Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
July 13-14, 2021
At Basin Electric Headquarters in Bismarck, North Dakota
1. Basin Electric committees met Tuesday morning:
•

Finance: The group talked about the draft financial forecast.

•

Marketing and Planning: The group talked about natural gas scheduling and the
retirement of a Wyoming distributed generation unit at Arvada.

•

Operations: The group talked about the catalyst replacement in the selective
catalytic reduction at Dry Fork Station, the hot section replacement on Groton
Generation Station Unit 2, and a new conductor material on the Neset-toNorthshore transmission project to help minimize sag and prevent galloping.

2. Dakota Gasification Company
•

Dale Johnson, vice president and Synfuels Plant manager, said employees
reached 1 million work-hours with no lost time injury on June 1. A response has
been prepared for the North Dakota Department of Environmental Quality
regarding the extra downtime on the flue gas desulfurization unit in 2020. The
Federal Bureau of Investigation conducted a “meet and greet” visit to the plant;
the FBI is involved whenever foreign visitors come to the plant.

•

Gavin McCollam, vice president of engineering and construction, gave updates
on the proposed Dakota Carbon Pipeline and primary reformer projects. A test
well for the Dakota Carbon Pipeline was drilled starting on June 27, and it was
more than 6,400 feet deep. The pipeline would carry carbon dioxide from the
Great Plains Synfuels Plant to underground storage. A Conditional Use Permit
was received from Mercer County, and a North Dakota Public Service
Commission hearing was held to give information and answer questions related
to required state permits. The pipeline project will come to the board in
September for consideration. If approved, the pipeline is set to be in service by
summer 2022. On the proposed primary reformer project, a request for
information package was sent to licensors on June 28, with responses due July
26. Selection of a licensor will be brought to the board in September.

•

Kimberly Miller, senior business analyst, presented the draft financial forecast,
which will be brought to the board in August for consideration. Major forecast
assumptions include a primary reformer being added to the plant and operations
beginning in 2026; 45Q impacts are included with capital cost reimbursed; plant
capacity factor degrading from 88% to 85%; the ammonia and urea capacity
factor updated to include planned outages; optimization of pipeline capacity; the
Basin Electric revolver maintained under $500 million limit; and the equity level
managed between $50-325 million for debt covenant requirements.

•

Zach Jacobson, account manager for Dakota Gas marketing, said marketing is
optimizing diesel exhaust fluid (DEF) and urea production to capture higher DEF
prices. Also, pricing has exceeded expectations on all fertilizer products due to
world and domestic supply shortages. Sales of tar oil, phenol, and cresylic acid
are strong through the end of the year. Drought continues in North Dakota,
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which has the biggest detriment on anhydrous ammonia. Multiple firms are
showing forecasts of oil prices at $100 per barrel.
•

Production (see slides below)

3. Dakota Coal Company
•

Joe Leingang, superintendent of fuel and transportation, said the coal pile at
Leland Olds Station is up to 445,966 tons or 35.6 days of burn at the end of
June (target is 39.9 days of burn). At Laramie River Station, the coal pile is at
69.7 days of burn (target is 34.6 days). He said burns at Laramie River were
above budget in June for the first time in 13 years due to higher temperatures
than usual and the budget being adjusted down.

4. Basin Electric
•

•

Mark Foss, senior vice president and general counsel
•

Basin Electric is disputing some Southwest Power Pool (SPP) billings
for transactions that occurred over the February energy emergency
event. Some units were called for day-before day-ahead commitments,
which are commitments that may occur prior to the day-ahead market
for the operating day, and then subsequently did not receive a dayahead energy award, along with the real-time asset energy buy back.
Basin Electric prepared a draft complaint and has shared it with FERC.

•

Basin Electric received a letter from the Tribal Chairman concerning
the Crow Creek easements on June 28, with a temporary use permit
agreement to bridge to permanent easement. Basin Electric responded
June 29.

•

On July 1, the Internal Revenue Service issued a ruling that says an
entity does not need to own all of the carbon capture equipment to
claim a Section 45Q credit.

•

ACTION: Basin Electric directors authorized the purchase of a small
parcel of land from The Coteau Properties Co. to add a groundwater
monitoring well.

Tyler Hamman, senior legislative representative
•

The Senate Energy and Natural Resources proposal includes a $100
billion package focused on grid reliability, clean energy, energy
efficiency, wildfire management, and water infrastructure. That includes
$8 billion to establish four regional clean hydrogen hubs, $2.5 billion in
forgivable loans for transmission development to enable renewables,
$2 billion for carbon dioxide storage development, and $1 billion for
carbon capture demonstration projects.

•

U.S. Reps. David McKinley (R-WV) and Kurt Schrader (D-OR)
reintroduced the Clean Energy Future through Innovation Act. It
requires an 80% reduction in carbon dioxide from the power sector by
2050; includes more research and development funds for renewables,
carbon capture and storage, and advanced nuclear technology;
extends the wind production tax credit through 2031; extends the life of
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45Q from 12 years to 20 years; and provides a production tax credit in
lieu of 45Q for fossil generation and carbon capture and storage.

•

•

In Wyoming, work is continuing on a policy to address carbon dioxide
storage. Law in Wyoming provides no state assumption of storage,
while North Dakota law allows the state to take title of the carbon
dioxide after a period of10-years post-injection.

•

In Iowa, the governor created a Carbon Sequestration Task Force to
explore carbon capture, utilization, and storage, and opportunities for
economic development.

•

In Colorado, Gov. Jared Polis signed a bill on June 24 requiring all
Colorado transmission utilities, except for municipally-owned utilities
and power authorities, to join an organized wholesale market by Jan. 1,
2030, unless the deadline is waived or delayed by the Public Utilities
Commission.

•

Upcoming events include a South Dakota Legislator Tour on July 26-27
of East River and Rushmore Electric headquarters, Basin Electric
headquarters, Dakota Gas, Antelope Valley Station, and the Freedom
Mine. The Annual Washington D.C. Fall Fly-in will be held Sept. 27-29.

•

ACTION: Basin Electric directors approved the 2021 Resolutions
Committee meeting date, and chose the 2021 Resolutions Committee
board representative to be Dave Meschke.

Troy Tweeten, senior vice president of Operations
•

Actual Generation (see slide below)

•

ACTION: Basin Electric directors approved the replacement of the
existing catalyst in the Dry Fork Station selective catalytic reduction
unit. The project will be completed during the triennial maintenance
outage in March 2022.

•

ACTION: Basin Electric directors authorized a hot section replacement
at Groton Generation Station Unit 2.

•

Joe Fiedler, manager of distributed generation
•

•

Maintenance was completed at Culbertson Generation
Station, a first fire being done at Lonesome Creek Station Unit
6, some maintenance completed on the Pioneer Generation
Station Wartsila units, and the control system for Spirit Mound
Station being moved to Pioneer Generation Station.

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

A new summer season peak is expected to be met in July.

•

Several different special member rates are being considered for
recommendation.

•

ACTION: Basin Electric directors authorized a mutually acceptable
agreement with Members 1st and Fergus Electric Cooperative to
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remove the parity adder effective Jan. 1, 2022, to amend the Members
1st wholesale power contract accordingly, and to make such regulatory
filings as may be necessary and appropriate.
•

•

Val Weigel, director of asset management and commodity strategy
•

In Southwest Power Pool (SPP), wind penetration in June
2021 was 25.3% versus 34.3% in June 2020.

•

There are eight wind projects Basin Electric either purchases
from or owns that no longer receive production tax credits and
therefore are curtailed when there is surplus power in the
market.

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

Two key observations have been made concerning the February
energy emergency: 1) natural gas was unavailable, and 2) natural gas
prices were extremely high. Several recommendations have been
made to mitigate these issues, with prioritization tiers assigned,
including policies to enhance fuel assurance to improve availability and
reliability of generation; improvements in gas industry policy to assure
gas is readily available during extreme events, including considering a
potential gas price cap; perform initial and ongoing assessments of
minimum reliability attributes needed from Southwest Power Pool’s
resource mix; and improvement or development of adequacy policies
which may include performance of seasonal assessments that ensure
sufficient resources are available during normal and extreme
conditions.

•

Derik Johnson, manager of transmission system maintenance
•

•

Pius Fischer, vice president of transmission
•

•

Commissioning has been completed on the Antelope Valley
Station and Great Plains 345-kilovolt substations.
The transmission system is at its capacity along the
Midcontinent ISO/Southwest Power Pool seam (at the
Nebraska/Iowa border and the Kansas/Missouri border).

Gavin McCollam, vice president of engineering and construction
•

Large Capital Projects (see slide below)

•

At Lonesome Creek Station Unit 6, all major work is complete.
Commissioning is being done, with the first fire in mid-July.
Commercial operation is scheduled for Aug. 1.

•

The North Dakota Public Service Commission approved the
route permit for the Neset-to-Northshore route on June 23.

•

Good progress is being made on the coal combustion
residuals project at Laramie River Station.
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•

•

•

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

There are 94 member participants registered for the Member Managers
Conference to be held in Deadwood, South Dakota, on July 21-22.

•

For Annual Meeting, a keynote speaker is being considered.

Shelly Wanek, interim director of Human Resources
•

Cooperative-wide, 555 employees are fully vaccinated.

•

A salary review and 2022 benefits will be brought to the August board
meeting.

•

Fifty-seven employees have retired or given intent to retire in 2021.

Steve Johnson, chief financial officer and senior vice president
•

Darla Jensen, manager of financial planning and forecasting
•

First quarter gross domestic product for 2021 increased at a
6.4% rate, due to widespread vaccinations, Federal stimulus,
and consumer spending.

•

The unemployment rate stayed steady, at about 5.9%, as job
gains continue. Overall, employment in the United States lags
behind pre-COVID employment levels.

•

Over the last year, the consumer price index increased 5.4%,
which is the largest annual increase since August 2008.

•

A drop in the Treasury yield indicates that economic recovery
from the pandemic could be slowing.

•

There is no expected policy change and interest rates are
expected to continue near zero through 2023.

•

Ratings agency visits will be held virtually in July.

•

The draft financial forecast will be brought to the board in
August for consideration. Major forecast assumptions include
coal-based units (Leland Olds 1 and 2, Antelope Valley 1 and
2, and Laramie River 1) set to economic dispatch; a strategy
developed for forced outage rates; accelerated depreciation
continues and useful life through 2025 for Leland Olds 1 and
2030 for Leland Olds 2; Antelope Valley 2 lease renewed for
10 years, which expires in 2030, and a five-year extension
assumed through 2035; and the outage cycle moving to a
four-year cycle. Assumptions also include a primary reformer
added to the Great Plains Synfuels Plant, including 45Q;
consolidated net margin and earnings at $70-75 to achieve a
solid "A" credit rating; revenue deferral not to exceed $300
million through 2023, and then revert to $200 million for
remainder of the forecast; and a continued early amortization
of deferred impairment charge over 10 years. Patronage
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retirement will remain at 1/30th of the cooperative’s total
undistributed capital as of the end of the prior year.

Generation
Total energy available for sale in June was estimated to be 2.9 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 May was estimated at 2.3 million MWh
compared to the forecast of 2.4 million MWh. Surplus sales were estimated at 406,000
MWh, compared to the forecast of 319,000 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 28.3 million
standard cubic feet per day of natural gas produced from coal. The plant operated at 54.6
percent of capacity during the month.
Total tons of saleable fertilizer produced was 43,518 tons. That includes anhydrous
ammonia, granular urea, urea content in diesel exhaust fluid, and ammonium sulfate.

Synfuels Plant production
Production data for June 2021 for selected products at the Great Plains Synfuels Plant
were as follows:
Anhydrous ammonia – 28,004 tons produced
Urea – 28,664 tons produced
Dak Sul 45 (ammonium sulfate) – 3,057 tons produced
Carbon dioxide – About 2,216 million standard cubic feet were delivered during the
month.

Financial data
Basin Electric Consolidated
NET INCOME AFTER TAX
UNAUDITED

June 2021

(in millions)
Basin Electric

$

Dakota Gasification Company
Dakota Coal Company
Interco. Eliminations & Other*
Consolidated Net Income/(Loss) After Tax

$

Monthly
Actuals

17.4 $
(10.5)
(0.8)
10.5
16.6 $

Monthly
Budget

Over/(Under)
Budget

10.0 $
(11.3)
(0.7)
11.3
9.3 $

YTD Actuals

7.4 $
0.8
(0.1)
(0.8)
7.3 $

YTD Budget

45.3 $
(20.0)
10.4
20.1
55.8 $

Over/(Under)
Budget

38.0 $
(28.0)
0.5
28.1
38.6 $

7.3
8.0
9.9
(8.0)
17.2

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

Basin Electric
For June, Basin Electric reported an after-tax margin of $17.4 million compared to a budgeted
after-tax margin of $10.0 million.
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*

•
•
•
•
•

Member sales were under budget; an unfavorable variance of $1.2 million mainly due to
lower energy volumes.
Surplus sales were over budget; a favorable variance of $10.7 million mainly due to higher
volumes and prices in West.
Operating expenses were higher than budget; an unfavorable variance of $4.7 million.
o Mainly due to higher purchased power.
Maintenance expenses were lower than budget; a favorable variance of $1.3 million.
DGC’s net loss was lower than expected; a favorable variance of $0.7 million.

Dakota Gas
For June, Dakota Gas reported an after-tax net loss of $10.5 million compared to a budgeted net
loss of $11.3 million.
• Synthetic natural gas revenue was higher than budget due to pricing (+$0.34/dt) as lower
volumes (-318k dt) were sold; a favorable variance of $0.4 million.
• By-product and co-product sales were higher than budget; a favorable variance of $5.7
million.
o Urea revenue was $2.8 million higher as a result of higher prices; Tar Oil revenue
was $1.8 million higher and DEF revenue was $1.0 million higher both as a result
of higher prices and volumes.
• Operating expenses were higher than budget; an unfavorable variance of $7.6 million.
o Contracted Services (-$3.7 million), Natural Gas Purchases (-$2.9 million),
Maintenance (-$1.8 million), and Coal +$1.7 million.
• Benefit from income tax was $2.0 million higher than budget due to a higher loss before
income taxes and a valuation allowance adjustment.
Dakota Coal
For June, Dakota Coal Company reported after-tax net loss of $0.8 million compared to a
budgeted net loss of $0.7 million.
• Lignite coal sales were $3.8 million lower than budget as a result of less tons sold.
• Lignite coal purchases were $2.3 million lower than budget.
• An unrealized gain of $1.3 million was recorded on mine closing fund investments.
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