Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
July 12-13, 2022
At Basin Electric Headquarters in Bismarck, North Dakota
1. Basin Electric committees met Tuesday morning:
•

Finance: The group discussed the US Bank revolving credit agreement and was
given an update on the insurance renewal process.

•

Operations: The group discussed the evaporative cooler replacement, LOS-toGroton 345-kilovolt (kV) transmission line storm restoration project, and the
Antelope Valley Station Unit 2 fly ash controls replacement. Members were also
given updates on union contract renewal.

•

Asset Management, Resource Planning, and Rates: The group discussed the
Southwest Power Pool wind purchase action item, as well as the annual
congestion hedging auction, and Dakota Coal diesel hedging.

2. Dakota Gasification Company
•

•

Dale Johnson, vice president and Synfuels Plant manager
•

A major turnaround with about 1,200 work orders was completed
successfully and safely.

•

The CO2 pipeline from Tioga to Canada is currently being pigged.

•

An active shooter tabletop exercise was held. City and county officials
participated in the exercise.

•

ACTION: Dakota Gas directors authorized the replacement of the
plant’s evaporative cooler.

•

Production (see slides below)

Shelly Wanek, interim director of Human Resources
•

•

ACTION: Dakota Gas directors authorized the amendment,
restatement, and continuance of NRECA’s Retirement Security Plans.

Daniel Gallagher, director of commodity sales and trading
•

Ammonia and urea sales are on track to meet interim sales goals,
including full production rates.

•

Pre-pay fertilizer contracts will likely begin picking up in late July or
early August.

•

Natural gas demand in the Midwest has exceeded the forecast and
2021 levels. Pricing continues to be volatile.

•

Pricing for ammonia, urea, diesel exhaust fluid, tar oil, naphtha, phenol,
and cresylic acid are all over budget.

3. Dakota Coal Company
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•

•

Colleen Peterson, superintendent of fuel and transportation
•

The coal pile at Laramie River Station is at 66.5 days of full-load burn
(target is 34.6 days).

•

It was discovered that the scale at Leland Olds Station’s load-out area
was malfunctioning, reading heavier than it should. The weights are
currently being cross-referenced with The Coteau Properties Company
while scale replacement is being pursued. The coal pile is at 17.6 days
of burn (target is 39.9 days of burn). Efforts are underway to increase
the coal pile.

Randy Banning, manager of Dakota Coal and Montana Limestone
•

Regional flooding in the Montana area has given Montana Limestone
the opportunity to sell riprap.

•

The robotic arm at the fine grind plant is currently being installed.

•

Action: Montana Limestone directors approved the labor agreement
between Basin Electric and the International Brotherhood of Electrical
Workers Local 532.

4. Basin Electric
•

Western Fuels: Colleen Peterson, superintendent of fuel and transportation
•

•

Powder River Basin update:
•

Concern whether mines will be able to keep up with surge in
rail traffic when railroads recover later this year.

•

Entities are not purchasing additional coal in 2022 due to
shipping uncertainty.

•

Railroads predict that crew counts will start to normalize this
fall.

Operations
•

•

Delivers for year-to-date are over budget by 330,865 tons,
total of 3.8 million delivered through May 31, 2022.

Matthew Kolling, senior staff counsel
•

Dakota Energy has appealed to the 8th Circuit Court. A brief was filed
on June 17. Basin Electric and East River Electric’s briefs are due
Aug. 11.

•

Rural Utilities Service published the Notice of Availability for the
Nemadji Trail Energy Center Supplemental Environmental
Assessment. The general comment period ends July 25.

•

The Supreme Court ruled in favor of West Virginia in the West Virginia
v. EPA case saying EPA’s efforts to regulate greenhouse gases by
making industry-wide changes to how the industry generates electricity
(Clean Power Plan) violated the “major-question” doctrine.

•

Basin Electric submitted comments on the proposed ozone transport
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rule.
•

•

•

•

ACTION: Basin Electric directors approved a resolution updating the
contract review committee charter and appointing new members due to
changes in staff.

Tyler Hamman, vice president of Government Relations
•

The current balance of power in the U.S. Senate is split 50-50. If
Republicans win all competitive seats in the upcoming election, the
balance will be 54-46. If Democrats win all competitive seats, it will be
52-48. No matter what happens, neither party will have the 60%
majority necessary to break a filibuster.

•

Government Relations is keeping close tabs on the reconciliation
legislation being negotiated between U.S. Sen. Joe Manchin and
Senate Majority Leader Chuck Schumer. The legislation is an
opportunity to enact direct pay for energy tax credits.

•

Government relations worked with the Wyoming Rural Electric
Association and Utah Association of Electric Cooperatives on a letter
for Wyoming/Utah delegations to send to EPA on the proposed ozone
transport rule.

•

North Dakota Association of Rural electric Cooperatives established a
task force to work with the state to implement a program that would use
Infrastructure Investment and Jobs Act funds for grid resiliency.

Troy Tweeten, senior vice president of Operations
•

A combustor on Lonesome Creek Station Unit 3 and the engine hot
section on Lonesome Creek Station Unit 4 were replaced.

•

Actual Generation (see slide below)

•

Chad Edwards, Antelope Valley Station plant manager said the winter
storm in April had a huge impact on staffing. The roads to the plant
were closed for two days requiring 26 employees to stay overnight. A
spring cleaning outage was held on Unit 2 from April 30-May 9.

Valerie Weigel, vice president of Asset Management and Commodity Strategy
•

Natural gas production is up but the amount in storage is 12.5% below
the five-year average.

•

Summer weather is projected to be warmer than average, which
increases power burns.

•

Southwest Power Pool hit a new load peak on July 11.

•

Summer electricity prices are increasing because of increased fuel
costs. Prices in the MISO market were significantly higher in June.

•

Even with high gas prices, gas units are continuing to run.

•

Spirit Mount Station ran one day in June.

•

West-side sales averaged near $58 per megawatt hour, almost twice
the budgeted price; however, Laramie River Station Unit 2 was offline
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for outage longer than budgeted which reduced west-side sales
opportunities.
•

•

Becky Kern, vice president of Resource Planning and Rates
•

A district manager meeting was held June 16-17. A district manager
conference call will be held July 18 to discuss the financial forecast,
2023 rates, and communication protocol during Energy Emergency
Alert events.

•

Work continues on a proposed large load rate.

•

ACTION: Basin Electric directors approved a resolution to amend
Minnesota Valley Electric Cooperative’s wholesale power contract,
allowing Basin Electric to provide power to MVEC’s replacement
service territory outside of its historically defined service territory. This
resolution was in response to an upcoming annexation.

•

Staff is evaluating submitted proposals for Power Purchase
Agreements.

•

ACTION: Basin Electric directors authorized the CEO and General
Manager to execute the necessary agreements to purchase the output
of the North Bend Wind Project.

Pius Fischer, vice president of Transmission
•

•

•

•

Regarding the SaskPower request for transmission service in
Southwest Power Pool, a Notice to Construct with conditions was
issued to Basin Electric to construct two 230-kilovolt lines to the
Canadian border.

Gavin McCollam, vice president of Engineering and Construction
•

Large Capital Projects (see slide below)

•

ACTION: Basin Electric directors authorized a $1 million increase to
the Pioneer Generation Station Phase 4 preliminary survey and
investigation project budget.

•

ACTION: Basin Electric directors approved the Antelope Valley Station
Unit 2 fly ash control system replacement project.

Derik Johnson, manager of Transmission System Maintenance
•

A June 11 thunderstorm near Philip, South Dakota damaged 18
transmission structures on the Philip-to-Philip Tap line. Repair work
has been completed.

•

A June 14 storm near Leola, South Dakota, damaged 17 transmission
structures on the LOS-to-Groton line. Work continues on this repair
project.

•

ACTION: Basin Electric directors approved a storm restoration project
for the LOS-to-Groton 345-kV line.

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

•

•

•

There are 95 members currently registered for the July 20-21 Member
Managers Conference in Deadwood, South Dakota.

•

Work has begun on an ESG/sustainability report.

•

An annual review of Basin Electric’s board policies is underway.

Shelly Wanek, interim director of Human Resources
•

Forty-four employees have announced retirements in 2022.

•

Human Resources is in the process of negotiating rates for employee
benefits.

•

Investment and retirement seminars are scheduled for this fall.

•

ACTION: Basin Electric directors authorized the addition of new
Human Resources senior vice president Miles McGrew as a participant
to Basin Electric’s deferred compensation plans.

•

ACTION: Basin Electric directors authorized the amendment,
restatement, and continuance of NRECA’s Retirement Security Plans.

Todd Brickhouse, senior vice president and chief financial officer
•

G&T risk survey results showed cybersecurity as the number one
concern, followed by commodity price volatility, and future
environmental regulations.

•

Finance continues to research the possibility of registering with the
Security and Exchange Commission (SEC). A cross-functional team
has been assembled and has been meeting with outside entities to
collect information.

•

ACTION: Basin Electric directors authorized an amendment and
extension of the revolving credit agreement with US Bank.

•

ACTION: Basin Electric directors authorized the retirement of
$13,200,180.99 in patronage capital credits associated with year 2005
business.

•

ACTION: Basin Electric directors approved a $15 million bill credit to be
implemented on the July 2022 wholesale power bill.

•

ACTION: Basin Electric directors directed cooperative staff to prepare
changes to Rate Schedule A to allow for an average 1 mill rate
decrease, to be implemented starting Jan. 1, 2023, and to present such
Rate Schedule A changes for future board consideration.

ACTION: Basin Electric director Dave Meschke was chosen as the delegate to
NRECA’s 2022 Region 5&6 meeting. Director Kermit Pearson was chosen as the
alternate.

Generation
Total energy available for sale in June 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.)
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Electricity sold to member systems during June was estimated at 2.4 million megawatthours, compared to the forecast of 2.3 million. Surplus sales were estimated at 388,000
megawatt-hours, compared to the forecast of 368,000.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 28.4 million
standard cubic feet per day of natural gas produced from coal. The plant operated at
62.4% of capacity during the month. The scheduled plant turnaround and the
unscheduled shutdown activity was the primary synthetic natural gas production limit for
the month.
Total tons of saleable fertilizer produced was 47,735 tons. That includes anhydrous
ammonia, granular urea, urea content in diesel exhaust fluid, and ammonium sulfate.

Synfuels Plant production
Production data for June 2022 for selected products at the Great Plains Synfuels Plant
were as follows:
Anhydrous ammonia – 30,273 tons produced
Urea – 32,215 tons produced
Dak Sul 45 (ammonium sulfate) – 3,577 tons produced
Carbon dioxide – About 2,276 million standard cubic feet were delivered during the
month.

Financial data

(in millions)

Actuals

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

$

34.8
11.1
(2.8)
(11.1)

$ 32.0

Basin Electric Consolidated
NET INCOME AFTER TAX
UNAUDITED
June 2022
Monthly
YTD
Budget
+/(-)
Actuals Budget
+/(-)
Budget
Budget
$ 14.0 $ 20.8 $ 201.5 $ 109.6 $ 91.9
(6.3)
17.4
98.7
44.3
54.4
(1.3)
(1.5)
(0.3)
(0.8)
0.5
6.3
(17.4)
(98.6)
(44.2)
(54.4)
$ 12.7

$ 19.3

$ 201.3

$ 108.9

$ 92.4

* Includes elimination of income/loss on investment in DGC

Basin Electric
For the month of June, Basin Electric reported an after-tax margin of $34.8 million compared to a
budgeted after-tax margin of $14.0 million.
• Member sales were above budget; a favorable variance of $5.9 million due to higher
demand and energy.
• Surplus sales were above budget; a favorable variance of $3.9 million due to higher
volumes and prices.
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•
•
•

Operating expenses were higher than budget; an unfavorable variance of $3.0 million
related to higher purchased power, fuel and wheeling costs.
Maintenance expenses were higher than budget; an unfavorable variance of $5.4 million
related to LRS and Groton.
DGC’s results were better than expected; a favorable variance of $17.4 million.

Dakota Gas
For the month of June, Dakota Gasification Company reported an after-tax net income of $11.1
million compared to a budgeted net loss of ($6.3 million).
• Synthetic natural gas revenue was higher than budget due to pricing $3.86/dt and
additional volume 24k dt sold; a favorable variance of $13.3 million.
• By-product and co-product sales were higher than budget; a favorable variance of $35.7
million primarily related higher pricing and additional fertilizer volumes sold.
o Urea revenue was $14.8 million higher, ammonia revenue was $10.5 million
higher, DEF revenue was $4.1 million higher, sulfate revenue was $2.8 million
higher, and tar oil revenue was $2.3 million higher as a result of higher prices and
higher volume sold.
• Operating expenses were over budget; an unfavorable variance of (-$28 million).
o Higher natural gas purchases (-$13.5 million), inventory clearing (-$11.0 million),
higher utilities expense (-$3.7 million).
• Income tax expense was (-$4.4 million) higher.
Dakota Coal
For the month of June, Dakota Coal Company reported after-tax net loss of $2.8 million compared
to a budgeted net loss of $1.3 million.
• An unrealized loss of $4.9 million was recorded on mine closing fund investments.
• Lignite coal sales were $0.8 million lower than budget as a result of more tons sold.
• Lignite coal purchases were $3.8 million lower than budget.
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