Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
March 10-11, 2020
Basin Electric Headquarters building, Bismarck, North Dakota
1. Basin Electric committees met Tuesday morning:
•

Finance: The group talked about 2019 audits, the datacenter refresh, upgrade to
Asset Suite 9, capital credit allocation, current month profits and losses on
natural gas, and additional early amortization of loss on Dakota Gas.

•

Marketing and Planning: The group talked about Northern Border Pipeline gas
quality, the annual congestion hedging action, and Western Energy Imbalance
Service and California ISO. They also talked about profits and losses on Basin
Electric generators.

•

Operations: The group talked about an upgrade on Dakota Gas’ urea carbon
dioxide compressor, an update on the Wyoming Integrated Test Center, a
reactor addition to the Tongue River substation, an upgrade to the Rapid City
DC tie, and work to be done to the coal ash and emergency ponds at Laramie
River Station.

2. Dakota Gasification Company
•

Dale Johnson, vice president and Synfuels Plant manager, said that fertilizers
had a very good month. The ammonia plant tripped early in the month, but still
finished the month close to budget. The urea plant also tripped, but it ran well
most of the month and ultimately averaged 107% capacity factor for the month.
Staff received a response to an Environmental Protection Agency audit from
2015; no penalties were assessed, and there will be a follow-up inspection in
September.
•

Production (see slides below)

•

Dan Gallagher, Basin Electric manager of commodity sales and trading, said
warmer weather means optimism that ammonia application will start early in the
corn belt. In western North Dakota, conditions are ahead of schedule as well.
For urea, looks like eastern North Dakota could use more than usual given the
amount of snowfall this winter. February was the best month yet for diesel
exhaust fluid gallons shipped, at 2.5 million. COVID-19 threatening the global
economy, impacting oil prices, and fear regarding liquefied natural gas demand.
Target date to have beverage-grade certified carbon dioxide is mid-to-late April.

•

ACTION: Dakota Gas directors accepted the 2019 Dakota Gas and Souris
Valley Pipeline audits.

3. Dakota Coal Company
•

Dean Bray, manager of Dakota Coal and Montana Limestone, with staff from
The Coteau Properties Co. Freedom Mine, is looking into a possible front-end
loader to add to the existing fleet. Jacob Dow, engineer II, gave an overview of
improved drilling and blasting practices at the limestone quarry.

•

ACTION: Dakota Coal directors accepted the 2019 Dakota Coal audit.
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4. Basin Electric
•

•

•

Board audit committee
•

Deloitte and Touche auditors Judith Dockendorf and Adam Krasnoff
presented the 2019 Basin Electric and Dakota Gas audits to directors
and answered questions.

•

Shawn Deisz, Basin Electric vice president and controller, said an error
had been found during the auditing process, which was in Dakota Gas’
favor, in the amount of $6.1 million. Of that, $5 million was moved to
revenue deferral.

•

ACTION: Basin Electric directors authorized an early amortization of
expense deferral of $1.1 million.

•

ACTION: Basin Electric directors accepted the 2019 Basin Electric
audit.

•

ACTION: Basin Electric directors ratified 2019 tax consulting services
with Deloitte and Touche.

Mark Foss, senior vice president and general counsel
•

Staff received information from North Dakota Department of
Environmental Quality on State Implementation Plan development
regarding the ACE Rule.

•

Hearing is scheduled for April 28 in Watford City on McKenzie Electric
lawsuit.

•

Staff is meeting with FERC staff regarding filing. FERC staff requested
signed conformed copies of all wholesale power contracts.

•

The Internal Revenue Service is under orders to get proposed rules out
on 45Q by March 31.

Jean Schafer, senior legislative representative
•

North Dakota: Basin Electric received an email from the U.S. Air Force
concerning PrairieWinds 1 and Minot Wind, objecting to light mitigation
technology added to those turbines, and will release a position paper
within the next month.

•

South Dakota: A bill requiring aircraft detection lighting systems for all
wind projects was killed. The critical infrastructure protection bill
passed the Senate, and awaiting consideration in the House. The
electric service territory annexation legislation was killed.

•

Iowa: A bill to allow for separate billing system for solar projects passed
both chambers. A bill to take away local authority for renewable
projects was killed. A bill regarding right of first refusal for new regional
transmission organization-approved transmission projects was killed.

•

Minnesota: Clean Energy First legislation passed one committee,
moving to another, and then the full Senate. The House version passed
out of committee, does not include carbon capture generation as clean
energy, and is not limited to generation in Minnesota, while it is limited
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to utilities filing an Integrated Resource Plan, which should not affect
Basin Electric.

•

•

Wyoming: A bill requiring 100% funding for plant site remediation on
retiring electric generation facilities was killed.

•

Montana: Public comments are due March 18 on solar/wind
decommissioning rules. The Montana Climate Solution Plan has a goal
of net neutral greenhouse gas emissions by 2035. Basin Electric has
provided recommendations to Montana Electric Cooperative
Association.

•

Paul Sukut met with U.S. Sen. John Hoeven (R-ND) on 45Q and
FERC. Hoeven has met with FERC to discuss ways to help coal
generation facilities.

•

The U.S. Senate introduced the first comprehensive energy bill in more
than 10 years, called the American Energy Innovation Act. The path
forward is unknown at this time.

John Jacobs, senior vice president of Operations
•

Actual Generation (see slide below)

•

Derik Johnson, manager of Transmission System Maintenance
•

•

•

The aging infrastructure replacement initiative continues, with
the Pahoja substation now energized, and six other projects
underway. In addition, three new interconnects have been
energized to support wind projects.

Diane Paul, senior vice president of Human Resources
•

Work on the annual workforce plan continues, which is meant to
manage turnover and increased workloads, and to bridge knowledge
gaps.

•

Medical services conducted 10,091 appointments in 2019. 1,157 flu
shots were provided, and 147 preventative ultrasound screenings.

•

COVID-19 preparedness is underway.

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

•

•

Conformed wholesale power contracts will be shared with
membership, and will be filed concurrently with the Rate
Schedule A refiling, to meet FERC requirements.

•

Discussion with Wyoming Municipal Power Agency to move
from Class D status to Class A member status continues.

•

TransCanada pipeline construction is planned to begin this
spring, with an in-service date of Fall 2022.

Becky Kern, director of long-term utility planning
•

ACTION: Basin Electric directors authorized the CEO and
general manager to execute all necessary agreements under
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terms and conditions acceptable to the CEO and general
manager, for a capacity purchase.
•

•

Val Weigel, director of asset management and commodity strategy
•

Southwest Power Pool has several projects addressing
market transparency and volatility, including a payment to
resources that can be set aside in the case of uncertain
market events which are coming up within the next 2-4 hours;
a multi-day commitment which would clear units for 48 hours
rather than 24 hours; a payment to resources which are able
to ramp quickly in response to events where generation is
quickly being added or lost in the market; and more.

•

ACTION: Basin Electric directors authorized the CEO and
general manager to execute all necessary agreements under
terms and conditions acceptable to the CEO and general
manager, for a natural gas purchase from November 2020
through October 2026.

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

Large Capital Projects (see slide below)

•

Southwest Power Pool’s strategic planning committee listed “western
strategy” in its top three key issues.

•

Southwest Power Pool filed the Western Energy Imbalance Service
with FERC on Feb. 21; comments are due March 20 due to FERC
issuing extension of deadline (initially due March 13).

•

Pius Fischer, vice president of transmission
•

•

•

ACTION: Basin Electric directors authorized the Rapid City
DC Tie Remedial Action Scheme upgrade.

Gavin McCollam, vice president of engineering and construction
•

ACTION: Basin Electric directors authorized the Tongue River
Reactor Addition.

•

ACTION: Basin Electric directors authorized the Laramie River
Station bottom ash pond 1 and 2, and east emergency holding
pond reconstruction projects.

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

The Geronimo Energy/Basin Electric solar project news garnered lots
of attention. More than 200 news stories were published, and more
than 100 social media posts were tracked. The potential reach of the
news stories was more 140 million unique viewers.

•

Robert Johnston, Eurasia Group, will visit the board in April.

•

Representatives from Paulsen continue their work plan for the
Cooperative Awareness Campaign.
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•

Steve Johnson, chief financial officer and senior vice president
•

ACTION: Basin Electric directors allocated combined Basin
Electric/Basin Cooperative Services margin to patrons of Basin Electric
in accordance with bylaws.

•

ACTION: Basin Electric directors authorized the 2020 Datacenter
Refresh Project, and approved the contract award.

•

ACTION: Basin Electric directors authorized the Asset Suite 9 Upgrade
Project, and approved the contract award.

Generation
Total energy available for sale in February 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 February was estimated at 2.3 million MWh
compared to the forecast of 2.3 million MWh. Surplus sales were estimated at 388,500
MWh, compared to the forecast of 408,300 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 79 million standard
cubic feet per day of natural gas produced from coal. The plant operated at 89 percent of
capacity during the month.
Total tons of saleable fertilizer produced was xx,xxx 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 February 2020 for selected products at the
Great Plains Synfuels Plant were as follows:
Anhydrous ammonia – 27,701 tons produced; 4,692 tons were shipped.
Urea - 34,227 tons produced; 22,998 tons shipped.
Dak Sul 45 (ammonium sulfate) – 6,893 tons produced; 7,530 tons were shipped.
Carbon dioxide – About 2,798 million standard cubic feet were delivered during the
month.

Financial data
NET INCOME AFTER TAX
UNAUDITED

February 2020

(in millions)
Basin Electric

$

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

$

Monthly
Actuals

14.2 $
(7.2)
(2.5)
7.2
11.7 $

Monthly
Budget

Over/(Under)
Budget

11.2 $
(3.0)
1.5
3.0
12.7 $

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

3.0 $
(4.2)
(4.0)
4.2
(1.0) $

YTD Budget

30.9 $
(16.5)
(0.8)
16.5
30.1 $

Over/(Under)
Budget

25.2 $
(6.6)
3.9
6.6
29.1 $

5.7
(9.9)
(4.7)
9.9
1.0

*

Basin Electric
For the month of February, Basin Electric reported an after-tax margin of $14.2 million compared
to a budgeted net income of $11.2 million.
• Operating and maintenance expenses were lower than budget; a favorable variance of
$6.8 million.
o Mainly due to lower purchased power, higher wheeling revenue and lower
administrative expenses.
• Member revenue was higher than budget largely due to higher volumes; a favorable
variance of $2.7 million.
• Surplus sales prices and volumes were under budget; an unfavorable variance of $4.0
million.
Dakota Gas
For the month of February, Dakota Gasification reported an after-tax net loss of $7.2 million
compared to a budgeted loss of $3.0 million.
• Synthetic natural gas revenue was lower than budget largely due to lower prices; an
unfavorable variance of $4.6 million.
• By-product and co-product sales were lower than budget, an unfavorable variance of $3.3
million.
o Phenol and cresylic revenue was down $1.0 million and tar oil revenue was down
$0.9 million, largely due to lower volumes. Urea revenue was down $0.9 million
largely as a result of lower prices.
• Operating expenses were lower than budget; a favorable variance of $1.9 million.
• The income tax benefit for the month was $1.8 million more than budgeted.
Dakota Coal
For the month of February, Dakota Coal Company reported after-tax net loss of $2.5 million,
compared to a budgeted net income of $1.5 million.
• The net loss is primarily due to unrealized losses recorded on mine closing fund
investments.
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