Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
May 11-12, 2021
At Basin Electric Headquarters in Bismarck, North Dakota
1. Basin Electric committees met Tuesday morning:
•

Finance: The group talked about the Freedom Mine reclamation bonding.

•

Marketing and Planning: The group talked about the Annual Southwest Power
Pool Congestion Auction process and also more specifically touched on
congestion on the transmission system around the Laramie River Station area.
A major transmission line is being constructed there, but also more wind is
being developed in the area, so there is question how much the transmission
line will help with congestion.

•

Operations: The group talked about the distributed controls system upgrade at
Dry Fork Station, the east roof replacement at Headquarters, and the work list
for the turnaround at the Great Plains Synfuels Plant.

2. Dakota Gasification Company
•

Dale Johnson, vice president and Synfuels Plant manager, said employees
have worked 911,000 hours without a lost-time accident.

•

Gavin McCollam, vice president of engineering and construction, said work
continues to develop a Class 3 estimate for the Dakota Carbon Pipeline project,
which would carry carbon dioxide for sequestration. The work includes
completing detailed piping arrangements, developing a permitting and drilling
schedule, submitting county permits, completing environmental field surveys,
and more. The project will be brought to the board for consideration later this
summer. Dakota Gas filed for a permit on the pipeline with the North Dakota
Public Service Commission on Apr. 23.

•

Lucas Teigen, manager of field services, said a FEED (Front-end engineering
and design) study for the primary reformer project would take about 12 months,
and a Class 3 estimate will be generated by the end of the study, which means
the estimate for construction of a primary reformer would be -20% to +30% of
expected total cost of the project. (The pre-FEED study’s estimate was a lower
class level, meaning that estimate was -25% to +65% of expected total cost.)
The FEED study would include technology assessment and selection, a licensor
agreement, process design package, outside battery limits design, and a final
report. The preliminary project schedule, should the board go forward with the
project following the FEED study, shows the primary reformer in service in the
second quarter of 2026. There are several off-ramps throughout the project
leading up to the construction contract potentially being awarded following the
FEED study.

•

ACTION: Dakota Gas directors approved the Primary Reformer FEED Study.

•

Katrina Wald, manager of financial reporting and accounts receivable, gave a
financial update on N-7, the marketing partnership between Dakota Gas and
OCI N.V., to sell products including fertilizers and diesel exhaust fluid. Wald said
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that both external auditors and Basin Electric’s internal auditors have reviewed
the financials and operations.
•

Daniel Gallagher, manager of commodity sales and trading, said the drought in
North Dakota has continued to worsen and will likely affect crop yields. The U.S.
Dept. of Agriculture has cut their corn and soybean acre estimates, and it’s likely
they will decrease estimates more. Supply concerns for corn are driving corn to
prices above $7/bushel for the first time in more than eight years, as conditions
are also dry in Brazil. Demand for corn is rising as pandemic impacts are
lessening, China is purchasing a significant supply from the United States, and
renewable diesel is expanding. Shipments of anhydrous ammonia are starting to
slow due to dry conditions and the season coming to a close. Urea demand is
volatile, but exceeding expectations. N-7 is planning to move one more unit train
of urea out of Dakota Gas this spring. Dak Sul 45 pricing is up and shipments
remain strong. Diesel exhaust fluid pricing and demand are expected to be
higher than a normal year because 4-6 major competitors have planned
extended turnaround this spring and summer.

•

ACTION: Dakota Gas directors authorized an extension of the term of Dakota
Gas’ revolving credit agree with Royal Bank of Canada for three years.

•

Production (see slides below)

3. Dakota Coal Company
•

Jacob Dow, engineer III for Dakota Coal, said the coal pile at Leland Olds
Station is up to 336,044 tons or 26.8 days of burn at the end of March (target is
now 39.9 days of burn). At Laramie River Station, the coal pile is down to 63.1
days of burn (target is 34.6 days), and continues a trend in the right direction.
Dow gave an update on the #902 dragline tub construction and the #935 shovel
outage at Freedom Mine. He also gave an update on the renovation of a
building at Freedom Mine that was built in 1979 as a temporary building to use
to build draglines inside of, but was never removed. Today it is used as a shop.

•

ACTION: Dakota Coal directors approved an increase to the Dakota Coal
Bonding Note No. 13.

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-ahead commitments, and then
subsequently did not receive a day-ahead energy award, along with the
real-time asset energy buy back. This is currently in the internal dispute
resolution process, and Basin Electric may need to file a complaint with
the Federal Energy Regulatory Commission (FERC) that Southwest
Power Pool is not following its tariff. Staff held an initial meeting with
SPP, and Basin Electric has not received a response. A second
meeting is scheduled with SPP on May 13.

•

On Apr. 29, a coalition of 19 states and NACCO filed separate petitions
for certiorari with the U.S. Supreme Court regarding Section 111(d).
This is an attempt to have the Supreme Court review EPA’s scope of
authority under Section 111(d) of the Clean Air Act before EPA
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proposes new regulations. The petitioners are arguing that the Clean
Power Plan exceeded EPA authority by going beyond the fence line,
the Supreme Court agreed when it issued the stay, and the EPA then
agreed when it replaced the Clean Power Plan with the Affordable
Clean Energy rule. Basin Electric has the opportunity to file a response
in support of either or both petitions.

•

•

ACTION: Basin Electric directors adopted Board Policy No. 15.

•

ACTION: Basin Electric directors approved the withdrawal requests by
Roosevelt Public Power District, Wyrulec Company, San Louis Valley
Rural Electric Cooperative, Gunnison County Electric Cooperative
Association, Sangre de Cristo Electric Association, Sierra Electric
Cooperative, Northern Rio Arriba Electric Cooperative, and Springer
Electric Cooperative.

Jean Schafer, senior legislative representative
•

Pres. Joe Biden committed to reducing U.S. emissions by to 50% of
2005 levels by 2030.

•

Bipartisan draft released of Energy Sector Innovation Credit would
provide technology neutral production tax credits, and can claim in lieu
of existing credits such as 45Q.

•

On Apr. 22, the Senate Energy and Natural Resources Committee held
a hearing on carbon utilization technologies, and Jason Begger
testified on behalf of the Wyoming Integrated Test Center located at
Dry Fork Station.

•

On Apr. 27, the Senate Environment and Public Works Committee held
a hearing on the “National Climate Bank Act.” Campbell County
commissioner Rusty Bell testified about the benefits of energy
industries to Campbell County, and highlighted Dry Fork Station.

•

On Apr. 15, the Federal Energy Regulatory Commission finalized its
policy statement regarding carbon pricing in regional transmission
organizations.

•

On Apr. 30, the U.S. Dept. of Energy announced a $51 million award to
Membrane Technology Research to support phase III of their pilot
project for carbon capture, which is located at the Wyoming Integrated
Test Center.

•

North Dakota: Adjourned Apr. 30. On Apr. 22, Gov. Doug Burgum
signed a bill that provides a 5-year holiday from coal conversion taxes.
On May 12, Burgum announced goal for the state to be carbon neutral
by 2030.

•

Montana: Adjourned on Apr. 29.

•

Wyoming: Reconvenes July 12-16. Interim committee priorities include
generation taxes and grid reliability. On carbon dioxide storage, state
law provides no assumption of liability. Staff began discussions with the
University of Wyoming and CarbonSAFE on potential effort to address
this issue.
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•

•

•

•

Minnesota: House and Senate continue to work on omnibus energy
bills.

•

Iowa: Working to get software sales exemption language worked into
the House Tax Policy bill. Solar advocates are ramping up, with desire
to extend solar tax credit another 10 years.

Troy Tweeten, senior vice president of Operations
•

Actual Generation (see slide below)

•

Levi Mickelsen, Laramie River Station plant manager: Regarding the
Coal Combustion Residual Rule, the bottom ash pond 1 liner
installation was completed Feb. 3. Refilling was completed and the
pond was placed into service on Mar. 30. The relining construction on
bottom ash pond 2 has started and completion of the line installation
should be end of August. Then, all three ponds at Laramie River
Station will be in compliance.

•

ACTION: Basin Electric directors approved an upgrade of the
Distributed Controls System.

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

During the Apr. 29 Class A meeting, there was discussion about the
load incentive rates (two concept options) and Fixed Charge #1.

•

Val Weigel, director of asset management and commodity strategy
•

Southwest Power Pool (SPP) reached a new wind penetration
peak and a new renewable penetration peak on May 8.

•

There are no expected power plant retirements in SPP in
2021. There were approximately 600 megawatts of coal/gas
retirements in 2020. There is a projection of 4,343 megawatts
of net capacity additions in 2021 including wind, solar, and
natural gas.

•

In 2021 so far, Basin Electric’s wind production is up. On a
year-to-date basis, natural gas units have run times at about
80% of their 2019 levels (operation was down in 2020 due to
the COVID-19 global pandemic).

•

Midcontinent ISO is looking to add nearly 10,000 megawatts
of generating capacity in 2021 including wind, solar, and
natural gas. There is expected to be 1,367 megawatts of
retirements.

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

Derik Johnson, manager of transmission system maintenance
•

Baseplate repairs being done on Belfield-to-Daglum and
Daglum-to-Rhame 230-kV lines.

•

Dry Creek 230-kV substation switch was repaired.
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•
•

•

Gavin McCollam, vice president of engineering and construction
•

Large Capital Projects (see slide below)

•

On the Dickinson 2nd transformer, work is complete.

•

At the Lonesome Creek Station Unit 6 project, the filter house
sections are complete, the emissions monitoring building is
set, installation of cable tray in the combustion turbine
generation area and above-ground piping is ongoing, and the
transmission line to takeoff structure is complete.

•

On the Neset-to-Northshore 230-kV line, easement acquisition
is at about 85% complete. A North Dakota Public Service
Commission meeting was held May 6. BNSF Railway
approved a needed crossing on Apr. 22. The line will use
carbon core conductor, which is lighter and will require fewer
structures.

•

ACTION: Basin Electric directors approved a project to
replace the roof on the east Headquarters building.

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

The Member Managers Conference will be held July 21-22 in
Deadwood, South Dakota.

•

The Dakota Gas website has been updated, with its design matching
the new Basin Electric website.

•

Basin Electric produced radio ads to run in several member
cooperative service areas in South Dakota, at their request.

•

Robert Johnston of the Eurasia Group plans to present at the June
board meeting.

•

Jon Klein, vice president of procurement
•

•

Insulator installed on Crocker-to-Watertown 345-kV line.

Challenges to the supply chain throughout the COVID-19
global pandemic included needing to search out new vendors
due to manufacturing delays, product availability, shuttered or
closed businesses, incomplete orders, transportation delays,
and worker shortages.

Diane Paul, senior vice president of Human Resources
•

At Headquarters, 263 employees are fully vaccinated and an additional
17 have received their first dose. Cooperative-wide, 516 employees are
fully vaccinated and an additional 30 have received their first dose.

•

Medical Services has reduced their evening and weekend phone
coverage hours due to decreasing demand.

•

About 250 employees returned to Headquarters on May 10. About 200
employees are planned to return on May 24.
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•

•

Basin Electric has had 430 positive COVID-19 to date.

•

Employee counts are down 14 since last month, decreasing the
number of employees to 1,786 employees cooperative-wide. The
cooperative is down approximately 90 employees since the voluntary
reduction in 2018.

Steve Johnson, chief financial officer and senior vice president
•

ACTION: Basin Electric directors authorized an extension of the term of
Dakota Gas’ revolving credit agreement with Royal Bank of Canada for
three years.

•

Susan Sorensen, vice president and treasurer
•

Economists are watching the Federal Open Market Committee
(FOMC), to see if they take action to stem likely inflation
resulting from a variety of factors including government
spending, the economy opening up following the COVID-19
global pandemic, and early worker retirements.

•

Basin Electric liquidity remains strong, and investment
managers are watching the cooperative’s investment mix.

•

Basin Electric will be working to amend and extend one of its
$500 million credit facilities in 2021.

Generation
Total energy available for sale in April 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 April was estimated at 2.1 million MWh
compared to the forecast of 2.2 million MWh. Surplus sales were estimated at 500,000
MWh, compared to the forecast of 352,000 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 89.62 million
standard cubic feet per day of natural gas produced from coal. The plant operated at 92.6
percent of capacity during the month.
Total tons of saleable fertilizer produced was 50,630 tons. That includes anhydrous
ammonia, granular urea, urea content in diesel exhaust fluid, and ammonium sulfate.

Synfuels Plant production
Production data for April 2021 for selected products at the Great Plains Synfuels Plant
were as follows:
Anhydrous ammonia – 29,314 tons produced
Urea – 25,693 tons produced
Dak Sul 45 (ammonium sulfate) – 10,873 tons produced
Carbon dioxide – About 2,119 million standard cubic feet were delivered during the
month.
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Financial data
Basin Electric Consolidated
NET INCOME AFTER TAX
UNAUDITED

April 2021

(in millions)
Basin Electric

$

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

$

Monthly
Actuals

1.7 $
3.0
1.0
(3.0)
2.7 $

Monthly
Budget

Over/(Under)
Budget

2.6 $
(0.7)
(1.2)
0.7
1.4 $

YTD Actuals

(0.9) $
3.7
2.2
(3.7)
1.3 $

YTD Budget

33.8 $
(12.4)
11.7
12.4
45.5 $

Over/(Under)
Budget

44.6 $
(17.7)
4.8
17.8
49.5 $

(10.8)
5.3
6.9
(5.4)
(4.0)

*

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

Basin Electric
For the month of April, Basin Electric reported an after-tax margin of $1.7 million compared to a
budgeted after-tax margin of $2.6 million.
• Member sales were under budget; an unfavorable variance of $8.9 million mainly due to
lower demand and actualization of February electric heat.
• Operating expenses were lower than budget; a favorable variance of $4.5 million.
o Mainly due to lower purchased power
• Maintenance expenses were higher than budget; an unfavorable variance of $1.8 million.
• DGC’s net income was higher than expected; a favorable variance of $3.7 million.
Dakota Gas
For April, Dakota Gasification reported an after-tax net income of $3.0 million compared to a
budgeted net loss of $0.7 million.
• Synthetic natural gas revenue was lower than budget due to lower prices (-$0.26/dt) and
lower volumes (-278k dt); an unfavorable variance of $1.6 million.
• By-product and co-product sales were higher than budget; a favorable variance of $3.1
million.
o Tar oil revenue was $2.1 million higher, sulfate revenue was $0.8 million higher,
and DEF revenue was $0.7 million higher as a result of higher prices and volumes.
o Ammonia revenue was $0.4 million higher as a result of higher prices as volumes
were below budget.
• Operating expenses were lower than budget; a favorable variance of $3.3 million.
• Other income and income tax expense were higher than budget; an unfavorable variance
of $1.1 million.
Dakota Coal
For year to date through April, Dakota Coal Company reported after-tax net income of $1.0 million
compared to a budgeted net loss of $1.2 million.
• Lignite coal sales were $1.1 million higher than budget as a result of more tons sold.
• Lignite coal purchases were $0.5 million lower than budget.
• An unrealized gain of $3.0 million was recorded on mine closing fund investments.
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