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Basin Electric Power Cooperative
Bismarck, North Dakota
Minutes of the Regular Meeting of the Board of Directors
February 14-16, 2012
The Regular Meeting of the Board of Directors of Basin Electric Power Cooperative (the
Cooperative or Basin Electric) was held at the Headquarters Building, Bismarck, North
Dakota, (m February 14-16, 2012 starting at 1:00 p.m. CST.

1.

Call to Order
The meeting was called to order by President Roy Ireland, who presided, and Secretarytreasurer Kermit Pearson kept the minutes thereof.

2.

Roll Call
After calling the roll, the Secretary reported the following Directors present:
Donald E. Applegate
Gary Drost
Clifford Gjellstad
Dean McCabe
Wayne Peltier
Roberta Rohrer

Wayne L. Child
Charles Gilbert
Roy Ireland
Kermit Pearson
Reuben Ritthaler

said persons being all of the Directors of the Cooperative. Also present were CEO &
General Manager Andrew M. Serri and Assistant Secretary Claire M. Olson and Basin
Electric staff members Chris Baumgartner, Shawn Deisz, Tammy DeWitt, Mike Eggl, Mike
Fluharty, Daryl Hill, Jerry Horner, Curtis Jabs, Dana Jensen, Steve Johnson, Becky Kern,
Rod Kuhn, Brian Larson, Les Larson, Deborah Levchak, Sharon Lipetzky, Chris Miller,
Dale Niezwaag, Mark Nygard, Mike Paul, Dave Raatz, Mike Risan, Doug Rothe, Dave
Sauer, Myron Steckler, Matthew Stoltz, Paul Sukut, Steve Tomac, Kevin Tschosik,
Michelle Wiedrich, Bob Williams and Lyle Witham. Also present were KEM Electric
Cooperative (KEM) manager John Knox and Mor-Gran-Sou Electric Cooperative (MorGran-Sou) manager Donald Franklund.

3.

Approval of the Agenda
The Directors considered the agenda for the conduct of the business of the meeting. After
an opportunity for addition and deletion of items, it was moved by Director Gilbert,
seconded by Director Child and carried that the agenda be approved as presented.

4.

Approval of the Minutes
The minutes of the January 14-15, 2012 Board meeting were presented. After an
opportunity for corrections, it was moved by Director Rohrer, seconded by Director Peltier
and carried that the minutes be approved as presented.

5.

General Manager's Report
Mr. Serri reported that he and some of the Directors would be flying to Wyoming
Wednesday evening for dinner with Wyoming Governor Mead.
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Mr. Serri noted he met with Gary Loop and the senior management group at the Synfuels
Plant regarding low gas prices, the revenue stream from co-products and challenges
facing the plant.
He reported on the South Dakota Statewide meeting, the quarterly meeting of the Missouri
Basin Power Project (MBPP) Management Committee and on a meeting with North
Dakota Public Service Commissioner Tony Clark. Mr. Clark has been nominated by
President Obama for a position as a Commissioner on the Federal Energy Regulatory
Commission. He reported on several meetings with the Western Area Power
Administration (Western or WAPA) discussing reserve sharing, delivery issues, seams
issues and RTO participation. Basin Electric executed a reserve sharing agreement with
the Southwest Power Pool (SPP) during the month. Mr. Serri reported on his meeting with
Senator Conrad to discuss issues impacting Basin Electric, particularly regional haze.
He reported that the January 19 Manager's Advisory Committee (MAC) meeting had gone
very well. Topics discussed included load growth in northwestern North Dakota, stranded
investment with that growth, RTO discussions, and large commercial rates and how to
treat them going forward. The next MAC meeting is in April.
Mr. Serri reported on his meeting with the Bismarck/Mandan Chamber of Commerce. The
Chamber is encouraging Frontier Airlines to provide airline service between Bismarck and
Denver. The Bismarck City Commission will consider this issue at its meeting tonight. If
approved, service would begin on June 1. Basin Electric contributed $40,000 to a fund
established by the Commission to support Frontier in its operation if unprofitable during the
first year.
He reported on the NRECA CEO meeting, the East River Electric Power Cooperative
(East River) member meeting, a meeting with Governor Dalrymple and a tour of the oil
area in northwestern North Dakota.
He noted that Bridge Strategy has been retained as a consultant for the strategic planning
session in March.
Mr. Serri noted he will start sending weekly updates to the Board and requested the
Directors' feedback on whether it meets their needs or what else they'd like to see.
A.

6.

Western Fuels Update
Director Ritthaler reported that coal prices are decreasing slightly and the Laramie
River Station (LRS) coal stockpile continues to decrease.

Office of General Counsel Report
Mr. Olson reviewed the status of litigation affecting or of interest to the Cooperative.

7.

Marketing Report
A.

Rates 101 - Resource Adders
Sharon Lipetzky, Revenue Analyst, noted that the Board had previously asked that
staff give a detailed presentation on the rate-making process and the development of
Basin Electric's rates. This month the presentation was on resource adders. She
then presented the methodology for calculating resource adders, also known as
revenue and equity adders, and compared them to the marginal pricing concept.
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Adders are the difference between the average Class A rate and the cost of serving
the load with new resources.
Ms. Lipetzky then reviewed the historical rate adders and the reasons for the
increases and decreases in them. Most adders were for a period of 15 years
because analysis showed that after approximately 15 years, Class A member prices
will reflect the cost of those new facilities.
She concluded with a summary presentation on how the 2012 rates were developed.
B.

Rocky Mountain Generation Cooperative (RMGC)
Dave Raatz, Manager of Marketing and Power Supply Planning, reported that RMGC
was formed in 1985 by Western, Wyoming Municipal Power Agency (WMPA), TriState G&T Association (Tri-State), Municipal Energy Agency of Nebraska (MEAN)
and Basin Electric to be a marketing entity.
MEAN suspended membership about four or five years ago. Western and Tri-State
have made no sales through RMGC for some time. Each has its own marketing
effort and staff and has no interest in coming back into RMGC any time soon.
He reviewed total RMGC energy sales from 2007 through 2011, as well as WMPA
and Basin Electric energy sales through RMGC. Basin Electric provides support
services to RMGC and WAPA-Montrose (real-time trading activity).
The contract with RMGC expires at the end of 2015. Mr. Raatz recommended staff
inform RMGC that Basin Electric is contemplating no longer selling power through
RMGC with the start of the next RMGC fiscal year (October of 2012). In addition,
staff believes it would be inappropriate to provide support services to RMGC if Basin
Electric is not selling power through RMGC. The official notification of future selling
commitments will be made in July when all parties make such notification.
2012 Representation on RMGC Board of Directors. Mr. Raatz then
recommended that Daryl Delzer and he be nominated as Basin Electric's
representatives to the RMGC board of directors for 2012.
After discussion, it was moved by Director Gjellstad, seconded by Director Pearson
and carried that the following Resolution be adopted:
R01.02-14-12

C.

BE IT RESOLVED, that David Raatz and Daryl Delzer
are hereby named as Basin Electric's representatives to the
RMGC Board of Directors for 2012.

Bakken Video
Mike Eggl, Senior Vice President-Communications and Government Relations,
presented a video created by Basin Electric on Mr. Serri's tour of development in the
Bakken oil field.
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D.

Northwest North Dakota Load Growth
Mr. Raatz reviewed the updated load forecast for the Williston Basin. He noted that
the January 2012 forecast for Upper Missouri for the winter season of 2012-2013 has
increased 195 MW over the forecast prepared in the spring of 2011.
Dale Haugen, General Manager at Mountrail-Williams Electric, reported during the
recent visit with Basin Electric staff, that he would have approximately 300 linemen
building distribution facilities in his service territory this summer. This plan also
includes the construction of 18 new distribution SUbstations this summer. Mr.
Haugen also noted that Mountrail-Williams may have to use diesel generation at
some of these sites if the substations cannot be completed this summer to serve the
load as central station power cannot be delivered to the isolated distribution lines.
Mr. Raatz noted that Basin Electric offered to assist Mountrail-Williams in this effort if
needed.
Mr. Raatz went on to note that, for the winter season of 2012, there is concern with
maintaining proper voltage in the Watford City area. Because of the rapid load
growth, the new capacity in the Charlie Creek to Williston 230 kV line is likely to be
used up by that time.
Mr. Raatz noted that staff was investigating the possibility of putting 15-40 MW of
temporary generation at the Pioneer site that would operate prior to the commercial
operation date of the Pioneer Station in the spring of 2013.
Mr. Raatz noted that, based on this load growth, staff was recommending the
construction of an additional LM6000 peaking facility to be constructed at the
Lonesome Creek site near Watford City. He introduced Matt Stoltz, who reviewed
transmission additions and Lyle Witham, who reviewed the permitting requirements
for the various facilities. He noted that later in the meeting, Myron Steckler would
present a budget and seek approval for the construction of the Lonesome Creek
Generating Station.

8.

Environmental Report
Mr. Witham reviewed environmental issues affecting the Cooperative, as well as reported
on the status of the permits and environmental approvals for the Antelope Valley Station
(AVS) to Neset and Pioneer Station projects.

9.

Recess and Reconvention
At 5:20 p.m., the meeting recessed until 8:00 a.m., at which time the meeting reconvened,
President Ireland continuing to preside and Secretary Pearson continuing to keep the
minutes thereof.

10. Roll Call
After calling the roll, the Secretary reported the following Directors present:
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Wayne L. Child
Charles Gilbert
Roy Ireland
Kermit Pearson
Reuben Ritthaler

Donald E. Applegate
Gary Drost
Clifford Gjellstad
Dean McCabe
Wayne Peltier
Roberta Rohrer

said persons being all of the Directors of the Cooperative. Also present were CEO &
General Manager Andrew M. Serri and Assistant Secretary Claire M. Olson, Basin Electric
staff members Chris Baumgartner, Don Boehm, Kelly Cozby, Tammy DeWitt, Mike Eggl,
Shad Erdmann, Mike Fluharty, John Frank, Daryl Hill, Jerry Horner, Dana Jensen, Mary
Klecker-Green, Rod Kuhn, Brian Larson, Deborah Levchak, Duey Marthaller, Mike
Massey, Gavin McCollam, Chris Miller, Mike Murray, Mark Nygard, Mike Paul, Curt
Pearson, Dave Raatz, Mike Risan, Doug Rothe, Dave Sauer, Myron Steckler, Paul Sukut,
Steve Tomac, Kevin Tschosik, Michelle Wiedrich, Bob Williams and Lyle Witham. Also
present were KEM manager John Knox, East River director Bert Rogness, Mor-Gran-Sou
Director Casey Wells and SDREA director Ed Anderson.

11. Plant Operations Report
A.

Fossil Fuel Generation
Mike Fluharty, Vice President of Plant Operations, reported there was one Days
Away Restricted or Transferred (DART) case in January. Coal-based generation for
the month was 2.36 million MWh compared to the budget estimate of 2.37 million
MWh or 0.4% under budget. The LRS coal inventory is at 1.34 million tons (a 56-day
supply). He then reviewed year-to-date bus bar costs.
Individual availability and capacity factors for the generation stations were as follows:
Unit
LRS #1
LRS#2
LRS#3
LOS #1
LOS #2
AVS#1
AVS#2
DFS

Availability
100%
100%
100%
75.1%
100%
99.5%
100%
91.9%

Capacity Factor
88.3%
95.8%
94.1%
100%
77.3%
92%
89.9%
98.02%

Unit Rating
570MW
570MW
570MW
221 MW
448MW
450MW
450MW
386MW

With continued good performance, LRS #3 will reach its WEPCO limitations in May.
The unit will be backed-down nights and weekends starting now so the unit can be
run during the summer. Mr. Raatz noted the economic impact of these back-downs
will be minimal. The WEPCO rules will impact LRS #2 in 2013 and LRS #1 in 2014.
Dry Fork Station (DFS) took a 60-hour outage to clean the scrubber and repair some
economizer leaks. He then reviewed the 24-month moving average forced outage
rates.
B.

Distributed Generation Report
Kevin Tschosik, Distributed Generation Manager, reviewed natural gas prices and
reported that distributed generation in January was as follows:
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Unit

Monthly
Generation
1026 MWh
441 MWh
3466 MWh
Did not run
Did not run
Did not run
Did not run

Groton Unit No.1
Groton Unit No.2
Culbertson CT
Wyoming Distributed Generation
Spirit Mound Unit No. 1
Spirit Mound Unit No.2
Wisdom Unit No.2

The Spirit Mound current fuel inventory is 959,408 gallons. The one-year
maintenance at the Crow Lake project is nearly complete. Mid-year maintenance at
PrairieWinds ND1 (PWND) is ongoing. The WTG-67 gearbox was replaced. He
presented photographs showing the lowering and setting of the rotor, lifting the
gearbox and gearbox removal. All year-end warranty claims with GE have been
completed except blade repairs. Next step is blade repairs on warranty claims.
The east-side peak occurred on January 19, 2012 at hour ending at 9:00 a.m. At
that time, PWND was at 80 MW and had 59% capacity factor for the month.
Wind generation for the month was as follows:
Project
PrairieWinds ND1
PrairieWinds SD 1
Wilton Project
Baldwin Project
Edgeley Project
Highmore Project
Day County Project
Iowa Wind Projects
Iowa Lakes Project
Other Wind Projects:
Chamberlain
Rosebud
Pipestone
TOTAL JANUARY WIND
GENERATION
AVERAGE 2012
CAPACITY FACTOR

Ca~acit~ Factor

59%
54%
55%
53%
53%
53%
55%
53%
57%
28%

OMW

Project Total
123 MW
162MW
99MW
99MW
40MW
40MW
99MW
45.1 MW
21 MW
4.1 MW

143MW

712 MW

Load Factor
80MW
·OMW
19MW
22MW
13MW
OMW
OMW
10MW

55%
55%

Fifty-five percent is a record monthly capacity factor.
C.

LRS Plant Update
Brian Larson, LRS Plant Manager, reported that LRS has operated very well the past
few months and there were no injuries in January. LRS had seven DART cases in
2010 and only one in 2011. LRS staff is concentrating on OSHA requirements and
safety program training.
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Generation in 2011 was 4.8% under budget, of which 4.4% was for deratings and
outages and 1.4% was for lack of demand and transmission line problems, mainly on
the east side. Station availability was 85%.
January 2012 budgeted generation was 1,173,253 MWh with actual generation of
1,179,560 MWh. He reviewed unit outages during the third quarter of 2011. There
are 1,336,000 tons of coal in inventory or 56 days operation at full load. Two trains
are currently in service. As of January 31, 2012, Grayrocks was at 104,467 acrefeet.
The Unit #1 triennial outage is scheduled for March 24 through May 20, 2012, and
he reviewed projects scheduled for this maintenance outage.
The circulating water piping in all three units will be relined over the next two
outages. Originally, there was no chemistry control in the circulating water system
which resulted in excess corrosion. The replacement of the cooper/nickel
condensate sub-coolers with stainless steel will cost $645,000.

D.

LRS Unit #2 Distributed Control System (DCS) Project
Jerry Horner, Instrumentation & Control Engineering Supervisor, reviewed the history
of the LRS DCS project, noting that the LRS #1 DCS project was approved by the
Board in January of 2011 with a budget of $8,475,690. DCS factory acceptance
testing is complete. Pre-outage installation by ECA is underway. Installation,
commissioning and start-up are scheduled for March 24-May 20,2012. The project
is on schedule and on budget.
The LRS #2 DCS project was approved by the Board in November 2011 with a
budget of $9,519,047. The engineering services contract was awarded to Sega in
November 2011. The DCS contract award is being presented this month. The
installation services contract will be presented to the Board in the fall of 2012.
Installation, commissioning and start-up are scheduled for the spring 2013 outage.
This project is on schedule and on budget.
Board approval for the LRS #3 DCS project will be requested in December 2012 with
installation scheduled for the spring 2014 outage.
The LRS #2 DCS contract is similar to the LRS #1 contract in that it is a sole-sourced
contract with Emerson. Emerson provided pricing utilizing the same basis as Unit #1
and Emerson has performed well on Unit #1.
If Emerson DCS is used for LRS #2 and #3, all of Basin Electric's coal-fired
generation assets will have an Emerson DCS which provides advantages for the
inventory of spare parts and information and expertise sharing among the coal
plants. Mr. Horner recommended the LRS #2 DCS contract be awarded to Emerson
in the amount of $3,250,030. Basin Electric's share of this amount is $1,373,788.
After discussion, it was moved by Director Drost, seconded by Director Applegate
and carried that the following Resolution be adopted:
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R02.02-14-12

BE IT RESOLVED, that Emerson is approved as the
sole-source bidder for the LRS #2 Distributed Control System
in the amount of $3,250,030; and
BE IT FURTHER RESOLVED, that the CEO and
General Manager, or his designee, be authorized to execute
the required documents.

E.

LRS Unit #2 Low

NO~

Burner Replacement Project

Dana Jensen, Electrical Engineer, reported that this project is being done in preparation
for the new NO x permit limits which will be implemented in December of 2013. He
reviewed the history of the LRS burner project, noting that the LRS #1 project and
burner contract were approved by the Board in March of 2011. The burner control
factory acceptance test is complete and pre-outage installation work is underway.
The LRS #2 project and burner contract were approved by the Board in June of 2011.
The electrical installation contract will be presented to the Board in the fall of 2012.
Installation is scheduled for the spring 2013 outage.
The LRS #3 project and burner contract were approved by the Board in June of 2011.
Board approval of the burner controls contract will be requested in January of 2013 and
installation is scheduled for the spring 2014 outage.
The low NO x burners require control and monitoring to achieve lower NO x values. The
LRS #2 DCS project and contract does not include costs for burner controls, as the
burner project was approved prior to the DCS project.
Mr. Jensen recommended approval of the contract award to Emerson for supply of the
burner control system for LRS #2 with a contract price of $898,665. Basin Electric's
share of this cost of $379,866.
After discussion, it was moved by Director Pearson, seconded by Director Applegate
and carried that the following Resolution be adopted:

R03.02-14-12

BE IT RESOLVED, that Emerson is approved as the solesource bidder for supply of the LRS #2 burner control system in
the amount of $898,665; and
BE IT FURTHER RESOLVED, that the CEO and General
Manager, or his designee, be authorized to execute the required
documents.

12. Project Updates
A.

Project Funding Chart
Mike Paul, Vice President of Engineering and Construction, reported there will be
funding requests of $438.2 million this month.
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B.

Deer Creek Station (DCS) Report
Gavin McCollam, Manager of Mechanical and Performance Engineering, reported
there were six first-aid incidents, two OSHA recordable incidents and zero lost-time
incidents at DCS in January. There are currently 392 (general work contractor and
subcontractors) personnel on-site.

Construction Report. Mark Nygard, Construction Manager, presented photographs
and reviewed the status of site construction, as well as commissioning and upcoming
activities. Approximately 50% of the commissioning systems have been turned over
by construction for start-up activity. Systems in service include auxiliary power,
potable water, well water, sanitary drains, distributed control system and the
administration building HVAC. The administration building was occupied on
February 6.
Doug Rothe is the DCS commissioning coordinator and will give the commissioning
report starting next month. Upcoming commisSioning milestones include CT first fire
and first sync of the combustion turbine generator on April 2; first steam to the steam
turbine on May 3; first sync of the steam turbine generator on May 4; and commercial
operation on June 1.
Through January 31, 2012, approximately $325.4 million of the $405 million project
budget has been expended.

C.

DCS Change Order #3 to Contract #583649
Mr. McCollam reported that the DCS project team has received and reviewed a
request for a change order quotation to the Commissioning and Start-up Contract for
additional man-hours of labor plus per diem due to increased scope, including
compressed schedule. This contractor was hired in June 2010 and we didn't get
permits until the end of July. At that time, a decision was made to maintain the
commercial operation date, so from the start, a month of the commissioning
schedule was lost. Mr. McCollam expressed his gratitude to the Distributed
Generation division for its assistance with the commissioning process and
recommended approval of this change order for $1,182,532.
After discussion, it was moved by Director Drost, seconded by Director Gilbert and
carried that the following Resolution be adopted:

R04.02-14-12

RESOLVED, that Change Order #3 to Contract
#583649, Commissioning and Start-up Services, with Bluewater
Energy Services for increased scope and compressed
schedule, a net addition of $1,182,532 to a new contract total of
$2,811,362.00 be approved; and
BE IT FURTHER RESOLVED, that the CEO and
General Manager, or his designee, be authorized to execute the
necessary contract documents accordingly.
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D.

Pioneer Generation Station
Myron Steckler, Generation Resource Project Manager, reported that the purchase
of the 120 acres for the Pioneer Generation plant site was complete. The draft air
permit is out for public review and no issues are expected. There are no issues with
the General Electric (GE) contract. The Williston Basin natural gas transportation
agreements have been signed. Staff continues to negotiate the water supply
contract.
Team engineering and construction bids were solicited from KiewiUTIC, Harris
GrouplWanzek and Sega/AZCO on January 6. Wanzek Construction (Wanzek) was
the low bidder. The bidders were then provided with more information and asked to
include a bid for the Lonesome Creek project.

E.

Lonesome Creek Site Selection
Myron Steckler, Generation Resource Project Manager, presented a map showing
the location of the proposed Lonesome Creek Generation Station, and its proximity
to transmission, a natural gas pipeline and highway access.
Mike Murray, Property and Right-of-Way Supervisor, noted that eight sites were
evaluated and this 160-acre site was selected. The purchase price was $7,500 per
acre.
Mr. Steckler noted that an LM6000-PF machine with a clutch would be constructed at
the Lonesome Creek site. This is similar to the Pioneer Station. He noted that GE
has agreed to provide this turbine, generator and clutch for $22,326,100.
Mr. Steckler noted that Waukesha was the low bidder for the 13.8-115 kV generator
step-up transformer for the Pioneer Station. Waukesha has agreed to provide the
step-up transformer for Lonesome Creek for $1,002,055.

F.

Engineering and Construction
Mr. Steckler noted that the schedule calls for the Lonesome Creek Station in April of
2013 and the Pioneer Station in March of 2013. Since Lonesome Creek Station and
Pioneer Station were close geographically and by completion date, both projects
were tied together. Wanzek was the low bidder with a $21,324,093 bid for the
Pioneer Station and $20,314,873 for the Lonesome Creek Station.
Mr. Steckler then reviewed the overall budget for the Project and recommended it be
approved.
After discussion, it was moved by Director McCabe, seconded by Director Gilbert
and carried that the following Resolution be adopted:

ROS.02-14-12

RESOLVED, that the Lonesome Creek Station project
presented to this meeting of the Board of Directors at a
budgeted cost of $64,500,000 is hereby approved; and
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BE IT FURTHER RESOLVED, that the CEO and
General Manager, or his designee, be authorized to execute the
required documents.
Mr. Steckler then reviewed the terms and conditions for the purchase of the plant site
for the Lonesome Creek Station and recommended it be approved. After discussion,
it was moved by Director Ritthaler, seconded by Director McCabe and carried that
the following Resolution be adopted:

ROS.02-14-12

WHEREAS, Basin Electric Power Cooperative needs to
purchase property for the location of the Lonesome Creek
Peaking Station. The property chosen is approximately 160
acres located in the SW/4 of Section 23, T150N, R101W in
McKenzie County, North Dakota. The negotiated purchase
price is $7,500 per acre for a total of $1 ,200,000 less the
$30,000 option payment for a grand total of $1,170,000; and
BE IT RESOLVED, that the CEO and General Manager,
or his designee, be authorized to execute the necessary
documents to complete this property transaction contingent
upon approval of a clear title by the Office of General Counsel.

Mr. Steckler recommended the award of the contract for the LM6000 turbine
generator to GE. After discussion, it was moved by Director Gilbert, seconded by
Director Applegate and carried that the following Resolution be adopted:

R07.02-14-12

RESOLVED, that the purchase of the LM6000 Gas
Turbine Generator package for the Lonesome Creek Station be
awarded to General Electric in the amount of $22,326,100; and
BE IT FURTHER RESOLVED, that the CEO and
General Manager, or his designee, be authorized to execute the
contract.

He then recommended the award of the contract for the Generator Step-Up
Transformer to Waukesha. After discussion, it was moved by Director Gilbert,
seconded by Director Pearson and carried that the following Resolution be adopted:

ROB.02-14-12

RESOLVED, that the purchase of the Generator Step-up
Transformer for the Lonesome Creek Station be awarded to
Waukesha in the amount of $1,002,055; and
BE IT FURTHER RESOLVED, that the CEO and
General Manager, or his designee, be authorized to execute the
contract.

Mr. Steckler recommended the award of the engineering and construction contract
for the Lonesome Creek Station to Wanzek. After discussion, it was moved by
Director Applegate, seconded by Director McCabe and carried that the following
Resolution be adopted:
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ROS.02-14-12

RESOLVED, that the Engineering and Construction
contract for the Lonesome Creek Station Project be awarded to
Wanzek Construction, Inc. in the amount of $20,314,873; and
BE IT FURTHER RESOLVED, that the CEO and
General Manager, or his designee, be authorized to execute the
contract.

He also recommended the award of the engineering and construction contract for the
Pioneer Station to Wanzek. After discussion, it was moved by Director Applegate,
seconded by Director Pearson and carried that the following Resolution be adopted:
R10.02-14-12

RESOLVED, that the Engineering and Construction for
the Pioneer Generation Station Project be awarded to Wanzek
Construction, Inc. in the amount of $21,324,093; and
BE IT FURTHER RESOLVED, that the CEO and
General Manager, or his designee, be authorized to execute the
contract.

G. Leland aids Station (LOS) Emissions Control Project-Corrosion Protection
System
Les Larson, Senior Mechanical Engineer, reported that the electrical utility industry is
struggling to find an explanation for the corrosion showing up in scrubber systems
similar to the one installed at LOS. Initially, it was thought that the problem was
limited to 2205 alloy, but this wasn't the case. Other types of stainless steel are also
experiencing corrosion.
After investigating possible solutions to preventing damage to the vessels by this
corrosion, staff is recommending the installation of a PAP System (cathodic
protection). This system applies an electrical current which creates a film on the
surface of the stainless steel, which provides the corrosion protection.
Mr. Larson recommended awarding the contract for the engineering and equipment
only to Corrosion Services Company.
After discussion, it was moved by Director Drost, seconded by Director Ritthaler and
carried that the following Resolution be adopted:
R11.02-14-12

BE IT RESOLVED, that Contract No. 517490 for the
engineering and equipment supply for the corrosion protection
of the LOS absorbers in the amount of $1,428,840 be awarded
to the Corrosion Services Company; and
BE IT FURTHER RESOLVED, that the CEO and
General Manager, or his designee, be authorized to execute the
contract documents accordingly.

- 12 -

H. AVS/Neset 345 kV Transmission Line Project and Budget Approval
Mr. Marthaller reported that the AVS to Neset Transmission Project is comprised of
six substations (additions or new), 200 miles of 345 kV transmission line and
communications facilities. He presented a project map showing the location of these
facilities.
The Board approved $1.5 million for preliminary environmental work in February of
2011 and $1.09 million for the Judson Substation site and tie line right-of-way in
December of 2011. He reviewed the project schedule, structure types and line
attributes. The estimated project cost is $287,900,000 for the transmission lines,
$56,500,000 for substations and $2,800,000 for communications, for a project total of
$347,200,000.
Completion of these projects will take two construction seasons (2014 and 2015).
The key is to get out ahead with concrete foundation construction and the special
construction of a couple towers.
Mr. Marthaller reviewed the status of the permitting and environmental approval and
then recommended approval of the project and budget, as presented.
After discussion, it was moved by Director McCabe, seconded by Director Rohrer
and carried that the following Resolution be adopted:

R12.02-14-12

RESOLVED, that the AVS to Neset 345 kV
Transmission Project, as presented, with an estimated budget of
$347,200,000 is hereby approved; and
BE IT FURTHER RESOLVED, that the CEO and
General Manager, or his designee, be authorized to execute the
required documents.

I.

Williston Tie Line-Award of Contract #619437, Steel Structures
Mr. Marthaller presented a map showing the location of the 345 kV tie line going from
the Williston Substation to the Judson Substation, which is approximately two miles.
The cost of this line is being shared by Basin Electric and Mountrail-Williams Electric.
Mountrail-Williams needs this line in service by October 2012. Delivery is a critical
item and delivery schedules are an issue.
He reviewed the prices of steel and recommended that the contract for the purchase
of the steel structures be awarded to Thomas & Betts. After discussion, it was
moved by Director Gjellstad, seconded by Director Pearson and carried that the
following Resolution be adopted:

R13.02-14-12

BE IT RESOLVED, that Contract No. 619437 for the
purchase of steel structures for the Williston Tie Project be
awarded to Thomas & Betts for a total cost of $1,678,300; and
BE IT FURTHER RESOLVED, that the CEO and
General Manager, or his designee, be authorized to execute the
contract documents accordingly.
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13. External Relations and Communications Report
Mike Eggl, Senior Vice President-External Relations and Communications, noted that 44
senators, including Senator Hoeven, introduced legislation to revive the Keystone XL
Pipeline.
He noted that EPA is expected to give its final ruling on the North Dakota Regional Haze
Federal Implementation Plan (FIP) on March 2, 2012.
The South Dakota cooperative tax bill passed the senate 25-9.
He presented a video report on the January 26 dedication of the Care Mobile, a mobile
dental practice for needy children. KEM, Roughrider, Slope and Basin Electric were
sponsors for this project.
He noted that Basin Electric is preparing for this year's St. Baldrick's fundraiser. MDU,
NISC, Kadrmas Lee & Jackson, Starion, the Dakota Wizards (basketball team) and
Bismarck Bobcats (hockey team) are participating this year. The event will be held at the
YMCA this year and a Zumbathon fundraiser will be held on March 11.

14. Recess and Reconvention
At 12:05 p.m., the meeting recessed until 1:00 p.m., at which time the meeting
reconvened, President Ireland continuing to preside and Secretary Pearson continuing to
keep the minutes thereof.

15. Roll Call
After calling the roll, the Secretary reported the following Directors present:
Donald E. Applegate
Gary Drost
Clifford Gjellstad
Dean McCabe
Wayne Peltier
Roberta Rohrer

Wayne L. Child
Charles Gilbert
Roy Ireland
Kermit Pearson
Reuben Ritthaler

said persons being all of the Directors of the Cooperative. Also present were CEO &
General Manager Andrew M. Serri and Assistant Secretary Claire M. Olson and Basin
Electric staff members David Bangen, Chris Baumgartner, Shawn Deisz, Tammy DeWitt,
Daryl Hill, Steve Johnson, Rod Kuhn, Diane Paul, Mike Paul, Dave Raatz, Mike Risan,
Kathi Risch, Dave Sauer, Paul Sukut, Shelly Wanek, Michelle Wiedrich and Lyle Witham.
Also present were Dakota Gasification Company (DGC) directors Heidi Heitkamp and
Tom Owens, KEM manager John Knox, Mor-Gran-Sou director Casey Wells and East
River director Bert Rogness.

16. Balanced Performance Scorecard
Chris Baumgartner, Manager of Member Relations, reported that Balanced Performance
Scorecard is a tool to help manage strategy and results and improve performance by
measuring what matters. It aligns an organization'S goals with the work people perform on
a daily basis. He reviewed the genesis of the balanced scorecard, which is widely used in
Fortune 1000 businesses and top government agencies. It results in improved
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communication and understanding so that management is able to focus on critical
performing areas. It also improves performance because it's measurable.

17. Transmission Report
Mike Risan, Senior Vice President-Transmission, reported on the status of the proposed
transmission build-out for the Williston Basin.
He reported that WAPA had recently executed a five-year operating reserve agreement
with the Southwest Power Pool (SPP). That was one of the major risk factors identified in
the Charles River report. This agreement buys Basin Electric and WAPA some time as
they continue their evaluation of market participation. Other topics of discussion with SPP
included a seams agreement, carve-outs for WAPA and preference power, cost allocation
and sharing transmission build-outs.
Staff also met with the IS members and WAPA to strategize for an upcoming meeting with
MISO and SPP to discuss issues, specifically congestion management and how that
works in light of having Signed a seams agreement with SPP.
WAPA has given MISO notice that we intend to terminate the seams agreement. Staff is
contemplating not extending its seams agreement with MISO because of a change in its
seams language that allows MISO to use Basin Electric's transmission system as if it was
their own.
FERC recently assessed a $1 million penalty against Excel for transacting across DC ties
among its operating groups. Since Basin Electric has similar usage of DC ties between
operating groups, FERC counsel was consulted. The FERC counsel believes Basin
Electric is in compliance with all FERC standards.
He then referred the directors to the written Transmission System Maintenance report.

18. Financial Report
Paul M. Sukut, Senior Vice President and Chief Financial Officer reviewed current
economic statistics and meetings scheduled with the Rural Utilities Service (RUS),
Goldman Sachs and CoBank while in San Diego for the NRECA annual meeting next
month.
Liquidity. Steve Johnson, Treasury Services Manager, reported that as of January 31,
2012, there was $87.3 million in the Cooperative's Member Investment Program. He then
reviewed capital expenditures for the past two years and estimated capital expenditures
through 2012. Total liquidity at the end of January, excluding the RUS Cushion of Credit
account, was $641 million and is projected to be $934 million at the end of 2012.
Mr. Johnson reported that a number of staff recently met with bond counsel to discuss
Basin Electric's indenture and loan contract. There have been amendments contained in
recent indentures of RUS borrowers. One of these amendments relates to the merger of
qualifying subsidiaries into the parent company. More Significant changes expected to be
made are in the loan contract to address such items as RUS approval of Basin Electric's
rates, the limitation on additions to capacity and dispOSition of system assets and
limitations on certain types of contracts.
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A.

RUS Form 219 Approvals
Mr. Johnson recommended that staff be authorized to execute and submit Form
219, Inventory of Work Order No. 42, in the amount of $54.3 million to RUS for the
Deer Creek Station project. Form 219 certifies costs of construction and is required
by RUS prior to loan funds being advanced. .
After discussion, it was moved by Director Child, seconded by Director Pearson and
carried that the following Resolution be adopted:

R14.02-14-12

RESOLVED, that RUS Form 219 -Inventory of Work
Order No. 42 in the form presented to this meeting is hereby
approved and that the Chairman of the Board of Directors and
the CEO and General Manager are hereby authorized to
execute the same for and on behalf of the Cooperative;
BE IT FURTHER RESOLVED, that the Board of
Directors certifies to the Rural Utilities Service that the cost of
construction shown in said Form 219 is the actual cost reflected
in the general accounting records of the Cooperative and that
the funds represented by the advances requested by said Form
219 have been expended in accordance with the (a) purposes
of the loan; and (b) provisions of the: (i) loan contract; (ii)
Indenture dated as of January 1, 1998; (iii) RUS Bulletins; and
(iv) Code of Federal Regulations relating to the advance of
funds for work order purposes.

He recommended Board authorize staff to execute and submit Form 219 in the
amount of $22.9 million to RUS for the LOS scrubber project. After discussion, it
was moved by Director Applegate, seconded by Director Gilbert and carried that the
following Resolution be adopted:

R1S.02-14-12

RESOLVED, that RUS Form 219 -Inventory of Work
Order No. 43 in the form presented to this meeting is hereby
approved and that the Chairman of the Board of Directors and
the CEO and General Manager are hereby authorized to
execute the same for and on behalf of the Cooperative;
BE IT FURTHER RESOLVED, that the Board of
Directors certifies to the Rural Utilities Service that the cost of
construction shown in said Form 219 is the actual cost reflected
in the general accounting records of the Cooperative and that
the funds represented by the advances requested by said Form
219 have been expended in accordance with the (a) purposes
of the loan; and (b) provisions of the: (i) loan contract; (ii)
Indenture dated as of January 1, 1998; (iii) RUS Bulletins; and
(iv) Code of Federal Regulations relating to the advance of
funds for work order purposes.

He then recommended Board authorize staff to execute and submit Form 219 in the
amount of $837,000 to RUS for the Culbertson project. After discussion, it was
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moved by Director McCabe, seconded by Director Peltier and carried that the
following Resolution be adopted:

R16.02-14-12

RESOLVED, that RUS Form 219 -Inventory of Work
Order No. 44 in the form presented to this meeting is hereby
approved and that the Chairman of the Board of Directors and
the CEO and General Manager are hereby authorized to
execute the same for and on behalf of the Cooperative;
BE IT FURTHER RESOLVED, that the Board of
Directors certifies to the Rural Utilities Service that the cost of
construction shown in said Form 219 is the actual cost reflected
in the general accounting records of the Cooperative and that
the funds represented by the advances requested by said Form
219 have been expended in accordance with the (a) purposes
of the loan; and (b) provisions of the: (i) loan contract; (ii)
Indenture dated as of January 1, 1998; (iii) RUS Bulletins; and
(iv) Code of Federal Regulations relating to the advance of
funds for work order purposes.

B.

Accounting Report
Shawn Deisz, Manager of Accounting, reported that the January 2012 Statement of
Operations reflected an estimated net margin of $10.8 million compared to the
budgeted net margin of $7.1 million for a favorable variance of $3.7 million. The net
margin for the same period last year was $6.3 million.
She also reviewed changes to the balance sheet and month-end cash. Basin
Electric's equity-to-asset ratio at the end of December was 17.90% and the end of
January was 18.7% and the equity-to-capitalization ratio, using Moody's Rating
Service's methodology, was 22.4% at the end of December and 21% at the end of
January, both without The Coteau Properties Company consolidation entry. The
equity-to-capitalization ratio based on indenture requirements for patronage
distribution was 17.60% at the end of December and was 17.70% at the end of
January.

C.

RUS Certificate of Authority
Ms. Deisz reported that all forms RUS borrowers file with RUS must be filed
electronically and with electronic signatures. The CEO and General Manager signs
Basin Electric's Form 12. As part of that process, all preparers, the certifier and
systems administrator must be authorized to participate in this program.
After discussion, it was moved by Director Peltier, seconded by Director Ritthaler and
carried that the following Resolution be adopted:

R17.02-14-12

RESOLVED that Andrew M. Serri, the CEO and General
Manager of the Cooperative, be the Certifier on behalf of the
Cooperative, who shall be responsible for submitting and
certifying to the Rural Utilities Service, an agency of the United
States Department of Agriculture delivering Rural Development
Utilities Programs, any and all data required by RDUP Form 674;
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RESOLVED that Leore L. Thomas, the Senior Business
System Analyst of the Cooperative, continues to serve as the
Security Administrator on behalf of the Cooperative, who shall
give access to the Cooperative's data, as appropriate, to other
employees, officers, or contractors of the Cooperative, for the
purpose of complying with ROUP Form 674; and
BE IT FURTHER RESOLVED that both shall comply with
the Instructions for ROUP Form 674 in regard to use of the
government's data collection system.

19. Administration - Affirmative Action Plan
Shelly Wanek, Human Resources Assistant, reported that Basin Electric's Affirmative
Action Plan is revised each year according to federal and state law changes and to update
statistics. Basin Electric has a plan for females and minorities and another for veterans
and individuals with disabilities. She then reviewed the changes and goals of the Plan and
recommended that the 2012 Plan be approved.
After discussion, it was moved by Director Drost, seconded by Director Gilbert and carried
that the following Resolution be adopted:

R18.02-14-12

RESOLVED, that the 2012 Basin Electric Power
Cooperative Affirmative Action Plan be approved.

20. Executive Session
At 2:40 p. m., it was moved by Director Pearson, seconded by Director Applegate and
carried, that the Board retire into executive session to discuss workforce planning.
At 3:40 p.m., it was moved by Director Child, seconded by Director Gilbert and carried to
arise from executive session.

21. Recess and Reconvention
At 3:40 p.m., the meeting recessed until 7:50 a.m., at which time the meeting reconvened,
President Ireland continuing to preside and Secretary Pearson continuing to keep the
minutes thereof.

22. Roll Call
After calling the roll, the Secretary reported the following Directors present:
Donald E. Applegate
Gary Drost
Clifford Gjellstad
Dean McCabe
Wayne Peltier
Roberta Rohrer

Wayne L. Child
Charles Gilbert
Roy Ireland
Kermit Pearson
Reuben Ritthaler

said persons being all of the Directors of the Cooperative. Also present were CEO &
General Manager Andrew M. Serri and Assistant Secretary Claire M. Olson and Basin
Electric staff members Tammy DeWitt, Daryl Hill and Michelle Wiedrich. Also present
were DGC staff members Mark D. Foss and Gary Loop.
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23. Directors' Reports
Director McCabe reported that Upper Missouri and its members were busy responding to
the load growth related to oil development.
Director Gilbert reported that Corn Belt held a strategic planning session.
Director Gjellstad reported that Minot's population is expected to increase to 150,000
within ten years. He noted that Central Power's annual meeting and the North Dakota
Statewide meeting are next month.
Director Rohrer reported that Central Montana was busy with Yellowstone Valley and
Southern Montana.
Director Ritthaler thanked those who went to Cheyenne last night. He noted that Basin
Electric has a seat on the Wyoming Statewide board, so it's nice when other Board
members can attend Wyoming Statewide activities.
Director Pearson thanked Mr. Serri, Dave Raatz and Mike Risan for making presentations
at the East River spring meeting .

24. Date and Place of Next Board Meeting
The next meeting of the Board of Directors will take place March 13-15, 2012, at Basin
Electric's headquarters building in Bismarck, North Dakota.

25. Adjournment
At 8:10 a.m., it was moved by Director Child, seconded by Director Drost and carried that
the meeting be adjourned.

~~~
mit Pearson
Secretary-Treasurer
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