’t meeting
performance standards and has been released from the job. The contract will be
awarded to another contractor, which is not expected to affect the project
timeline. CarbonVault is conducting seismic surveys on the geology of the
carbon dioxide storage area. The pipeline is expected to be in service by fall
2022.

•

Lucas Teigen, manager of field services, said work continues on the FEED
(front-end engineering and design) study for the primary reformer. The process
design package and license agreement were executed with KBR. There was a
kickoff meeting with internal staff, Worley, and KBR on Dec. 1.

•

Daniel Schaaf Gallagher, manager of commodity sales and trading, said pricing
for anhydrous ammonia, urea, and diesel exhaust fluid is the highest in Dakota
Gas’ history. All ammonia inventory was sold and shipped in the fall season.
Prices are high due to several factors: natural gas prices are high, particularly in
Europe and Asia, and natural gas is a feedstock for fertilizer; several fertilizer
plants in Europe have closed due to high natural gas prices; there are export
restrictions in China and Russia; freight and shipping restrictions; weather
disruptions from Hurricane Ida; and high corn and ethanol prices are driving
high fertilizer demand.

•

ACTION: Dakota Gas directors approved the 2022 Operating and Capital
budgets.

•

ACTION: Dakota Gas directors approved the updated banking resolutions.

•

Production (see slides below)

4. Dakota Coal Company
•

Colleen Peterson, superintendent of fuel and transportation, said the coal pile at
Leland Olds Station is at 495,351 tons or 39.5 days of burn at the end of
November (target is 39.9 days of burn). At Laramie River Station, the coal pile is
at 1,621,975 tons or 62 days of burn (target is 34.6 days).

•

Randy Banning, manager of Dakota Coal and Montana Limestone, said the cost
to produce lime ($67.43) at Wyoming Lime Producers is below the 2021 budget
($70.08).

•

ACTION: Dakota Coal directors approved the 2022 Operating and Capital
budgets.

•

ACTION: Dakota Coal directors authorized the mine equipment financing.

•

ACTION: Montana Limestone directors approved the updated banking
resolutions.
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5. Basin Electric
•

Mark Foss, senior vice president and general counsel
•

Willie Phillips was sworn in on Dec. 2021, as the fifth Federal Energy
Regulatory Commission (FERC) commissioner.

•

A Dec. 10 announcement by Southwest Power Pool regarding
settlement statements does not address the issue Basin Electric raised
in the dispute.

•

Motions for summary judgement in the Dakota Energy vs. East River
case were due Dec. 15.

•

Basin Electric staff is responding to discovery requests and preparing
testimony for FERC regarding the wholesale power contract and Rate
Schedule A filings.

•

ACTION: Basin Electric directors authorized Colleen Peterson and
Becky Kern to be named to the Contract Review Committee, replacing
Joe Leingang and Dave Raatz, effective Jan. 1, 2022.

•

ACTION: Basin Electric directors approved the updated banking
resolutions.

•

ACTION: Basin Electric directors designated Leo Brekel as delegate
and Dave Meschke as alternate to the NTRC 2022 Annual Meeting.

•

ACTION: Basin Electric directors designated Troy Presser as delegate
and Allen Thiessen as alternate to NDAREC meetings.

•

ACTION: Basin Electric directors designated Troy Presser as delegate
and Allen Thiessen as alternate to the NDAREC board.

•

Dale Niezwaag, vice president of government relations
•

The U.S. Senate is considering the budget reconciliation bill
passed by the U.S. House.

•

On reconciliation, the House passed the bill even though the
official score from Congressional Budget Office showed an
increase of $367 billion over the claimed $1.85 trillion. Senate
consideration is expected to go through December and into
next year. With the current text, Dakota Gas remains eligible
for $50/ton under current law, and would be eligible for direct
pay if the project satisfies the 80/20 rule.

•

On Dec. 7, Basin Electric, NRECA, and Minnkota staff had a
call with U.S. Sen. Joe Manchin’s staff regarding 45Q.

•

Fifteen state Republican officials have threatened to curtail
business with banks and insurance companies with policies
against coal, oil, and natural gas operations. The states in
Basin Electric’s service area include North Dakota, Nebraska,
South Dakota, and Wyoming.
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•

•

•

Several states in Basin Electric’s service area adopted
legislation concerning COVID-19 vaccine mandates as part of
or all of their special session.

Troy Tweeten, senior vice president of Operations
•

Actual Generation (see slide below)

•

Joe Fiedler, manager of distributed generation, said Spirit Mound
Station has 695,612 gallons of fuel oil on site going into winter. In 2020,
the station had 300,000 gallons on site at the same time. At Deer
Creek Station, work is being done on the roof of the heat recovery
steam generator during a seven-day outage. At Arvada Generation
Station, Unit 3 has been retired and removed. The oldest two turbines
at the Minot Wind Project, referred to as “Willy and Wally,” are being
retired. A contractor will remove the turbines; work is expected to be
complete by May 1, 2022. These were Nordex turbines and Nordex
has gone out of business.

•

Colleen Peterson, superintendent of fuel and transportation, gave a
Western Fuels update. Inflation is affecting the delivered coal cost,
through rail rates, fuel surcharge increase, and side release/freeze
treatment costs.

•

ACTION: Basin Electric directors authorized the Lonesome Creek
Station Unit 3 combustor replacement.

Becky Kern, director of long-term utility planning
•

Lonesome Creek Station Unit 6 received an interim generator
interconnection agreement (GIA) on Dec. 8, which was pursued
because of time delays in the generator interconnection queue. A final
GIA is expected to be studied in 2023 and granted in late 2023.

•

A 2,000-mile pipeline is planned to carry carbon dioxide from ethanol
plants in Iowa, Nebraska, Minnesota, South Dakota, and North Dakota,
to be sequestered in North Dakota. Operations are expected to begin
in 2024; the pipeline is expected to carry 12 million tons of carbon
dioxide each year. Basin Electric members serve 19 of the 31 plants
that have announced participation. Load growth impact potential is
100-300 megawatts.

•

Another project, a 1,300-mile pipeline network, would reach industrial
customers in Illinois, Iowa, Minnesota, Nebraska, and South Dakota,
with sequestration to be done in Illinois. That project would sequester
10-15 million metric tons of carbon dioxide, with operations expected to
be phased in in early 2025. Load growth impact is unknown.

•

Basin Electric will issue a power supply request for proposal in
December.

•

Beginning Jan. 1, 2023, Western Area Power Administration will
allocate hydropower renewable energy credits. Basin Electric will offer
to manage member cooperatives’ credits on their behalf.
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•

•

•

Val Weigel, director of asset management and commodity strategy
•

Winter natural gas prices have dropped $2 in the past month. Mild fall
weather has allowed natural gas in storage to return to levels closer to
the five-year average. Some risk still exists for January and February
due to extreme temperatures expected and low hydro levels.

•

Wind to load penetration in Southwest Power Pool (SPP) in November
was 43.1% compared to the 41.6% in November 2020.

•

NERC’s winter 2021-2022 risk assessment is that extreme weather
would be the biggest risk in SPP, Midcontinent ISO (MISO), and
ERCOT in Texas. Risks for Basin Electric in SPP lie in generator
outages, extreme weather that impacts major SPP load centers, and
any unhedged Basin Electric natural gas positions (in JanuaryFebruary, 100% of planned natural gas is hedged, and in July-August
60-80% is hedged). Risks for Basin Electric in MISO lie in Basin
Electric’s open energy position, wind driven congestion related
volatility, and extreme winter weather that impacts major MISO North
load centers.

Pius Fischer, vice president of transmission
•

•

•

•

ACTION: Basin Electric directors authorized the CEO and general
manager to execute all necessary agreements to allow Basin Electric
to purchase the full output of the Crosswinds generators for a five-year
extension period from Corn Belt Power Cooperative.

SPP’s 2021 Integrated Transmission Plan lists potential for about $1
billion in projects. Those that would impact Basin Electric would cost
about $469.7 million.

Gavin McCollam, vice president of engineering and construction
•

Large Capital Projects (see slide below)

•

On the Neset-to-Northshore 230-kilovolt project, foundation work
began Oct. 25.

•

ACTION: Basin Electric directors approved the Neset-to-Northshore
230-kV construction contract.

Andy Buntrock, director of strategic planning and communications
•

775 people attended annual meeting, including 115 virtual attendees.
Basin Electric employees are not included in the total.

•

325 people attended the Members-Only Meeting on Nov. 11. Basin
Electric employees are not included in the total.

•

A strategic planning session is planned for the board in February.

Shelly Wanek, interim director of Human Resources
•

At Basin Electric, employee counts are down 23% since January 2017
and at Dakota Gas, employee counts are down 35% since January
2017.
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•

•

There have been 651 employees who have tested positive for COVID19. Between Basin Electric and Dakota Gas, 666 employees are fully
vaccinated.

Darla Jensen, manager of financial reporting and planning
•

Third quarter gross domestic product increased at an annual rate of
2.1%.

•

The unemployment rate was at 4.2% in November, down .4%.

•

ACTION: Basin Electric directors approved the 2022 Operating and
Capital budgets.

•

ACTION: Basin Electric directors approved the 2021 ETRM Capital
Project for the Allegro Upgrade.

•

ACTION: Basin Electric directors authorized a $30 million bill credit due
to consolidated financial results being better than projected for 2021.

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 2.3 million MWh
compared to the forecast of 2.7 million MWh. Surplus sales were estimated at 410,000
MWh, compared to the forecast of 260,000 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 109.1 million
standard cubic feet per day of natural gas produced from coal. The plant operated at 99.1
percent of capacity during the month.
Total tons of saleable fertilizer produced was 28,320 tons. That includes anhydrous
ammonia, granular urea, urea content in diesel exhaust fluid, and ammonium sulfate.

Synfuels Plant production
Production data for November 2021 for selected products at the Great Plains Synfuels
Plant were as follows:
Anhydrous ammonia – 14,186 tons produced
Urea – 16,412 tons produced
Dak Sul 45 (ammonium sulfate) – 7,001 tons produced
Carbon dioxide – About 2,801 million standard cubic feet were delivered during the
month.
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Financial data
Basin Electric Consolidated
NET INCOME (LOSS) AFTER TAX
UNAUDITED

November 2021

(in millions)
Basin Electric

$

Dakota Gasification Company
Dakota Coal Company
Nemadji River Generation
Interco. Eliminations & Other*
Consolidated Net Income After Tax

$

Monthly
Actuals

Monthly
Budget

10.4 $
4.5
0.5
(4.4)
11.0 $

Over/(Under)
YTD Actuals
Budget

4.6 $
(5.5)
1.0
5.6
5.7 $

5.8 $
10.0
(0.5)
(10.0)
5.3 $

YTD Budget

187.4 $
(14.9)
18.1
15.1
205.7 $

Over/(Under)
Budget

106.9 $
(69.2)
1.4
69.5
108.6 $

80.5
54.3
16.7
(54.4)
97.1

*

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

Basin Electric
For the month of November, Basin Electric reported an after-tax margin of $10.4 million compared
to a budgeted after-tax margin of $4.6 million.
• Member sales were under budget; an unfavorable variance of $17.6 million mainly due to
lower demand and energy volumes.
• Surplus sales were over budget; a favorable variance of $7.8 million mainly due to higher
volumes and prices.
• Operating expenses were higher than budget; an unfavorable variance of $1.1 million.
o Higher purchased power partially offset by lower wheeling, production and
administration expenses.
• Maintenance expenses were lower than budget $6.4 million related primarily to the outage
at LOS.
• DGC’s results were better than expected; a favorable variance of $10.0 million.
Dakota Gas
For November, Dakota Gasification reported an after-tax net income of $4.5 million compared to a
budgeted net loss of $5.5 million.
• Synthetic natural gas revenue was higher than budget due to pricing (+$1.69/dt) as lower
volumes (-278k dt) were sold; a favorable variance of $5.6 million.
• By-product and co-product sales were higher than budget; a favorable variance of $12.3
million.
o Urea revenue was $7.1 million higher, Ammonia revenue was $3.7 million higher
both related to higher pricing offset by lower volumes; Tar Oil revenue was $1.2
million higher as a result of higher prices and higher volumes, offset by hedge
settlements.
• Operating expenses were higher than budget; an unfavorable variance of $6.6 million.
o Materials (-$3.4 million), inventory (-$2.8 million), utilities (-$2.1 million), and
natural gas purchases +$.9 million.
• Income tax expense was $1.9 million higher than budget due to income before taxes vs.
budgeted loss before taxes.
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Dakota Coal
For the month of November, Dakota Coal Company reported after-tax net income of $0.5 million
compared to a budgeted net income of $1.0 million.
• Lignite coal sales were $2.2 million higher than budget as a result of more tons sold.
• Lignite coal purchases were $2.3 million higher than budget.
• An unrealized loss of $0.3 million was recorded on mine closing fund investments.

Slides of interest:
Dakota Gas Production
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