Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
Oct. 11-12, 2022
At Basin Electric Headquarters in Bismarck, North Dakota

1. There were no Basin Electric committees this month due to Strategic Planning.
2. Dakota Gasification Company
•

ACTION: Dakota Gas directors retained Deloitte & Touche to conduct the audits
of the 2022 Dakota Gasification Company consolidated financial statements, as
well as the Souris Valley Pipeline (SVPL) financial statements and the SVPL
QET financial statements.

•

ACTION: Dakota Gas directors adopted revised board policies.

•

ACTION: Dakota Gas directors authorized and directed to establish and
maintain one or more accounts with J.P. Morgan Securities LLC, and any of
their affiliated entities.

•

Dale Johnson, vice president and Synfuels Plant manager

•

•

There was a scheduled turnaround on the A-Riley boiler which
impacted synthetic natural gas, ammonia, and tar oil production.

•

Production (see slides below)

•

ACTION: Dakota Gas directors authorized an amendment to the DGC
45Q Project budget.

•

ACTION: Dakota Gas directors authorized an amendment to the
Carbon Vault contract for sequestration well development.

Daniel Schaaf Gallagher, director of commodity sales and trading
•

Oil prices are down 40% from their June peak, and OPEC+ has
initiated a two million barrels per day production cut, because it claims
the markets are not appropriately pricing oil.

•

Oil companies have stated the pace of drilling will slow due to
recession concerns globally, China’s continued COVID-19 lockdowns,
and inflation impacts on the cost of drilling, which includes continued
labor shortages.

•

There has been mild demand for natural gas in the U.S. this shoulder
season, which may push storage injections higher, keeping prices
restrained in the near term. U.S. power demand is weakening, but
remains above 2021 levels. In the Midwest, basis prices have had a
significant downward price movement.

•

Ammonia pricing continues to rise ahead of the fall season, and
shipments have been good. Urea inventory is tight due to high
shipments and high DEF production. N-7 is expecting potential for
demand for diesel exhaust fluid to rise due to plant outages.
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3. Dakota Coal Company
•

•

Jacob Dow, engineer III
•

The coal pile at Laramie River Station is at 40.2 days of full-load burn
(target is 34.6 days).

•

The coal pile at Leland Olds Station is at 28.5 days of burn (target is
39.9 days of burn).

ACTION: Dakota Coal directors retained Deloitte & Touche to conduct the
audits of the 2022 Dakota Coal Company consolidated financial statements.

4. Basin Electric
•

Daniel Graham, chief security and compliance officer
•

•

•

An MRO audit was conducted to assure the effective and efficient
reduction of risks to the reliability and security of the grid, in order to
meet compliance standards.

Mark Foss, senior vice president and general counsel
•

On Nemadji Trail Energy Center, Rural Utilities Service (RUS), who is
financing Dairyland Power Cooperative, has had no internal guidance
to respond to the Environmental Protection Agency’s comments on the
supplemental environmental assessment. Staff at RUS has been told
not to expect any guidance until November.

•

Regarding the McKenzie Electric lawsuit, McKenzie Electric made
Basin Electric and Upper Missouri Power Cooperative aware on Sept.
27 it would not make its deponents available for their depositions to be
held Sept. 28 and would seek a protective order. Basin Electric and
Upper Missouri needed to file their responses by Oct. 13, and
McKenzie Electric must file a reply by Oct. 24.

•

Regarding the FERC Rate Schedule A case, Basin Electric file a
Motion to Reconsider on Sept. 28 requesting the judge nullify or
rescind his order requiring supplemental testimony. The judge denied
the motion on Sept. 30, but gave Basin Electric additional time to file
rebuttal testimony. The original deadline was Oct. 21; the new deadline
is Nov. 21.

•

ACTION: Basin Electric directors approved the notice of annual
meeting of the members.

•

ACTION: Basin Electric directors authorized and directed to establish
and maintain one or more accounts with J.P. Morgan Securities LLC,
and any of their affiliated entities.

Troy Tweeten, senior vice president of Operations
•

Actual Generation (see slide below)

•

Levi Mickelsen, Laramie River Station plant manager, says the
Grayrocks Reservoir is 76.1% full as of Oct. 5. Liner installation is in
progress on the bottom ash pond 3 for compliance with the Coal
Combustion Residual Rule.
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•
•

•

Valerie Weigel, vice president of Asset Management and Commodity Strategy
•

In September, surplus sales in the Western Interconnection were at
record levels for Basin Electric due to generation being available, high
temperatures in the West, and congestion causing high pricing.

•

Alycia Kramer, supervisor of Market Analytics and Strategy, discussed
the pressure on coal generation in the power markets. Low natural gas
prices the past several years and ESG pressures, along with other
global factors, have contributed to about 12,000 megawatts of coal
generation in MISO and 1,300 megawatts in the Southwest Power Pool
to be retired. While MISO has seen more retirements, both markets
have similar levels of remaining dispatchable generation relative to
winter peak load. If there are higher than normal coal generation
outages in MISO this winter, there is potential for reliability issues.

•

Basin Electric will require a new transportation agreement with WBI
Energy to serve natural gas to the Pioneer Phase IV project.

Pius Fischer, vice president of Transmission
•

•

ACTION: Basin Electric directors authorized the Groton Generation
Station Unit 1 hot section replacement.

There are 60 projects totaling about 11,100 megawatts in the Upper
Missouri Zone generator interconnection queue.

Gavin McCollam, vice president of Engineering and Construction
•

Large Capital Projects (see slide below)

•

The Nemadji Trail Energy Center project continues to face permitting
challenges. A Legislative/Lobbying Team has been assembled. The
schedule is slated to begin construction in Spring 2023.

•

James Sheldon, supervisor of Reliability and Performance Engineering,
gave an update on Horizons Team activities, which include evaluating
opportunities for support of technology development at Basin Electric.
Significant support items are focused on carbon capture and storage:
the Wyoming Integrated Test Center and Membrane Technology and
Research (MTR) Front End Engineering and Design study, the MTR
pilot project, and the Wyoming CarbonSAFE research.

•

ACTION: Basin Electric directors authorized the Stegall 345-kilovolt
substation upgrade.

•

ACTION: Basin Electric directors authorized the Neset 230-kilovolt
terminal addition.

•

ACTION: Basin Electric directors authorized the Rhame 230-kilovolt
terminal addition.

•

ACTION: Basin Electric directors authorized the Pioneer Generation
Station IV generator step-up transformer contract.
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•

•

•

•

•

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

A member manager tour with L&O Power will occur Oct. 18-19.

•

For the 2022 annual meeting, 464 people are currently registered.
Speakers will include Willis Sparks, director of Global Macro for the
Eurasia Group, and Rusty Braziel, CEO and principal energy markets
consultant for RBN Energy. North Dakota Lt. Gov. Brent Sanford, U.S.
Sen. Kevin Cramer (R-ND), and Wyoming Gov. Mark Gordon will
speak as well.

•

For the Members-only Meeting, 222 people are currently registered.

•

ACTION: Basin Electric directors reaffirmed Board Policy 03.

Tyler Hamman, vice president of Government Relations
•

Wyoming: There is potential legislation to change the management
structure of the Wyoming Integrated Test Center, which would make it
better positioned to take advantage of U.S. Dept. of Energy funds.

•

North Dakota: There is proposed legislation to prohibit eminent domain
for carbon dioxide pipeline siting.

•

Montana: Co-ops and investor owned utilizes are discussing planning
reserve margin requirements for load-serving entities that purchase
generation solely from the market.

Miles McGrew, senior vice president and chief Human Relations officer
•

Staffing counts from January 2017 to October 2022 show a 23%
decrease at Basin Electric and a 34% decrease at Dakota Gas. Nine
employees have been added at Basin Electric in the last month.

•

In 2022, 58 employees have retired or given intent to retire.

Todd Brickhouse, senior vice president and chief financial officer
•

Recommendation to the board to include $85 million that was allocated
in March 2009 to be included in future patronage retirement rotations.

•

ACTION: Basin Electric directors retained Deloitte & Touche to conduct
the audits of the 2022 Basin Electric consolidated financial statements,
as well as the Basin Electric regulatory (FERC) financial statements.

Becky Kern, vice president of Resource Planning and Rates
•

ACTION: Basin Electric directors authorized the CEO and general
manager to execute the necessary agreements for the purchase of
Southwest Power Pool accredited capacity from the Siouxland Energy
Cooperative generator for a term through 2033 and an energy payment
pass through of the market price.
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Generation
Total energy available for sale in September was estimated to be 2.9 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 2.3 million
megawatt-hours, compared to the forecast of 2.2 million. Surplus sales were estimated at
612,000 megawatt-hours, compared to the forecast of 445,000.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 43.3 million
standard cubic feet per day of natural gas. The plant operated at 70.4% of capacity
during the month.
Total tons of saleable fertilizer produced was 48,846 tons. That includes anhydrous
ammonia, granular urea, urea content in diesel exhaust fluid, and ammonium sulfate.

Synfuels Plant production
Production data for September 2022 for selected products at the Great Plains Synfuels
Plant were as follows:
Anhydrous ammonia – 29,311 tons produced
Urea – 29,661 tons produced
Dak Sul 45 (ammonium sulfate) – 6,820 tons produced
Carbon dioxide – About 2,383 million standard cubic feet were delivered during the
month.

Financial data

(in millions)

Actuals

Basin Electric*
Dakota Gasification Company
Dakota Coal Company
Nemadji River Generation
Interco. Eliminations & Other
Consolidated Net Income/(Loss)
After Tax

$

58.4
19.5
(3.5)
0.1

$ 74.5

Basin Electric Consolidated
NET INCOME AFTER TAX
UNAUDITED
September 2022
Monthly
YTD
Budget
+/(-)
Actuals Budget
+/(-)
Budget
Budget
$ 22.4 $ 36.0 $ 223.3 $ 157.5 $ 65.8
(8.3)
27.8
152.4
30.1
122.3
(2.1)
(1.4)
4.9
2.1
2.8
0.1
0.3
0.2
0.1
$ 12.0

$ 62.5

$ 380.9

$ 189.9

$ 191.0

*Includes elimination of income/loss on investment in DGC

Basin Electric
For the month of September, Basin Electric reported an after-tax margin** of $58.4 million
compared to a budgeted after-tax margin** of $22.4 million.
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•
•
•

Member sales were above budget; a favorable variance of $12.4 due to higher volumes
Surplus sales were above budget; a favorable variance of $45.2 million due to higher
volumes and prices.
Operating expenses were higher than budget; an unfavorable variance of $23.1 million
related to higher purchased power and fuel.

Dakota Gas
For the month of September, Dakota Gasification reported an after-tax net income of $19.5 million
compared to a budgeted net loss of ($8.3 million).
• Synthetic natural gas revenue was higher than budget mainly due to higher pricing
+$3.65/dt; a favorable variance of $13.1 million.
• By-product, co-product, and other revenue was higher than budget; a favorable variance
of $18.1 million primarily related to higher pricing and additional fertilizer volumes sold.
o Urea revenue was $8.2 million higher, DEF revenue was $4.5 million higher,
ammonia revenue was $4.0 million higher, sulfate revenue was $2.8 million higher,
and phenol revenue was $1.4 million higher, as a result of higher prices and higher
volumes sold.
o CO2 revenue was (-$2.5 million) under budget related to the 45Q project.
• Operating expenses were over budget; an unfavorable variance of (-$15.3 million).
o Higher natural gas purchases (-$8.3 million), contracted services (-$5.4 million),
electricity expense (-$3.5 million); offset by coal +$1.5 million.
• Income tax expense was $11.9 million lower, related to the quarterly valuation allowance
adjustments.
Dakota Coal
For the month of September, Dakota Coal Company reported after-tax net loss of ($3.5 million)
compared to a budgeted net loss of ($2.1 million).
• An unrealized loss of $6.1 million was recorded on mine closing fund investments.
• Lignite coal revenue was $4.4 million higher than budget.
** Includes the elimination of income/loss on investment in DGC.
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Slides of interest:
Dakota Gas Production
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Actual Generation

Large Capital Projects
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