Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
June 16-17, 2020
Via WebEx

1. There were no Basin Electric committee meetings this month.
2. Dakota Gasification Company
•

Dale Johnson, vice president and Synfuels Plant manager, said the plant
conducted its turnaround which was mostly routine work on a compressed
schedule. The turnaround was scheduled to last three days and it went well, but
did go a little longer due to an oxygen plant trip. The ammonia plant came down
due to a tube leak on the feed gas heater, so they brought a contractor on site
to repair it. When the unit was back in service they found another hot spot on
the skin of the feed gas heater. When it was disassembled, it was determined
that the contractor that installed the insulation selected the wrong type and it
melted. This was repaired and it is now working well. Legal and contracts will try
to get a settlement from the contractor that installed it. There was heavy truck
traffic from early May until later in the month. The new transformer that will bring
electricity from Antelope Valley Station to Dakota Gas arrived on site and is now
in storage. It will be replaced next year during the half-plant outage.
•

•

•

Production (see slides below)

Steve Johnson, senior vice president and CFO
•

ACTION: Directors approved the First Amendment to the Amended
and Restated Credit Agreement between the cooperative, the Royal
Bank of Canada, and Dakota Gas.

•

ACTION: Directors approved the execution and delivery of the
Eighteenth Amendment to the Credit Agreement dated as of Dec. 16,
1998 between the cooperative and Dakota Gas, providing for the
forgiveness by the cooperative of $75 million of the outstanding
principal balance of Dakota Gas to Basin Electric under the credit
agreement.

Dan Gallagher, manager of commodity sales and trading, gave an update of
products and marketing at the Great Plains Synfuels Plant. Southwestern North
Dakota had a good spring for anhydrous ammonia application, urea sales were
strong, and diesel exhaust fluid (DEF) sales are increasing with states opening
back up after being shut down because of COVID-19. Experts are saying the
worst is over in respect to the price decline of oil, but the market won’t recover
overnight. Beverage-grade carbon dioxide is scheduled to begin shipping on
July 1. Negotiation is underway for a long-term contract for natural gas.
Research continues on a naphtha and tar oil refining project.

3. Dakota Coal Company
•

Joe Leingang, superintendent of fuel and transportation, said the coal inventory
at Leland Olds Station is up to more than 56 days of full load burn. The target
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for inventory is 47.9 days of burn. The reason the stockpile has gotten so big so
fast is largely due to burns being under budget.
•

Dean Bray, Dakota Coal and Montana Limestone manager, said the mine that is
auctioning the loader Dakota Coal planned to purchase has postponed the sale
until September. The Wyoming State Mining inspection went well.
•

ACTION: Directors approved the election of Troy Tweeten to fill the
vacancy of vice president of Dakota Coal.

4. Montana Limestone Company
•

ACTION: Directors approved the election of Troy Tweeten to fill the
vacancy of vice president of Montana Limestone Company.

5. Basin Electric
•

Paul Sukut, chief executive officer and general manager
•

•

•

Mike Paul, chief technical advisor, gave an update of the Process
Assessment Team. He said there has been a lot of progress in
improving efficiencies and reducing costs.

Mark Foss, senior vice president and general counsel
•

Basin Electric received approval from FERC for its market-based rate
authority in MISO and SPP.

•

The ACE rule is being appealed. Basin Electric and other industry
respondents’ briefs in support of the rule are due July 16.

•

On June 9, the Wyoming Department of Environmental Quality issued
an operating permit for Dry Fork Station.

•

On May 28, the U.S. Treasury issued the Section 45Q proposed
regulations.

Dale Niezwaag, vice president of government relations
•

A Right of First Refusal was surprisingly added at the last minute to
Iowa’s Senate Appropriations bill at 3 a.m. on June 14. The governor
will now have to decide if she wants to approve or veto the item. Iowa’s
statewide G&Ts support the bill.

•

The North Dakota Public Service Commission approved the Northern
Divide Wind Project siting and transmission on June 10. An informal
meeting on the Baldwin Wind Project is set for July 8 to discuss a
single turbine siting issue.

•

Staff is pleased with the 45Q proposed regulations. U.S. Sen. John
Hoeven invited Paul Sukut to do a joint video with him regarding the
announcement and Basin Electric comments were included in both
Hoeven’s and Sen. Kevin Cramer’s press releases regarding 45Q.

•

The IRS released revised rules to extend safe harbor for wind projects
that began in 2016-2017. Sen. Kevin Cramer sent a bipartisan letter
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asking that the safe harbor for carbon capture projects be given the
same treatment under 45Q.
ACTION: Directors resolved that the 2020 Resolutions Committee be
approved and appointed Dan Gliko as the board representative to
serve on the committee.
•

•

•

•

Troy Tweeten, senior vice president of Operations
•

Actual Generation (see slide below)

•

Operating expenses are down because of the postponed outages.

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

Staff is finalizing the third draft of Rate Schedule A. it will likely be
shared with FERC staff in June, the draft Conformed Wholesale Power
Contracts and filing will be shared with FERC staff soon, and both will
likely be filed in July.

•

The FERC order approving market-based rate authority was effective
June 7.

•

Basin Electric staff continues to have calls regarding the next phase of
work on the Bakken Midstream project. A decision on whether or not to
proceed is scheduled for January 2021.

•

June sales are expected to increase with ethanol production resuming,
warmer weather, and farmers beginning to irrigate.

•

A Class A district meeting will be held on June 25 to discuss Fixed
Charge #1, behind-the-meter transmission, which rate schedules need
FERC approval, and the 2021 rate package.

Becky Kern, director of long-term utility planning
•

An update was given on potential impacts of Wyoming Municipal Power
Agency (WMPA) becoming a member of Basin Electric. WMPA would
likely be a Class A member within District 9. Board direction/approval is
estimated to happen in July or August.

•

Solar prices have dramatically decreased over the past 10 years. Basin
Electric has executed two contracts, one in South Dakota and one in
Montana, and is looking into one in North Dakota in the same price
range. This would provide additional on-peak energy for the
cooperative’s future load growth.
•

ACTION: Basin Electric directors authorized agreements to
facilitate the purchase of up to 150 MW of solar generation within
the Southwest Power Pool (SPP).

•

ACTION: Basin Electric directors approved the 2021 load forecast
work plan.

Valerie Weigel, director of asset management and commodity strategy
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•

•

•

Renewable generation exceeded coal generation well into May for 47
consecutive days.

•

Basin Electric saw $14.2 million in congestion benefits, which is the
biggest year so far.

•

For May and the first part of June, natural gas burns were half what
they were last year.

•

Loads are down so Basin Electric is struggling to sell generation. Higher
prices are expected we move farther into the summer months.

•

SPP issued a Resource Alert from June 3-6. This was due to high
loads, not enough time to get long lead time resources online, and low
wind levels.

Guest speaker: Robert Johnston, executive advisor and managing director of
Global Energy and Natural Resources for the Eurasia Group
•

Expects economic effects of COVID-19 to last well into 2021-2022.

•

Oil prices are probably near the top of what they are going to be for
some time.

•

The Bakken has taken a 40-50% hit in oil production. At $40 per barrel
oil, the worst is now past, but expect a very slow recovery.

•

U.S. ethanol has taken a hit, but it’s rebounding.

•

The future of energy is low cost, low risk, and low carbon.

•

If Democratic presidential candidate Joe Biden wins the presidential
election, the U.S. will likely see a move to 100% clean energy, but not
100% renewables. Basin Electric is perfectly suited for this because it
has wind, solar, and carbon sequestration.

•

2,000 CCUS (carbon capture, utilization, and sequestration) projects
will be needed by 2040 and there are currently 40-50, so many banks
and investors are looking to invest in them.

•

Part of CCUS includes net-zero fertilizer production. Large companies
will pay a premium for this, so that could be an opportunity for Dakota
Gas.

Pius Fischer, vice president of transmission
•

The final Notice to Construct on the Neset to Northshore project was
issued on June 10.

•

Montana-Dakota Utilities (MDU) owns a portion of the Antelope Valley
Station to Charlie Creek 345-kV line and Basin Electric owns some
transmission assets in one of MDU’s substations. Both parties want to
purchase and sell these assets for increased security and easier
maintenance.
•

ACTION: Basin Electric directors authorized the purchase of
Line 152 from Montana-Dakota Utilities for $1,845,358.
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•

•
•

•

•

ACTION: Basin Electric directors authorized Basin Electric’s
assets in Tioga, Baker, Hettinger, and Glenham substations
be sold to Montana-Dakota Utilities for $3,534,488.

The FERC filing for Roughrider Electric Cooperative to join SPP as a
transmission owner was filed effective April 30.

Derik Johnson, manager of Transmission System Maintenance
•

Conductor repairs are being done at the Blaisdell-to-Blaisdell Tap 115kV lines.

•

Repairs are being done to the Leland Olds Station-to-Groton 345-kV
lines.

•

Repairs are being done to Leland Olds Station-to-Fort Thompson 345kV lines due to a structure failure.

Gavin McCollam, vice president of engineering and construction
•

Large Capital Projects (see slide below)

•

The Leland Olds Station bottom ash-dewatering/pond closure/coal
pond expansion has been delayed to August.

•

The Dickinson second transformer has been delayed to August.

•

Bids for Lonesome Creek Station Unit 6 general contract work were
received June 10, high-voltage equipment on June 2, and continuous
emissions monitoring building on June 9.
•

ACTION: Basin Electric directors authorized the Neset-toNorthshore transmission project at an estimated cost of $57.4
million.

•

ACTION: Basin Electric directors authorized the Leland Olds
Station-to-Fort Thompson 345-kV emergency restoration
project at an estimated cost of $6.2 million.

•

ACTION: Basin Electric directors authorized the James River
Valley Tower flood protection project amendment at an
estimated cost of $1,765,400 (revised total authorization
$5,359,800).

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

A news release announcing the Purchase Power Agreement with
Clenera Renewable Energy on the Cabin Creek Solar Project in
Montana was sent out on June 15. The news release is being picked
up by several media outlets.

•

Procurement has purchased COVID-19 test kits for both Basin Electric
Medical Services and requests from members.

•

Two new co-ops will come online with Security Response Services
(SRS) this fall.
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•

•

•

•

Cooperative Awareness Campaign interviews with Class A members
have been completed.

•

The July managers’ meeting has been postponed until September.

Diane Paul, senior vice president of Human Resources
•

Basin Electric employee numbers remain level, but Dakota Gas
employee numbers are down six. Entry-level positions at Dakota Gas
have been posted.

•

Medical costs are down, likely because of employees postponing
appointments due to COVID-19.

•

241 employees have been quarantined and 238 are back at work.

•

113 employees returned to Headquarters on June 15, and 95 are
planned to return on June 29. Medical services completed antibody
testing for the first phase of employees. Four tested positive for the
antibody, but none tested positive for the active virus.

Steve Johnson, chief financial officer and senior vice president
•

Unemployment numbers fell since last month, due to states re-opening.

•

Retail sales increased 17.7% in May, which is the highest increase
since 1992.

•

Basin Electric’s visits with ratings agencies will take place virtually in
July.
•

ACTION: Basin Electric directors approved the First
Amendment to the Amended and Restated Credit Agreement
between the cooperative, the Royal Bank of Canada, and
Dakota Gas.

•

ACTION: Basin Electric directors approved the execution and
delivery of the Eighteenth Amendment to the Credit
Agreement dated as of Dec. 16, 1998 between the
cooperative and Dakota Gas, providing for the forgiveness by
the cooperative of $75 million of the outstanding principal
balance of Dakota Gas to Basin Electric under the credit
agreement.

Mark Foss, senior vice president and general counsel
ACTION: Basin Electric directors approved sending two staffproposed bylaws to the Bylaws Review Committee. The first
would add a municipality or municipal association to the list of
entities that may become Class A members of the
cooperative. The second would allow for an annual or special
meeting of the members to be conducted through the internet
or other similar means should the board of directors deem it
necessary in lieu of an in-person meeting.

Generation
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Total energy available for sale in May was estimated to be 2.5 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 2.0 million MWh
compared to the forecast of 2.0 million MWh. Surplus sales were estimated at 457,700
MWh, compared to the forecast of 469,300 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 106.8 million
standard cubic feet per day of natural gas produced from coal. The plant operated at
90.2% of capacity during the month.
Total tons of saleable fertilizer produced was 38,608 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 2020 for selected products at the Great
Plains Synfuels Plant were as follows:
Anhydrous ammonia – 20,862 tons produced.
Urea - 19,475 tons produced.
Dak Sul 45 (ammonium sulfate) – 9,030 tons produced.
Carbon dioxide – About 1,697 million standard cubic feet were delivered during the
month.

Financial data
Basin Electric Consolidated
NET INCOME AFTER TAX
UNAUDITED

May 2020

(in millions)
Basin Electric

$

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

$

Monthly
Actuals

(2.9) $
(5.6)
1.2
5.7
(1.6) $

Monthly
Budget

Over/(Under)
Budget

(6.5) $
8.7
(1.1)
(8.6)
(7.5) $

YTD Actuals

3.6 $
(14.3)
2.3
14.3
5.9 $

YTD Budget

46.4 $
(35.3)
5.9
35.4
52.4 $

Over/(Under)
Budget

29.6 $
4.3
3.2
(4.2)
32.9 $

16.8
(39.6)
2.7
39.6
19.5

*

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

Basin Electric
For the month of May, Basin Electric reported an after-tax deficit of $2.9 million compared to a
budgeted after-tax deficit of $6.5 million.
• Member sales were under budget due to lower volumes and rates; an unfavorable
variance of $24.3 million.
• Surplus sales were under budget mainly due to lower prices; an unfavorable variance of
$5.1 million.
• Operating and maintenance expenses were lower than budget; a favorable variance of
$46.4 million.
o Mainly due to lower maintenance expenses related to deferral of outages, lower
purchased power and lower fuel costs.
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Dakota Gas
For the month of May, Dakota Gasification reported an after-tax net loss of $5.6 million compared
to a budgeted income of $8.7 million.
• Synthetic natural gas revenue was lower than budget due to lower prices; an unfavorable
variance of $2.0 million.
• By-product and co-product sales were lower than budget, an unfavorable variance of
$19.8 million.
o Urea revenue was down $8.1 million and ammonia revenue was down $4.5 million,
both as a result of lower prices and volumes. Tar oil revenue was down $3.1
million due to lower volumes.
• Operating expenses were lower than budget; a favorable variance of $5.4 million.
• The income tax benefit for the month was $1.4 million more than budgeted due to a net
loss compared to a budgeted net income.
Dakota Coal
For the month of May, Dakota Coal Company reported after-tax net income of $1.2 million,
compared to a budgeted net loss of $1.1 million.
• Unrealized gains of $2.0 million were recorded on mine closing fund investments.
• Operating expenses were lower than budget, a favorable variance of $2.2 million.
o This is largely due to lower coal purchase expense.
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