Basin Electric Power Cooperative

Expanded Summary of Board of Directors Meeting
Nov. 7, 2022
At Basin Electric Headquarters in Bismarck, North Dakota

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

ACTION: Dakota Gas directors authorized the cooperative to open and maintain
one or more accounts with Mizuho Securities USA, LLC, for the purposes of
trading in commodities and swap agreements.

•

Dale Johnson, vice president and Synfuels Plant manager

•

•

•

There was lost-time accident on Oct. 12 when a coupling failed in an
ash handling sump and an employee was exposed to ash water.

•

A leak in the amine system resulted in a production rate impact to
ammonia. A portion of the piping has been replaced.

•

ACTION: Dakota Gas directors authorized the replacement of the liquid
oxygen vaporizer in 2022 rather than 2023 as was budgeted, to reduce
operational risks.

Kimberly Miller, senior business analyst
•

The 2023 Draft Operating and Capital Budgets were presented with the
following assumptions: 45Q project start date post 2023; market pricing
as of Sept. 30 forward curves, fertilizer pricing from DGC Sales and
Marketing, N-7, and external outlook providers; and the plant outage
schedule.

•

Major risks to budget results include commodity price volatility, market
depth, production/outage schedule, economic impacts, weather, and
railroad/transportation.

Daniel Schaaf Gallagher, director of commodity sales and trading
•

Several factors continue to impact commodity prices, including
Russia’s invasion of Ukraine and the energy price impact from Russian
export restraints, China’s strict COVID-19 enforcement, and supply
chain issues.

•

Ammonia pricing is strong in North Dakota, and demand is expected to
continue strong through the fall season. Urea pricing is volatile; truck
demand is starting to pick up. Ammonium sulfate demand is out there,
but lower than previous years due to high supply overall.

•

Diesel exhaust fluid demand is expected to increase 15-25% before the
holidays. Dakota Gas completed a rail spur extension in October,
which allows for more cars to be loaded more quickly.

1

3. Dakota Coal Company
•

•

•

Colleen Peterson, superintendent of fuel and transportation
•

The coal pile at Laramie River Station is at 40.1 days of full-load burn
(target is 34.6 days).

•

The coal pile at Leland Olds Station is at 33.8 days of burn (target is
39.9 days of burn). Trucking coal to the plant was completed in
October.

Randy Banning, manager of Dakota Coal and Montana Limestone
•

A bucket struck the boom on Dragline 903 about 170 feet up. After
investigation, it was repaired.

•

Wyoming Lime had an above budget month in both production and
lime tons shipped.

ACTION: Dakota Coal directors are designated to participate in the 2022 annual
shareholder meeting of Montana Limestone Company and to execute on behalf
of the company its vote at said annual meeting.

4. Basin Electric
•

•

Mark Foss, senior vice president and general counsel
•

Regarding the Tri-State case, the court defers primary jurisdiction of
Basin Electric’s claim to FERC.

•

Regarding the Dakota Energy case, oral arguments are set for Nov. 11
in Omaha.

•

Regarding the McKenzie Electric case, the next available court date
would be in 2024. McKenzie Electric stated they would object to a
Motion to Extend the trial date.

•

Regarding the FERC Rate Schedule A case, there was a pretrial
hearing on Nov. 4. Rebuttal testimony is scheduled for Nov. 21, but
there are discussions about revising the schedule.

•

Regarding the Crow Creek easements, the Tribe wants to renegotiate
due to the election of a new tribal council. Basin Electric responded on
Oct. 20.

•

ACTION: Basin Electric directors authorized the cooperative to open
and maintain one or more accounts with Mizuho Securities USA, LLC,
for the purposes of trading in commodities and swap agreements.

•

ACTION: Basin Electric directors are designated to participate in the
2022 annual member meetings of Dakota Gasification Company,
Dakota Coal Company, and Basin Cooperative Services.

Troy Tweeten, senior vice president of Operations
•

Actual Generation (see slide below)
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•

•

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

Only 1,000 megawatts of new wind was added in Southwest Power
Pool (SPP) from October 2021 through October 2022.

•

Since joining SPP, Basin Electric’s day ahead congestion margin is
$103.1 million. Recommendations being considered at SPP regarding
congestion would negatively impact Basin Electric: long term
congestion rights would add uncertainty around securing congestion
hedges on baseload units; an annual auction revenue would likely
result in reduced share of excess auction revenues; and a nomination
cap would likely result in lower annual auction revenue allocation
volumes on Basin Electric’s generation-to-load path.

•

Staff continues to evaluate the pros and cons of joining an SPP west
regional transmission organization.

•

Regarding FERC’s Winter Energy Market and Reliability Assessment,
the notable concerns are: coal supply issues, natural gas dependence
and winter electric reliability in New England, natural gas pipeline
outages in Southern California, and of the 28 recommendations in the
Winter Preparedness Program following Winter Storm Uri, not all are
complete.

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

•

Gavin McCollam, vice president of Engineering and Construction
•

•

•

SPP suspended the Notice to Construct for the Kummer Ridge-toRoundup 345-kilovolt line. SPP will reissue the notice with the condition
that Basin Electric must transfer functional control of the existing Patent
Gate-to-Kummer Ridge line upon completion.
Large Capital Projects (see slide below)

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

For the 2022 annual meeting, 770 people were registered.

•

For the Members-only Meeting, 445 people were registered. (Meeting
was cancelled due to weather.)

•

ACTION: Basin Electric directors adopted Board Policy 04 - Member
Manager’s Advisory Policy.

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

Basin Electric is working with Gallup to conduct a survey regarding
employee satisfaction.

•

In 2022, 65 employees have retired or given intent to retire.
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•

•

Todd Brickhouse, senior vice president and chief financial officer
•

ACTION: Basin Electric directors retired patronage capital credits in the
amount of $37,133,056.56 in accordance with the provisions of Basin
Electric’s Bylaws.

•

ACTION: Basin Electric directors approved a $100 million bill credit to
be implemented on the November 2022 wholesale power bill.

Darla Jensen, manager of Financial Reporting and Planning
•

•

The 2023 Draft Operating and Capital Budgets were presented with the
following assumptions: reflecting the 1 mill rate reduction on Jan. 1,
load representing 11.5% energy growth as compared to 2022 end-ofyear; forward pricing curve for commodities as of Sept. 30, $580 million
capital expenditures and financial ratios that support ‘A’ credit ratings.

Becky Kern, vice president of Resource Planning and Rates
•

There will be a District Manager Meeting Dec. 8.

•

Staff will respond to a Request for Information from SaskPower
regarding options for supply of firm capacity and energy beginning Oct.
1, 2027, or later.

Generation
Total energy available for sale in October was estimated to be 3.0 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 October was estimated at 2.4 million megawatthours, compared to the forecast of 2.4 million. Surplus sales were estimated at 585,000
megawatt-hours, compared to the forecast of 463,000.
At the Great Plains Synfuels Plant, deliveries to the pipeline averaged 70.1 million
standard cubic feet per day of natural gas. The plant operated at 84.4% of capacity
during the month.
Total tons of saleable fertilizer produced was 49,983 tons. That includes anhydrous
ammonia, granular urea, urea content in diesel exhaust fluid, and ammonium sulfate.
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Synfuels Plant production
Production data for October 2022 for selected products at the Great Plains Synfuels
Plant were as follows:
Anhydrous ammonia – 27,542 tons produced
Urea – 33,003 tons produced
Dak Sul 45 (ammonium sulfate) – 8,521 tons produced
Carbon dioxide – About 2,775 million standard cubic feet were delivered during the
month.

Financial data

(in millions)

Actuals

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

$

28.7
20.0
3.5
0.1

$ 52.3

Basin Electric Consolidated
NET INCOME AFTER TAX
UNAUDITED
October 2022
YTD
Monthly
Actuals Budget
Budget
+/(-)
+/(-)
Budget
Budget
$ 16.5 $ 12.2 $ 252.0 $ 174.0 $ 78.0
(3.0)
23.0
172.4
27.1
145.3
3.5
8.5
2.1
6.4
0.1
0.2
0.2
0.0
$ 13.5

$ 38.8

$ 433.1

$ 203.4

$ 229.7

*Includes elimination of income/loss on investment in DGC

Basin Electric
For the month of October, Basin Electric reported an after-tax margin** of $28.7 million compared
to a budgeted after-tax margin** of $16.5 million.
• Member sales were below budget; an unfavorable variance of $3.6 due to lower demand
volumes.
• Surplus sales were above budget; a favorable variance of $13.4 million due to higher
volumes and prices.
• Operating expenses were higher than budget; an unfavorable variance of $7.2 million
related to higher purchased power, fuel and administration.
• Maintenance expenses were lower than budget; a favorable variance of $7.4 million due
to some maintenance projects being shifted to 2023.
Dakota Gas
For the month of October, Dakota Gasification reported an after-tax net income of $20.0 million
compared to a budgeted net loss of ($3.0 million).
• Synthetic natural gas revenue was higher than budget due to higher pricing +$2.61/dt; a
favorable variance of $10.2 million.
• By-product, co-product, and other revenue was higher than budget; a favorable variance
of $16.1 million primarily related to higher pricing and additional fertilizer volumes sold.
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Ammonia revenue was $9.9 million higher, urea revenue was $4.9 million higher,
and DEF revenue was $4.2 million higher as a result of higher prices and higher
volumes sold.
o CO2 revenue was (-$2.3 million) under budget related to the 45Q project.
Operating expenses were over budget; an unfavorable variance of (-$0.2 million).
o Higher natural gas purchases (-$3.3 million), utilities (-$1.6 million), offset by
inventory clearing +$2.6 million, labor +$1.2 million, and coal expense +$0.8
million.
Income tax expense was (-$3.3 million) higher.
o

•

•

Dakota Coal
For the month of October, Dakota Coal Company reported after-tax net income of $3.5 million
compared to a budgeted net income of $17,000.
• An unrealized gain of $3.0 million was recorded on mine closing fund investments.
• Lignite coal revenue was $2.5 million higher than budget.
• Lignite coal purchases were $1.3 million higher than budget.
** Includes the elimination of income/loss on investment in Dakota Gas.
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