Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
June 15-16, 2021
At Basin Electric Headquarters in Bismarck, North Dakota
1. Basin Electric committees met Tuesday morning:
•

Finance: The group talked about ransomware threats and insurance as it relates
to security issues.

•

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 turbine control system upgrade and
automatic voltage regulator and excitation upgrade at Dry Fork Station, the
retirement of a Wyoming distributed generation unit at Arvada, the Laramie
River Station Unit 2 reheater replacement, and flue gas desulfurization reliability
and a carbon dioxide compressor motor at the Great Plains Synfuels Plant.

2. Dakota Gasification Company
•

Dale Johnson, vice president and Synfuels Plant manager, said employees
have worked 999,000 hours without a lost-time accident. During the June
turnaround, the main plant transformer replacement was completed, as well as
the methanation catalyst replacement, Rectisol heat exchanger replacement,
Rectisol ammonia compressor 20-year overhaul and motor replacement, and
cleaning, inspection, and repairs. The oxygen plant air compressor turbine had
an overhaul and the flue gas desulfurization had annual cleaning and repairs.
There were about 1,500 work order tasks.

•

Daniel Gallagher, manager of commodity sales and trading, said drought
continues in North Dakota. There was some rain in southwest North Dakota that
has helped, but the drought is categorized as “exceptional” in central North
Dakota. Over the years, anhydrous ammonia application has dwindled due to
shipping regulations. Urea and Dak Sul 45 application has increased. Urea
pricing is strong and Dakota Gas is planning two unit trains per month until fall,
plus truck fill. Diesel exhaust fluid demand is unusually high, and so less
incremental urea will be produced and for sale this summer. Four-to-six diesel
exhaust fluid competitors are in extended turnarounds this spring and summer.
For natural gas, production is down while weather demand is driving prices
higher. WBI’s North Bakken expansion pipeline was authorized by the Federal
Energy Regulatory Commission (FERC) and is expected to be in service by
November. In the Bakken, drilled but uncompleted wells dropped from 877 wells
to 647 wells from May 2020 through April 2021. Flaring rates have decreased
from 13% to 6% from March 2020 to March 2021. Dakota Gas is selling all tar oil
production, and it’s being used at higher blend rates in power generation.
Dakota Gas provides 45% of the world demand for cresylic acid.

•

Production (see slides below)
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3. Dakota Coal Company
•

Randy Banning, manager for Dakota Coal and Montana Limestone, said rip rap
sales to BNSF Railway are slow this year due to a cool spring which resulted in
slower runoff from the mountains.

•

Joe Leingang, superintendent of fuel and transportation, said the coal pile at
Leland Olds Station is up to 441,264 tons or 35.2 days of burn at the end of May
(target is 39.9 days of burn). At Laramie River Station, the coal pile is at 67.9
days of burn (target is 34.6 days).

4. Basin Electric
•

Carson Sweeney of Fergus Electric Cooperative, headquartered in Lewistown,
Montana, gave the board an update on work he has been doing to learn more
about the history of the cooperative. He is interested in asking Basin Electric to
drop the parity adder as part of their rate, because they were a Basin Electric
member from 1974-2004, and came back to the membership in 2017. The
reason they are being charged the parity adder is because they don’t have a
Western Area Power Administration delivery point within their service area. This
situation is a first for Basin Electric in which a former member of a Class A
member of Basin Electric is coming back as a member of a Class A member.

•

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.
SPP denied Basin Electric’s claim on May 25. On June 14, SPP’s CFO
sent an email saying they will post settlement statements, but appears
to make a statement supporting Basin Electric’s position. Basin Electric
will file complaint with FERC.

•

On May 24, the judge in the Dakota Energy case held a scheduling
conference, and both parties agreed to four months of discovery. The
judge said that “discoverability” and “admissibility” may be two different
things, and also said he wants to decide the case on motions as
opposed to a full trial.

•

Basin Electric will file an Optional Integrated Resource Plan in
Minnesota, which is due July 1.

•

Basin Electric filed with FERC on May 28 to reduce the Basin Electric
PURPA purchase obligation from less than 20 megawatts to less than
5 megawatts in SPP and MISO.

•

ACTION: Basin Electric directors approved the withdrawal requests by
Southeast Colorado Power Association and Southwestern Electric
Cooperative.

Dale Niezwaag, vice president of government relations
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•

•

•

The Clean Energy for America Act was reintroduced, which includes a
production tax credit that is “technology neutral” for emissions-free
electricity and would replace the renewable production tax credit. The
Senate Finance Committee approved it May 26.

•

Environmental Protection Agency Administrator Michael Regan visited
Bismarck on June. 2. Paul Sukut was in attendance.

•

Bismarck-Mandan Chamber Economic Development Committee
hosted U.S Sen. Kevin Cramer, and Basin Electric was in attendance
along with other large employers.

•

Thirteen senators including U.S. Sens. John Barrasso, John Thune,
John Hoeven, Kevin Cramer, and Steve Daines sent a letter to Pres.
Joe Biden opposing executive actions regarding energy infrastructure.

•

On May 20, the North Dakota Public Service Commission held a
technical conference on the February energy emergency.

•

In Wyoming, law provides no state assumption of carbon dioxide
storage, while North Dakota law allows for the state to take title of
carbon dioxide after 10 years post-injection. Staff has begun
discussions with University of Wyoming’s CarbonSAFE team on the
issue.

Troy Tweeten, senior vice president of Operations
•

Actual Generation (see slide below)

•

Chad Edwards, Antelope Valley Station plant manager: Talked about
items completed through the Unit 1 outage.

•

ACTION: Basin Electric directors approved the replacement of the
reheat outlet panels in Laramie River Station Unit 2, which have
reached the end of their useful life.

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

TC Energy formally put an end to the Keystone XL Pipeline project on
June 9. TC Energy has reached out to some Basin Electric members
about replacing gas compressors on the Northern Border Pipeline with
electric compressors. Thirteen pump stations would mean about to 400
megawatts of new load, but would displace some Ormat recovered
energy generation.

•

Becky Kern, director of long-term utility planning

•

ACTION: Basin Electric directors authorized the execution of a nonbinding term sheet with Minnesota Power/South Shore Energy
regarding the Nemadji Trail Energy Center

•

ACTION: Basin Electric directors authorized the execution of the
necessary agreements to facilitate the purchase of solar from the
Duane Arnold solar project

•

ACTION: Basin Electric authorized the 2022 Load Forecast work plan.
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•

•

ACTION: Basin Electric directors authorized the retirement of Arvada
Unit 3 from service.

•

Val Weigel, director of asset management and commodity strategy
•

In Southwest Power Pool (SPP), wind penetration in May
2021 was 40.3% versus 33% in May 2020.

•

Basin Electric loads in SPP are returning to levels seen in
2019 following the COVID-19 global pandemic in 2020.

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

PSCo announced they would pause their work related to joining the
California Energy Imbalance Market in April 2022, in order to more fully
consider the impact of the Colorado Springs Utilities decision to depart
the PSCo Balancing Authority Area and their intention to join the SPP
Western Energy Imbalance Market.

•

Pius Fischer, vice president of transmission
•

•

•

•

Gavin McCollam, vice president of engineering and construction
•

Large Capital Projects (see slide below)

•

ACTION: Basin Electric directors authorized the replacement
of the automatic voltage regulator and static excitation system
at Dry Fork Station.

•

ACTION: Basin Electric directors authorized the replacement
of the turbine control system at Dry Fork Station.

•

ACTION: Basin Electric directors authorized the purchase of a
230/115-kilovolt transformer for the new Northshore
substation.

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

•

Within SPP, there are 10,000 megawatts of generation
interconnection requests in the next cluster study, of which
1,500 megawatts are on Basin Electric’s transmission
facilities.

For Annual Meeting, both the venue and caterer are holding their rates
from 2020.

Shelly Wanek, interim director of Human Resources
•

Cooperative-wide, 554 employees are fully vaccinated and one
additional employee has received their first dose.

•

Nineteen employees used the Employee Assistance Program in the
first quarter of 2021.

•

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

Steve Johnson, chief financial officer and senior vice president
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•

Kelly Bergquist, senior financial analyst
•

U.S. households have more than $2 trillion in excess savings,
and consumer spending growth is expected to be the
strongest since 1946.

•

Current supply chain bottlenecks include longer delivery
times, order backlogs rising, low inventories, and higher prices
being paid.

•

Remarkable vaccine progress, record fiscal stimulus, and an
improved trade regime are leading to expected gross
domestic product growth at its strongest since 1951.

•

Inflation is up, at 5% in 2021 so far, compared to 3% in 2011,
.7% in 2015, 2.3% in 2019, and 1.4% in 2020.

•

The Fed says an interest rate hike is not likely until 2023. The
market implies the probability of a rate hike by the end of 2022
is about 60%.

Generation
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 2.1 million MWh
compared to the forecast of 2.3 million MWh. Surplus sales were estimated at 373,000
MWh, compared to the forecast of 246,000 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 86.5 million
standard cubic feet per day of natural gas produced from coal. The plant operated at 91.6
percent of capacity during the month.
Total tons of saleable fertilizer produced was 48,674 tons. That includes anhydrous
ammonia, granular urea, urea content in diesel exhaust fluid, and ammonium sulfate.

Synfuels Plant production
Production data for May 2021 for selected products at the Great Plains Synfuels Plant
were as follows:
Anhydrous ammonia – 23,868 tons produced
Urea – 32,685 tons produced
Dak Sul 45 (ammonium sulfate) – 11,275 tons produced
Carbon dioxide – About 1,984 million standard cubic feet were delivered during the
month.
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Financial data
Basin Electric Consolidated
NET INCOME AFTER TAX
UNAUDITED

May 2021

(in millions)
Basin Electric

$

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

$

Monthly
Actuals

(6.0) $
2.9
(0.3)
(2.9)
(6.3) $

Monthly
Budget

Over/(Under)
Budget

(16.6) $
0.9
(3.5)
(0.9)
(20.1) $

YTD Actuals

10.6 $
2.0
3.2
(2.0)
13.8 $

YTD Budget

27.8 $
(9.4)
11.3
9.5
39.2 $

Over/(Under)
Budget

28.0 $
(16.8)
1.3
16.8
29.3 $

(0.2)
7.4
10.0
(7.3)
9.9

*

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

Basin Electric

For May, Basin Electric reported an after-tax loss of $6.0 million compared to a budgeted after-tax
loss of $16.6 million.
• Member sales were under budget; an unfavorable variance of $16.6 million mainly due to
lower demand, energy and actualization of May estimates.
• Operating expenses were lower than budget; a favorable variance of $7.8 million.
o Mainly due to lower production expense, transmission wheeling, fuel and
administration costs.
• Maintenance expenses were lower than budget; a favorable variance of $14.6 million.
• DGC’s net income was higher than expected; a favorable variance of $2.0 million.

Dakota Gas

For May, Dakota Gasification reported an after-tax net income of $2.9 million compared to a
budgeted net income of $0.9 million.
• Synthetic natural gas revenue was lower than budget due to lower volumes (-349k dt) as
prices were above budget +$0.06/dt; an unfavorable variance of $0.6 million.
• By-product and co-product sales were higher than budget; a favorable variance of $3.5
million.
o Sulfate revenue was $3.3 million higher, tar oil revenue was $2.6 million higher
and DEF revenue was $0.9 million higher all a result of higher volumes and prices.
o Urea revenue was $3.2 million higher due to higher prices as volumes were below
budget.
o Ammonia revenue was (-$5.8 million) below budget due to lower volumes partially
offset by higher prices.
• Operating expenses were higher than budget; an unfavorable variance of $0.8 million.

Dakota Coal

For May, Dakota Coal Company reported after-tax net loss of $0.3 million compared to a
budgeted net loss of $3.5 million.
• Lignite coal sales were $0.8 million higher than budget as a result of more tons sold.
• Lignite coal purchases were $2.8 million lower than budget.
• An unrealized gain of $0.4 million was recorded on mine closing fund investments.
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