Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
Oct. 12-13, 2021
At Basin Electric Headquarters in Bismarck, North Dakota
1. Basin Electric committees met Monday afternoon:
•

Finance: The group talked about Board Policy 02 (Fiscal), cybersecurity and
ransomware, long-term financing, the depreciable lives of generating units, and
the 2020 federal income tax return.

•

Marketing and Planning: The group talked about wind-driven congestion.

•

Operations: The group talked about the Laramie River Station 345-kilovolt
substation equipment upgrades, the 2021 fall turnaround plan at Dakota Gas,
the first Minot Wind turbines (Willy and Wally) needing to be decommissioned,
and the IBEW contract negotiation.

2. Dakota Gasification Company
•

Dale Johnson, Synfuels Plant manager, said the “A” main air compressor rotor
had a blade failure which was caused by a surge. This impacted natural gas
production and also co-products associated with the gas path. The compressor,
along with the issues that created the surge condition, have been repaired. A
conveyor pulley needed to be repaired which impacted some urea production.

•

Gavin McCollam, vice president of engineering, said contract awards have been
made for the Dakota Carbon Pipeline, and construction is set to begin in
October. Work continues on the FEED (front-end engineering and design) study
on a primary reformer at Dakota Gas as well.

•

Daniel Schaaf Gallagher, manager of commodity sales and trading, said high
commodity prices in 2021 are a reflection of supply growth being stalled as
production is slow to pick up after the COVID-19 global pandemic, and demand
is surging. Anhydrous ammonia is expected to be in short supply through next
spring. Urea pricing remains high due to relatively high natural gas prices, plant
turnarounds, and limited imports. Demand for ammonium sulfate is strong, and
inventory of Dak Sul 45 is low at the Synfuels Plant. For diesel exhaust fluid and
urea liquor, October pricing will likely be a record for Dakota Gas, while sales
will be extremely limited due to the fall turnaround. Dakota Gas will be able to
take advantage of the record pricing for the rest of the year for diesel exhaust
fluid and urea liquor.

•

Production (see slides below)

3. Dakota Coal Company
•

Joe Leingang, superintendent of fuel and transportation, said the coal pile at
Leland Olds Station is at 293,935 tons or 23.5 days of burn at the end of
September (target is 39.9 days of burn). At Laramie River Station, the coal pile
is at 1,406,277 tons or 54.1 days of burn (target is 34.6 days).

•

Jacob Dow, Dakota Coal engineer III, gave an update on the dragline tub
replacement at the Freedom Mine. The blasting improvement program at the
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Montana Limestone Company quarry is seeing good progress in creating more
uniform rock.
•

ACTION: Dakota Coal directors selected delegates to the subsidiary annual
shareholder meetings.

4. Basin Electric
•

Mark Foss, senior vice president and general counsel
•

There was a pre-hearing conference on Sept. 21 with the Federal
Energy Regulatory Commission (FERC).

•

On Sept. 30, Basin Electric and North Iowa Municipal Electric
Cooperative Association urged FERC to deny the Southwest Power
Pool motion for leave to answer because it merely repeated arguments
made previously.

•

ACTION: Basin Electric directors approved the notice of the 2021
Annual Meeting.

•

ACTION: Basin Electric directors selected delegates to the subsidiary
annual shareholder meetings.

•

ACTION: Basin Electric directors appointed Todd Telesz to Western
States board of directors.

•

ACTION: Basin Electric directors appointed Katrina Wald as
replacement for Shawn Deisz on the Contract Review Committee.

•

ACTION: Basin Electric directors authorized the Nemadji River
Generation LLC Revolving Credit Agreement.

•

ACTION: Basin Electric directors authorized the Nemadji River
Generation LLC Cash Management Agreement.

•

Dale Niezwaag, vice president of government relations
•

The new target for the Bipartisan Infrastructure Bill and
reconciliation update is the end of October.

•

During the Sept. 28 Fall Fly-in to Washington D.C., there were
meetings with the North Dakota, South Dakota, and Iowa
delegations. They discussed Rural Utilities Service repricing,
direct pay tax credits, and concerns with the Clean Electricity
Performance Program.

•

The Senate Energy and Natural Resources Committee held
an oversight hearing Sept. 28, and discussed proposed Clean
Electricity Performance Program and FERC siting of interstate
natural gas pipelines. At Basin Electric’s request, U.S. Sen.
John Hoeven submitted a question for the record regarding
FERC’s advanced notice of proposed rulemaking on
transmission cost allocation.

•

North Dakota Gov. Doug Burgum recommends investment of
$697 million in American Rescue Plan Act funds, including
$25 million in potential funds for Minnkota’s Project Tundra or
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Rainbow Energy’s Coal Creek Station and $20 million in
potential funds for Bakken Energy/Mitsubishi. Al Anderson is
appointed to serve as director on the Industrial Commission’s
Clean Sustainable Energy Authority.

•

•

•

Basin Electric participated on a panel at the Plains CO2
Reduction Partnership meeting Sept. 14. Topics discussed
were the Membrane Technology and Research pilot project
and FEED study at Dry Fork Station, and the Wyoming
CarbonSAFE storage site at Dry Fork Station.

•

Basin Electric was invited to speak on a panel for a coalition of
legislators from energy-producing states and Canadian
provinces. Topics discussed included Basin Electric’s
diversification through growth of generation portfolio,
renewable additions, and carbon capture and storage.

Troy Tweeten, senior vice president of Operations
•

Actual Generation (see slide below)

•

A fire at Antelope Valley Station Sept. 23 resulted in two conveyor belts
being replaced in the coal transfer building, with another needing
repairs.

•

Levi Mickelsen, Laramie River Station plant manager
•

Installation on a liner on Bottom Ash Pond 2 was complete
July 27. To date, three ponds are now compliant with the Coal
Combustion and Residuals Rule.

•

The U.S. Air Force held a training mission at Grayrocks
Reservoir.

•

An outage on Unit 3 began Oct. 2 and should be complete
Nov. 22.

Becky Kern, director of long-term utility planning
•

IHS has been hired as a third-party consultant to assist with the load
forecast. The forecast will come to the board in January for approval.

•

The agenda for the Oct. 27 district manager meeting includes updates
on negotiations with Bakken Energy on Dakota Gas, the 2022 load
forecast, resource planning, load incentive rate usage, rate discussion
for 2023, and the west regional transmission organization.

•

The transaction closed on Oct. 1 for the purchase of 30% of the project
to develop Nemadji Trail Energy Center, a proposed 600-megawatt
combined-cycle power plant located in Superior, Wisconsin. Partners
include Basin Electric, ALLETE, and Dairyland Power Cooperative.
There will be a CEO meet and greet for the partners on Dec. 10.

•

ACTION: Basin Electric directors modified the prior approval of the
2022 Rate Schedule A from August 2021 to remove the changes that
had been adopted regarding the Load Incentive Rate and to maintain
the prior Load Incentive Rate into 2022.
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•

Val Weigel, director of asset management and commodity strategy
•

•

Pius Fischer, vice president of transmission
•

SPP’s preliminary Integrated Transmission Planning assessment
indicates thermal reliability needs and voltage reliability needs in Basin
Electric’s service area.

•

FERC’s annual commissioner-led reliability technical conference was
held Sept. 30. Challenges and recommendations include variable
energy resources, inverter-based resources, increasing use of natural
gas, increasing extreme weather, and increasing cybersecurity threats.

•

Derik Johnson, manager of transmission system maintenance

•

•

•

Commodity prices are being driven up by lower production
coming off the COVID-19 global pandemic, along with nowhigher demand. U.S. producers are not increasing production.
Prices are expected to be volatile into 2023. To plan for
generation, Basin Electric has purchased additional fuel oil for
Spirit Mound Station, is monitoring environmental limits for
Lonesome Creek Station, and continues to hedge natural gas.

•

A shovel move at Freedom Mine required some assistance
from transmission system maintenance to get past some
transmission lines.

•

Baffle replacement was done at Leland Olds Station 345kilovolt substation.

Gavin McCollam, vice president of engineering and construction
•

Large Capital Projects (see slide below)

•

The Neset-to-Northshore 230-kilovolt transmission line
received a conditional use permit from Mountrail County on
Sept. 27. Construction bids were due Oct. 13. Grading began
Sept. 13.

•

An upgrade on the Laramie River Station Unit 3 480-volt
switchgear is set to be complete Oct. 22.

•

ACTION: Basin Electric directors authorized the Laramie River
Station 345-kilovolt substation equipment upgrades project.

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

There are 352 people currently registered for annual meeting, and 166
currently registered for the members-only meeting.

•

ACTION: Basin Electric directors reaffirmed Board Policy 01
(Renewable Resource Obligations) with no revisions.

•

ACTION: Basin Electric directors approved Board Policy 02 (Fiscal).

Shelly Wanek, interim director of Human Resources
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•

•

At Basin Electric and Dakota Gas, 600 employees are fully vaccinated
against COVID-19, 302 of which work at Headquarters. Moderna and
Pfizer vaccine are available.

Katrina Wald, vice president and controller
•

Fewer jobs than expected were added in September, and supply chain
disruptions are expected to continue. The FOMC has stated that
tapering of interest rates may soon be warranted.

•

There is increased demand from investors and other stakeholders for
ESG (environmental, social, and governance) disclosures.

•

ACTION: Basin Electric directors authorized the issuance of up to $400
million of First Mortgage Bonds.

•

ACTION: Basin Electric directors authorized the CEO and general
manager to execute and deliver on behalf of Basin Electric and its
consolidated entities the 2020 federal and state income tax returns.

Generation
Total energy available for sale in September 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 September was estimated at 2.1 million MWh
compared to the forecast of 2.2 million MWh. Surplus sales were estimated at 585,000
MWh, compared to the forecast of 385,000 MWh.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 60.5 million
standard cubic feet per day of natural gas produced from coal. The plant operated at 78.2
percent of capacity during the month.
Total tons of saleable fertilizer produced was 47,243 tons. That includes anhydrous
ammonia, granular urea, urea content in diesel exhaust fluid, and ammonium sulfate.

Synfuels Plant production
Production data for September 2021 for selected products at the Great Plains Synfuels
Plant were as follows:
Anhydrous ammonia – 28,931 tons produced
Urea – 28,761 tons produced
Dak Sul 45 (ammonium sulfate) – 6,028 tons produced
Carbon dioxide – About 2,883 million standard cubic feet were delivered during the
month.
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Financial data
Basin Electric Consolidated
NET INCOME AFTER TAX
UNAUDITED

September 2021

(in millions)
Basin Electric

$

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

$

Monthly
Actuals

29.5 $
2.7
(0.3)
(2.7)
29.2 $

Monthly
Budget

Over/(Under)
Budget

12.3 $
(7.9)
(1.7)
7.9
10.6 $

YTD Actuals

17.2 $
10.6
1.4
(10.6)
18.6 $

YTD Budget

168.8 $
(16.0)
16.5
16.1
185.4 $

Over/(Under)
Budget

102.2 $
(57.9)
3.7
58.1
106.1 $

66.6
41.9
12.8
(42.0)
79.3

*

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

Basin Electric
For September, Basin Electric reported an after-tax margin of $29.5 million compared to a
budgeted after-tax margin of $12.3 million.
• Member sales were under budget; an unfavorable variance of $8.4 million mainly due to
lower demand and energy volumes.
• Surplus sales were over budget; a favorable variance of $11.8 million mainly due to higher
volumes and prices.
• Operating expenses were lower than budget; a favorable variance of $4.5 million.
o Lower transmission wheeling, purchased power, and production expense partially
offset by higher fuel.
• DGC’s results were better than expected; a favorable variance of $10.6 million.
Dakota Gas
For September, Dakota Gasification reported an after-tax net income of $2.7 million compared to
a budgeted net loss of $7.9 million.
• Synthetic natural gas revenue was higher than budget due to pricing (+$1.23/dt) as lower
volumes (-378k dt) were sold; a favorable variance of $3.3 million.
• By-product and co-product sales were higher than budget; a favorable variance of $7.6
million.
o DEF revenue was $4.3 million higher, Ammonia revenue was $2.2 million higher,
and Tar Oil revenue was $1.6 million higher all as a result of higher prices and
volumes.
• Operating expenses were lower than budget; a favorable variance of $1.0 million.
o Natural Gas Purchases (-$4.4 million), Coal $2.2 million, change in power hedge
value $1.7 million, and Inventory $0.8 million.
• Income tax expense was $1.3 million higher than budget due to income before taxes vs.
budgeted loss before taxes.
Dakota Coal
For September, Dakota Coal Company reported after-tax net loss of $0.3 million compared to a
budgeted net loss of $1.7 million.
• Lignite coal sales were $0.3 million higher than budget as a result of more tons sold.
• Lignite coal purchases were $4.5 million lower than budget.
• An unrealized loss of $3.2 million was recorded on mine closing fund investments.
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