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Basin Electric Power Cooperative
Bismarck, North Dakota
Minutes of the Regular Meeting of the Board of Directors
October 10-12, 2017
The regular meeting of the Board of Directors of Basin Electric Power Cooperative (the
Cooperative or Basin Electric) was held at the headquarters building, 1717 East Interstate
Avenue, Bismarck, North Dakota, on October 10, 2017 starting at 11:47 a.m. CDT.

1.

Call to Order
The meeting was called to order by President Wayne Peltier, who presided, and
Secretary Treasury Gary C. Drost, who kept the minutes thereof.

2.

Roll Call
After calling the roll, the Secretary reported the following Directors present:
Donald E. Applegate
Leo Brekel
Charles Gilbert
Kermit Pearson
Troy Presser
Allen Thiessen

Paul Baker
Gary C. Drost
Mike McQuistion
Wayne Peltier
Roberta Rohrer

Said persons being all of the Directors of the Cooperative. Also present were CEO and
General Manager Paul M. Sukut, Assistant Secretary Mark D. Foss and staff members
Chris Baumgartner, Tracie Bettenhausen, Tammy DeWitt, Matt Greek, John Jacobs,
Kerry Kaseman, Jon Klein, Brenda Kraft, Shawnel Maxwell, Mike Paul, Dave Raatz, Mike
Risan, Ken Rutter, Myron Steckler, Lucas Teigen and Michelle Wiedrich.
Also present were Dakota Gasification Company (DGC) directors Jim Geringer and Alan
Klein, DGC Vice President David J. Sauer, DGC staff members Dale Johnson and Steven
Liebelt, Central Montana Power Cooperative (Central Montana) director Daniel Gliko, Jr.,
East River Electric Cooperative (East River) director Mark Regen, L&O Power
Cooperative (L&O) director David Meschke and Northwest Iowa Power Cooperative
(NIPCO) director Thomas Wagner.

3.

Approval of the Agenda
The Directors considered the agenda for the conduct of the business of the meeting. After
an opportunity for the addition and deletion of items, it was moved, seconded and carried
that the revised agenda be approved.
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4.

Approval of the Minutes
The minutes of the September 12-14, 2017 Regular Meeting of the Board of Directors
were presented. After an opportunity for corrections, it was moved, seconded and carried
that the minutes be approved as presented.

5.

Recess and Reconvention
President Peltier recessed the meeting at 11 :52 a.m. for the board committee meetings.
The meeting reconvened at 3: 15 p.m. with President Peltier continuing to preside and
Secretary Gary C. Drost continuing to keep the minutes.

6.

Roll Call
After calling the roll, the Secretary reported the following Directors present:
Donald E. Applegate
Leo Brekel
Charles Gilbert
Kermit Pearson
Troy Presser
Allen Thiessen

Paul Baker
Gary C. Drost
Mike McQuistion
Wayne Peltier
Roberta Rohrer

Said persons being all of the Directors of the Cooperative. Also present were Chief
Executive Officer and General Manager Paul M. Sukut, Assistant Secretary Mark D. Foss
and Basin Electric staff members Chris Baumgartner, Tracie Bettenhausen, Tammy
DeWitt, Matt Greek, John Jacobs, Kerry Kaseman, Jon Klein, Brenda Kraft, Shawnel
Maxwell, Diane Paul, Mike Paul, Dave Raatz, Mike Risan, Ken Rutter, Myron Steckler,
Lucas Teigen and Michelle Wiedrich.
Also present were DGC directors James Geringer and Alan Klein, DGC Vice President
David J. Sauer, DGC staff members Dale Johnson and Steven Liebelt, Central Montana
director Daniel Gliko, Jr., East River director Mark Regen, L&O director David Meschke,
Mor-Gran-Sou Electric Cooperative (Mor-Gran-Sou) director Lance Froelich and NIPCO
director Thomas Wagner.

7.

Board Committee Reports
Operations Committee. Operations Committee Chair Don Applegate reported that the
committee heard reports on DGC mercury emissions compliance efforts, the absorption
injection system, testing of various absorbent products, the turnaround, the Innovative
Test Center project at the Dry Fork Station, the rotary dumper replacement at the Laramie
River Station (LRS), the fix of the Deer Creek Station steam valve problems, Lonesome
Creek Station, Pioneer Generating Station #15 and the Antelope Valley Station (AVS)
unit performance and safety statistics. With respect to the three proposed amendments to
the urea project, the committee recommended that the DGC Board of Directors approve
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all three actions. The bottom ash general works contract was also reviewed and approval
was recommended to the Basin Electric Board of Directors.
Resource Planning & Marketing Committee. Planning, Resource & Marketing
Committee Chair Charlie Gilbert reported that the committee heard reports on fertilizer
marketing and the Rate Subcommittee's recommendations on rates. The study of
different rate components and whether Basin Electric's rate components should be
changed was tabled by the Rate Subcommittee a few months ago. This topic may need
to be readdressed at some future time.

The group discussed the Public Utility Regulatory Policy Act (PURPA) rate modification
and breaking large wind farms into smaller units in order to force utilities in regional
transmission organizations to purchase the power under PURPA. We are trying to
change our PURPA avoided cost rate to the hourly locational marginal price as
recommended by the committee. In November, all these rates will be put together and
board approval will be requested.
Finance Committee. Finance Committee Chair Leo Brekel reported that the committee
heard reports on the visits with New York banks and rating agencies, which went very
well. Topics of discussion there were the CoBank, ACB capital plan and patronage policy
which will take effect in 2018 for patronage distributed in 2019. RD. Reimers discussed
financial statement measurement of deferred tax assets. Shawn Deisz reviewed the
Cooperative's asset retirement obligations.

Mark Thompson reviewed Information Systems & Technology, telecommunications and
the map of lines that connect LRS, Leland Olds Station (LOS) and AVS to headquarters
and what is done to protect that system. Mr. Brekel noted that it was very interesting and
that while not impossible, he now feels better about the odds of Basin Electric's system
not being hacked due to the many safeguards in place.

8.

Recess and Reconvention
President Peltier recessed the meeting at 3:30 p.m. The meeting reconvened at 10:35
a.m. CDT on October 11, 2017 with Vice President Pearson presiding and Secretary
Gary C. Drost continuing to keep the minutes.

9.

Roll Call
After calling the roll, the Secretary reported the following Directors present:
Donald E. Applegate
Leo Brekel
Charles Gilbert
Kermit Pearson
Roberta Rohrer

Paul Baker
Gary C. Drost
Mike McQuistion
Troy Presser
Allen Thiessen

Said persons being all of the Directors of the Cooperative with the exception of Chairman
Peltier, who was temporarily absent. Also present were Chief Executive Officer and
General Manager Paul M. Sukut, Assistant Secretary Mark D. Foss and Basin Electric
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staff members Tracie Bettenhausen, Nichole Braunberger, Tammy DeWitt, Dana Friedt,
Matt Greek, Tyler Hamman, John Jacobs, Steve Johnson, Kerry Kaseman, Becky Kern,
Mike Kraft, Tammy Langerud, Dale Niezwaag, Dave Raatz, Mike Risan, Ken Rutter, Jean
Schafer, Susan Sorensen, Valerie Weigel and Michelle Wiedrich.
Also present were Central Montana director Daniel Gliko, Jr., East River director Mark
Rogen, L&O director David Meschke, Mor-Gran-Sou director Lance Froelich, NIPCO
director Thomas Wagner and DGC Vice President David J. Sauer.

10.

CEO & General Manager's Report
Mr. Sukut reported that he and senior staff would attend the Managers Advisory
Committee (MAC) meeting on October 19 and 20 in Sioux Falls, South Dakota to discuss
our strategic planning efforts.

11.

Recess for Board Audit Committee Meeting: Reconvention
Vice President Pearson recessed the meeting at 10:35 a.m. for the Board Audit
Committee meeting. The Board meeting reconvened at 10:45 a.m. with Vice President
Pearson continuing to preside and Secretary Gary C. Drost continuing to keep the
minutes.

12.

Roll Call
After calling the roll, the Secretary reported the following Directors present:
Donald E. Applegate
Leo Brekel
Charles Gilbert
Kermit Pearson
Roberta Rohrer

Paul Baker
Gary C. Drost
Mike McQuistion
Troy Presser
Allen Thiessen

Said persons being all of the Directors of the Cooperative except Wayne Peltier who was
briefly absent. Also present were Chief Executive Officer and General Manager Paul M.
Sukut, Assistant Secretary Mark D. Foss and Basin Electric staff members Tracie
Bettenhausen, Nichole Braunberger, Tammy DeWitt, Dana Friedt, Matt Greek, Tyler
Hamman, John Jacobs, Steve Johnson, Kerry Kaseman, Becky Kern, Mike Kraft, Tammy
Langerud, Dale Niezwaag, Dave Raatz, Mike Risan, Ken Rutter, Jean Schafer, Susan
Sorensen, Valerie Weigel and Michelle Wiedrich.
Also present were Central Montana director Daniel Gliko, Jr., East River director Mark
Rogen, L&O director David Meschke, Mor-Gran-Sou director Lance Froelich, NIPCO
director Thomas Wagner and DGC Vice President David J. Sauer.

13.

Office of General Counsel Report
Senior Vice President and General Counsel Mark D. Foss reported on litigation and other
legal matters of interest to the Cooperative.
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A.

Approval of Notice of 2017 Basin Electric Annual Shareholder Meetings
Mr. Foss presented and reviewed the Notice of the 2017 Basin Electric Annual
Meeting, which includes the proposed Bylaw amendments recommended by the
2017 Bylaw Review Committee, and recommended that it be approved. After
discussion, there was a motion that was seconded and carried to approve the
following resolution:
R01.10-10-16

B.

RESOLVED, that the Notice of the 2017 Basin Electric
Annual Meeting in the form presented to this meeting of the
Board of Directors is hereby approved.

Selection of Delegates to Subsidiary Annual Meetings
Mr. Foss reported that the annual shareholder meetings of DGC, Dakota Coal
Company, PrairieWinds ND1, Inc., PrairieWinds SD1, Inc. and Basin Cooperative
Services are scheduled to be held in December. He noted that historically, the Basin
Electric directors have represented the Cooperative at these various shareholder
meetings.
He recommended that the entire Board of Directors be authorized to act as the
authorized representatives of the Cooperative, in its capacity as sole member or
sole shareholder of each of these subsidiaries.
After discussion, it was moved, seconded and carried that the following Resolution
be adopted:
R02.10-10-16

RESOLVED, that the Board of Directors of Basin Electric
Power Cooperative (Basin Electric or Cooperative) is hereby
designated to participate in the 2017 annual shareholder meeting
of Dakota Gasification Company and to exercise, on behalf of the
Cooperative, its vote at said annual meeting, each such
designated person to vote 1/11th of the interest of the
Cooperative.
RESOLVED, that the Basin Electric Board of Directors is
hereby designated to participate in the 2017 annual shareholder
meeting of Dakota Coal Company and to exercise, on behalf of
the Cooperative, its vote at said annual meeting, each such
designated person to vote 1/11th of the interest of the
Cooperative.
RESOLVED, that the Basin Electric Board of Directors is
hereby designated to participate in the 2017 annual shareholder
meeting of PrairieWinds ND 1, Inc. and to exercise, on behalf of
the Cooperative, its vote at said annual meeting, each such
designated person to vote 1/11th of the interest of the
Cooperative.
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RESOLVED, that the Basin Electric Board of Directors is
hereby designated to participate in the 2017 annual shareholder
meeting of PrairieWinds SD 1, Inc. and to exercise, on behalf of
the Cooperative, its vote at said annual meeting, each such
designated person to vote 1/11th of the interest of the
Cooperative.
RESOLVED, that the Basin Electric Board of Directors is
hereby designated to participate in the 2017 annual shareholder
meeting of Basin Cooperative Services and to exercise, on behalf
of the Cooperative, its vote at said annual meeting, each such
designated person to vote 1/11th of the interest of the
Cooperative.

14.

Government Relations Report
Vice President of Government Relations Dale Niezwaag reported that issues discussed at
the September 26-27 D.C. Fall Fly-in included Section 45(c)(7) refined coal tax credit,
supporting the Section 450 bills introduced by Senators Heitkamp and Hoeven and
Representative Cramer, Rightsizing the Pension Premiums Act and an Iowa Statewide
Environmental Protection Agency (EPA) visit. States represented were North Dakota,
South Dakota, Minnesota, Montana, Iowa, Colorado, Wyoming and Wisconsin.
Approximately 150 people attended the evening receptions which was the highest to
date.
Regarding New Source Review (NSR), the EPA has established a task force to look at
the following options: (1) revisit the Bush Administration rules from 2002 and 2003 that
were rejected by the courts; (2) work within the existing framework to tweak NSR without
triggering a new rulemaking; or (3) completely rewrite the NSR regulations with a new
rule to address all aspects of the issue.
On September 29, Department of Energy (DOE) Secretary Rick Perry issued the
proposed "Grid Resiliency and Pricing" rule. The DOE Organization Act authorizes the
DOE Secretary to propose rules to the Federal Energy Regulatory Commission (FERC).
FERC, while part of DOE, is an independent body and has exclusive jurisdiction over
implementing the proposal. The proposed rule requires Independent System Operators
and Regional Transmission Organizations (RTO) under FERC jurisdiction to develop rate
tariffs that would provide for full recovery of costs for certain eligible baseload generating
units under Sections 205 and 206 of the Federal Power Act.
To be eligible, these units must provide essential energy and ancillary reliability services,
have a 90-day fuel supply on site, be compliant with environmental regulations and not be
subject to cost-of-service rate regulation by any state or local authority. Cost recovery
includes operating and fuel expenses, costs of capital and debt and a fair return on equity
and investment. FERC is requesting comments by October 23. The National Rural
Electric Cooperative Association (NRECA) and other trade associations have sent letters
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to FERG requesting that a new, separate rulemaking docket with a 90-day comment
period and FERG hold a technical conference on issues identified by Secretary Perry.
With respect to the Clean Power Plan (CPP), EPA is required to update the D.C. Court of
Appeals on its review by October 7. NRECA is still working with its Environmental Policy
Committee on a replacement strategy. It is expected that the proposal to repeal the CPP
will be released by the EPA this week.
At this time, President Peltier rejoined the meeting.
Mr. Niezwaag reported that North Dakota G,overnor Burgum had been invited to give the
annual meeting welcome speech; EPA Administrator Scott Pruitt had been invited to
provide the keynote speech, however, he is unable to attend. The Chief Operating Officer
of the Southwest Power Pool (SPP) has agreed to give the keynote speech. The North
Dakota Congressional delegation will be providing video reports. Government Relations
will be providing a legislative update on current issues. Other legislative updates will be
given at the Regional Communicators Advisory Group and the new managers'
orientation.

15.

Commodity Risk Management Report
Senior Commodity Risk Analyst Nichole Braunberger reported that Basin Electric has a
2017 combined strategy for East Purchase Power and Natural Gas Burn. As of
October 2, the position was hedged up to 22 percent of the Risk Management Steering
Committee (RMSC)-approved maximum limit at an average natural gas price of
$3.64/MMBtu. There were no power hedges currently on the books.
For 2018, Basin Electric's natural gas burn is 69.9 percent hedged at an average price of
$3.01; for 2019 is 58.3 percent hedged at an average price of $3.18; for 2020 is 52.2
percent hedged at an average price of $3.20; and for 2021 is 27.7 percent hedged at an
average price of $3.22. The open-basis position represents volumes in which the Henry
Hub portion has been transacted but the Ventura basis has not. Marketing is required to
execute the Ventura-basis transaction within four months of the trade's settlement date.
The RMSC maximum-approved storage position for the 2017-2018 season is 125,000
MMBtus. Injections to date total 68,424 MMBtus at an average inventory value of
$2.14/MMBtu, including fuel-in-kind. The average sales price at the time of injection was
$1.86/MMBtu. There have been no withdrawals to date. No financial hedges are in place
as Basin Electric storage is used for reliability purposes.
Basin Electric's natural gas is hedged at either Ventura or at Henry Hub with a Ventura
basis hedge to get back to a Ventura Price. As of October 1, the Ventura forward curve
was $2.93 for 2017, $2.80 for 2018, $2.63 for 2019, $2.60 for 2020 and $2.62 for 2021.
Applying the Ventura forward curve to the hedges executed, Basin Electric's natural gas
physical and financial mark-to-market (MTM) position saw a favorable change from last
month of $851,000 due to the uptick in the natural gas forward prices in the outer years.
As of September 30, the unrealized MTM loss was ($7.8 million).
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In September, Basin Electric had no financial settlements of natural gas hedges.
Moving to power, Ms. Braunberger reported that the west surplus sales position average
on-peak hedge price for 2017 is $25.37/MWh and for 2018 is $25.75/MWh. The average
off-peak hedged price for 2017 is $20.96/MWh and for 2018 is $19.50/MWh.
The Cooperative's surplus sales in the west are hedged against the Palo Verde Index.
Applying the Palo Verde forward curve to the power hedges executed, Basin Electric's
power financial and physical MTM position saw a favorable change from last month of
$296,000. As of September 30, the unrealized MTM gain was $1.1 million.
The Cooperative also has two long-term physical contracts with Macquarie Energy from
2018 through 2025. These contracts have an unrealized MTM loss of ($43 million) that is
not included in the above gain of $1.1 million.
In September, Basin Electric had a net payable of $94,516 to its counterparties for
financial settlements of power hedges.
The hedge position for diesel was unchanged from last month and remains at an average
hedged price of $2.42 per gallon for 2017 and $2.56 per gallon for 2018.
The financial hedges for the Cooperative's diesel are executed against the Energy
Information Agency (EIA) On-Highway Diesel Index. Diesel prices increased slightly over
the past month with the October 1 average price for 2017 at $2.80 per gallon and for
2018 at $2. 75 per gallon.
Applying the EIA On-Highway Diesel forward curve to the hedges executed, Basin
Electric's diesel financial MTM position saw a favorable change from last month of
$32,000. As of September 30, the unrealized MTM gain was $208,000.
In September, Basin Electric had a net receivable of $31,479 from its counterparties for
financial settlement of diesel hedges.

16.

Marketing & Asset Management Report
SPP September Hig hlig hts. Director of Marketing and Financial Analytics Valerie Weigel
reported that Basin Electric had a ($1.4 million) unfavorable variance in SPP in
September due to an average surplus sales price of $17 .1 O/MWh versus the budget of
$19.54/MWh, an average purchase price of $18.54/MWh versus the budget of $19.54,
higher than expected coal generation causing above-budget coal expense and energy
loads that were below budget for the month.
The overall percentage of wind energy to load was 22 percent. The actual September
SPP day-ahead load-zone pricing transacted purchase price was $18.54. The budget
was $19.54. The actual September SPP day-ahead load-zone pricing transacted sale
price was $17.10. The budget was $19.54.
She reviewed the SPP September Daily Economic Position and noted the dates of the
facility derates and outages, as well as the SPP Net Market Cost to Serve Load in
September ($27.76).
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September West Financial Highlights. The Cooperative experienced a $1.8 million
favorable variance in the West in September due to surplus sales totaling $9.8 million
versus the budget of $5.7 million, an average sales price of $26.64/MWh versus the
budget of $26.26/MWh and an average purchase price of $12.21/MWh.
MISO September Highlights. Basin Electric had a ($0.7 million) unfavorable variance in
Midwest Independent System Operator (MISO) in September due to an average surplus
sales price of $22.71/MWh versus the budget of $22.80 and an average purchase price of
$21.41/MWh versus the budget of $22.80/MWh.
The September MISO day-ahead load-zone pricing transacted purchase price was
$21.41. The budget was $22.80. The September MISO day-ahead load-zone pricing
transacted purchase price was $22.71. The budget was $22.80.
She reviewed the MISO September Daily Economic Position and noted the dates of the
facility derates and outages.

17.

Recess and Reconvention
At 11 :52 a.m., President Peltier recessed the meeting until 1:00 p.m., at which time the
meeting reconvened with President Peltier continuing to preside and Secretary Gary C.
Drost continuing to keep the minutes.

18.

Roll Call
After calling the roll, the Assistant Secretary reported the following Directors present:
Donald E. Applegate
Leo Brekel
Charles Gilbert
Kermit Pearson
Troy Presser
Allen Thiessen

Paul Baker
Gary C. Drost
Mike McQuistion
Wayne Peltier
Roberta Rohrer

Said persons being all of the Directors of the Cooperative. Also present were CEO and
General Manager Paul M. Sukut, Assistant Secretary Mark D. Foss and Basin Electric
staff members Chris Bauer, Chris Baumgartner, Tracie Bettenhausen, Tammy DeWitt,
Elizabeth Erhardt, Matt Greek, John Jacobs, Steve Johnson, Kerry Kaseman, Becky
Kern, Mike Kraft, Gavin McCollam, Dave Raatz, Mike Risan, Ken Rutter, Kevin Solie,
Susan Sorensen, Myron Steckler, Valerie Weigel and Michelle Wiedrich.
Also present were Central Montana director Daniel Gliko, Jr., East River director Mark
Rogen, L&O director David Meschke, Mor-Gran-Sou director Lance Froelich, NIPCO
director Thomas Wagner and DGC Vice President David J. Sauer.
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19.

Resource Planning Report
A.

Tri-State Contract Status
Senior Vice President-Resource Planning Dave Raatz reported that all of the
contracts with Tri-State Generation & Transmission Association (Tri-State) have
been executed and became effective October 1, 2017.

B.

PURPA/Prevailing Winds
Mr. Raatz reported that it has been decided to move forward with negotiations with
Prevailing Winds under PURPA as a Qualifying Facility rather than under a power
purchase agreement in response to the Request for Proposals. He reviewed the
major draft contract terms for the 13 20 MW wind projects.
He reviewed the current PURPA rate and the proposed 2018 PURPA Rate
Schedule A modifications.

C.

Rate Subcommittee Update
Mr. Raatz reviewed the 2018 proposed standby rate which contains a provision to
separate generators by capacity factor (less than 40%, 40% to 70%, and greater
than 70%) and if the greater than 70% is above or below SMW. The proposed
standby rate is separated by a generation, transmission and additional assessment
if not operating at time of member's peak.
At its October meeting, the Rate Subcommittee determined that the time is not right
for a rate component change and it cancelled its future meetings previously
scheduled for November, February and March.

D.

McKenzie Electric/ONEOK
Mr. Raatz reported on the status of discussions with McKenzie Electric Cooperative
(McKenzie Electric) regarding loads at risk and noted that to date, staff has not
been invited to meet with ONEOK.

E.

Managers Advisory Committee Agenda
Topics for the October MAC meeting include an update on strategic planning, a
Class A and Class C member discussion, a review of the standby rate, a discussion
of the consolidation of the PrairieWinds subsidiaries into Basin Electric, an update
on the Mountain West Transmission Group (MWTG) and a review of the annual
meeting program.

20.

Engineering and Construction Report
Senior Vice President-Engineering & Construction Matt Greek reported that contractors
working on Engineering & Construction-coordinated projects worked 310, 193 man-hours
in September with eight near misses, ten property damage incidents, 18 first aid cases,
zero recordables and a total case incident rate of zero.

- 10 -

A.

Project Funding Chart
Mr. Matt Greek reported that one Basin Electric contract totaling $21.3 million would
be presented for approval this month. He presented the list of all current major
projects along with the approved budget amount, total dollars committed and
completion dates.

B.

LOS Bottom Ash General Works Contract Award
Structural Engineering Supervisor Chris Bauer reviewed the general works
construction contract including the equipment included in the mechanical scope of
work, the balance of the mechanical scope of work, the structural/civil scope of work
and the electrical and controls scope of work. He presented diagrams of the layout
of the area where the work under this contract would be performed. The contract
scope includes balance-of-plant mechanical, electrical and structural work. The
project is budgeted at $21,400,780. He reviewed the bids received and
recommended the contract be awarded to Industrial Contractors, Inc. in an amount
not to exceed $21,289,377.
After discussion, it was moved, seconded and carried that the following Resolution
be adopted:
ROJ.09-10-17

RESOLVED, that the General Works Construction Contract
for the Leland Olds Station Bottom Ash Dewatering Project be
awarded to Industrial Contractors, Inc. in an amount not to exceed
$21,289,377; and
BE IT FURTHER RESOLVED, that the CEO and General
Manager, or his designee, be authorized to execute this contract.

21.

Transmission Report
Senior Vice President-Transmission Mike Risan reported that the Transmission System
Maintenance staff has worked 332 days without a Days Away, Restricted or Transferred
incident.

A.

Status of Discussions with McKenzie Electric
Mr. Risan reported that McKenzie Electric granted permission to Basin Electric to
proceed with generating from LCS into the Patent Gate substation with the
understanding that the contracts to do so are not yet in place, but that both parties
are committed to completing those contracts within the coming months.

B.

Mountain West Transmission Group/Southwest Power Pool
Negotiations
Mr. Risan reported that the general consensus at the September 13-14, 2017
MWTG meeting was to go forward with a public announcement on September 22.
The MWTG met with FERG on September 28 and MWTG/SPP stakeholder
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meetings have been scheduled for October 13 in Denver and October 16 in Little
Rock. The realistic "go live" date is likely to be October of 2019 at the earliest.
He noted that the Western Area Power Administration has established the public
input process it will follow. The notice to begin this process will be published in the
Federal Register tomorrow.

C.

FERC
Mr. Risan reported on the September 26, 2017 FERC grandfathered agreement
(GFA) Order. When LRS was built, the Missouri Basin Power Project (MBPP)
Participants entered into an agreement with Nebraska Public Power District (NPPD)
that allowed delivery into the Integrated System (IS) at Stegall and Grand Island,
Nebraska. In exchange for this right, the MBPP Participants paid NPPD $54 million
plus some ongoing annual costs for a transmission path across Nebraska. When
Basin Electric joined SPP, this transmission path became redundant and was no
longer needed. A couple years ago, Mr. Sukut was asked by Missouri River Energy
Services (MRES) to write a letter supporting their position that this NPPD
agreement should be treated as grandfathered because it would insulate MRES
from congestion and losses because when Lincoln Electric System (LES) joined
SPP, it was granted grandfathered status which exempted LES from congestion and
loss charges.
The FERC Order was issued at the end of September and denied the petitioning
parties the same status as LES because LES joined before there was an SPP
market. FERC said when IS joined SPP, it voluntarily joined. Given SPP's position is
for no more grandfathered agreements, we can ask for a rehearing. Another option
would be to cancel the original agreement with NPPD and receive a refund of a
portion of the original $54 million. If we were to give NPPD notice by year-end 2017,
MBPP would be entitled to a 7.5 percent refund and would avoid having to continue
to make ongoing annual payments to NPPD. This will be discussed at the October
17 MBPP Management Committee meeting.

D.

NERC
Mr. Risan reported that the SPP regional entity (not the RTO) is dissolving. Those
registered there need to find another regional entity to register with. Xcel Energy
has publicly indicated it wants to register within the Midwest Reliability Organization,
a decision we support.
He reported on the North American Electric Reliability Corporation (NERC) Grid
Security Exercise 2017 (GridEx IV), its annual tabletop exercise. GridSecCon 2017
is scheduled for October 17-20, 2017 in St. Paul, Minnesota.
The North American Transmission Forum and the Electric Power Research Institute
are sponsoring a Transmission Resiliency Summit is scheduled for October 17-18,
2017 at Tri-State and will focus on Assess/Prevention/Hardening of key
transmission assets. Mr. Risan reported that October is National Cyber Security
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Awareness month and he introduced Senior Compliance Engineer Mike Kraft, who
provided an overview of Basin Electric's cyber security which includes risks from
natural disasters, insider threat or human error, physical attack, ransomware,
machine-to-machine Al cyber, geomagnetic disturbance, OT supply chain disruption
or compromise, DDos, CBR Event, pandemic, combined cyber-physical attack,
high-altitude electro-magnetic pulse and nuclear. NERC reported to FERG that "The
threat landscape is constantly changing and requires adaptation and information
sharing on how best to address these issues in an effective and efficient manner."
Mr. Kraft then reviewed what entails critical infrastructure protection.

22.

Member Services & Administration Report
Senior Vice President-Member Services & Administration Chris Baumgartner reported
that the Basin Electric private branch exchange shared by four cooperative members was
hacked on Monday morning.
The last piece of the uninterruptible power supply unit arrived today. Its shipment was
delayed due to Hurricane Maria in Puerto Rico.
He reviewed the annual meeting agenda and introduced Communications & Media
Specialist Lindsey DeKrey, who plans the annual meeting, and Director of
Communications & Creative Services Curt Pearson. The annual meeting is scheduled for
Wednesday, November 8 and the theme is "Built to Serve". Bob Harris, this year's
recipient of the Cornerstone Award, has agreed to attend. Tours of DGC, AVS and The
Freedom Min~ will leave at 6:45 a.m. on Thursday, November 9.
With respect to admittance to the closed-door session that will start at 9:00 a.m. on
November 9, Mr. Baumgartner noted that staff has decided that scannable bar-coded
badges will be issued to those member directors, managers and staff eligible to attend.
In an attempt to shorten the banquet, there will be no entertainment. There will be light
music during the dinner. Mr. Baumgartner will be the master of ceremonies. The
Procurement Division assisted with putting the annual meeting food vendor contract out
for bids. The past vendor and two other vendors were considered. Events catered by the
other vendors were studied and food was sampled. The contract was awarded to a new
vendor, Ramada/Baymont, at a considerable cost savings.
In response to member feedback, the annual meeting will feature more panel discussions
and fewer reports, PowerPoints and videos.

23.

Financial Services Report
Senior Vice President & Chief Financial Officer Steve Johnson reported that the current
estimated end-of-year margin is $150.1 million. The desired margin to put the
Cooperative strongly in the middle of the "A" category, is $75 million. That said, there are
significant differences in current gas market prices compared to budget. We could see
pressure on DGC in the November financial results.
He provided an update on the meetings with rating agencies and financial institutions.
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A.

Authorization to Open Account at CIBC USA
Vice President & Controller Susan Sorensen reported that Canadian Imperial Bank
of Commerce (CIBC) has had a long relationship as a DGC counterparty in DGC's
commodity hedging transactions. CIBC's credit rating at Moody's Investor Service
(Moody's) is "A1", at Fitch Ratings, Inc. is "AA" and at S&P Global Ratings is "A+".
Our internal rating for CIBC is "AA".
She recommended Basin Electric be authorized to open an account at CIBC as it
would provide an investment option for additional cash reserves depending on the
rates offered. After discussion, a motion was made, seconded and carried that the
following Resolution be adopted:
R04.10-10-17

RESOLVED, that CIBC USA (the Bank) is hereby
designated as a depository for the funds of the Cooperative and
the officers and other persons of the Cooperative to open or
continue an account or accounts with the Bank and to execute and
deliver to said Bank signature card or cards supplied by the Bank
containing specimen signatures of the officers and other persons
hereinafter named, and that the officers and other persons
hereinafter named are hereby authorized for and on behalf of the
Cooperative to sign (either in original form or by facsimile}, make,
draw, accept, endorse or cause to be endorsed and to deposit or
cause to be deposited in such account or accounts from time to
time checks, notes, drafts, bills of exchange, acceptances, orders
and other instruments for the payment of money to the
Cooperative or withdrawal of funds held by the Cooperative;
RESOLVED, that the Bank is authorized to accept deposits
to the account or accounts of the Cooperative and to pay, cash or
otherwise honor or charge to the Cooperative any such instrument
for the payment of money or withdrawal of funds held by the
Cooperative when so signed (either in original form or by
facsimile}, made or drawn regardless of by whom or by what
means the actual or purported facsimile signature or signatures
thereon may have been affixed thereto if such facsimile signature
or signatures resemble the facsimile specimens from time to time
filed with the Bank by the Secretary-Treasurer, Assistant Secretary
or other officer of the Cooperative;
BE IT FURTHER RESOLVED, that checks, notes, drafts,
bills of exchange, acceptances, orders and other withdrawal
orders and any and all other directions and instrumentations of
any character with respect to funds of the Cooperative now or
hereafter with the Bank may be signed by any two persons holding
the following offices or positions with the Cooperative: President,
Vice-President, Secretary-Treasurer, Chief Executive Officer &
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General Manager and Senior Vice President and Chief Financial
Officer, and the Bank is hereby fully authorized to pay, cash or
otherwise honor or charge to such account or accounts any
checks, notes, drafts, bills of exchange, acceptances, orders and
other deposits or withdrawal orders so signed;
BE IT FURTHER RESOLVED, that any of the two persons
then holding one of the offices or positions herein named and their
designees (in writing) be, and they hereby are, authorized to give
written or verbal instructions by telephone, telegraph, or otherwise,
as they deem proper; and the Bank is authorized to accept
instructions from any such persons herein named or their
designee (in writing) as to the delivery of checks, notes, drafts,
bills of exchange, acceptances, orders and other instruments for
the payment of money or temporary investment of money from the
account or accounts of the Cooperative; and any such person
shall have the fullest authority at all times with reference to any
transaction deemed by him to be proper to make or enter into for
or on behalf of the Cooperative with the Bank. This paragraph
shall be and remain in full force and effect until written notice of
the revocation hereof shall be delivered to the Bank; and
BE IT FURTHER RESOLVED, that the following persons
presently occupy the respective offices and positions designated
in this resolution and that the same are duly qualified as such
officials:
Wayne Peltier, President
Kermit Pearson, Vice President
Gary C. Drost, Secretary-Treasurer
Paul M. Sukut, Chief Executive Officer & General Manager
Steven P. Johnson, Senior Vice President
& Chief Financial Officer
BE IT FURTHER RESOLVED, that the Bank shall be
entitled to rely upon a certified copy of these resolutions until
written notice of modification or rescission has been furnished to
and received by the Bank.

B.

Accounting Report
Accounting Administrator Darla Kay Miller reported that the September 2017
Statement of Operations reflects a net margin of $22.4 million compared to the
budgeted net margin of $16.1 million for a favorable variance of approximately
$6.3 million. The net margin in September 2016 was $39.5 million.
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Estimated member revenue for September is $125.8 million. Member sales were
approximately $2.3 million lower than budget, which includes the September
actualization of $0.8 million. September sales are estimated to be $3.1 million less
than originally forecasted.
Estimated surplus sales revenue for September is $18.4 million compared to the
budget of $15.4 million. Surplus sales were approximately $3.0 million higher than
budget. The $3.0 million above budget includes the September negative
actualization of $0.6 million. September sales are estimated to be $3.6 million more
than originally forecasted. A positive volume variance of $5.6 million offset by a
negative price variance of $2.0 million is estimated.
Operating costs were approximately $400,000 more than budgeted. Operation
supervision and engineering were less than budgeted by $1.1 million. Steam
expenses were less than budget by $1.2 million. System control and load
dispatching expenses were less than budget by $0.5 million. Miscellaneous other
power generation was less than budget by $2.1 million. Offsetting these positive
variances, purchase power expenses were more than budget by $2.4 million.
Administration and general expenses were $1.0 million more than anticipated. Fuel
expenses were $2.9 million more than anticipated. Maintenance expenses were
$900,000 less than anticipated. Year-to-date through September 2017,
maintenance expenses are approximately $12.1 million less than anticipated.
Ms. Miller then reviewed year-to-date consolidated net income/loss and changes to
the balance sheet and month-end cash.
Basin Electric's September Equity-to-Asset ratio was 19.9 percent, the same as in
August. The September Equity-to-Capitalization ratio using the Moody's
methodology (both without the consolidation entry for The Coteau Properties
Company) was 23.5 percent compared to 23.4 percent in August. The September
Equity-to-Capitalization ratio based on indenture requirements for patronage
distribution was 23.2 percent compared to 22.9 percent in August.

24.

Minnesota Statewide-Delegate & Alternate to All 2018 Meetings
President Peltier asked that this item be postponed until the November board meeting.

25.

Directors' Reports
Director Rohrer reported that Jean Schafer did a nice job representing Basin Electric at
the Montana Statewide meeting.
Director Thiessen reported that the Upper Missouri Electric Cooperative board of
directors meets tomorrow and that they are looking forward to meeting with ONEOK in
Tulsa.
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26.

Amendment to NRECA Pension Plan and 401 (K) Plan
Manager of Benefit Plans Shawna Piatz reviewed a resolution to change the
Cooperative's pension plan.
After discussion, it was moved, seconded and carried that the following Resolutions be
adopted:
R05.10-10-16

RESOLVED, that the Board of Directors approves amendments
to the Cooperative's Qualified Pension Plan (the Plan) (a) providing
that new employees (including employees who previously worked for
the Cooperative or the Cooperative's subsidiary, Dakota Gasification
Company) hired on or after January 1, 2018 no longer be eligible for
participation in the Plan and (b) allowing current participants in the Plan
hired on or before December 31, 2017 to make a one-time voluntary
but irrevocable election from their current pension factor (either one or
two percent) to a zero pension factor and an increased match in the
Cooperative's 401 (k) Plan. For purposes of this resolution, the term
"new employees" does not include employees who are hired directly
from Dakota Gasification Company.

Ms. Piatz then reviewed a resolution to change the Cooperative's 401 (k) plan.
After discussion, it was moved, seconded and carried that the following Resolution be
adopted:
R06.10-10-16

RESOLVED, that the Board of Directors approves amendments
to the Cooperative's 401 (k) Plan (the 401(k) Plan) (a) providing that the
contribution formula for new employees (including employees who
previously worked for the Cooperative or the Cooperative's subsidiary,
Dakota Gasification Company) hired on or after January 1, 2018
change from the current employer match in the 401 (k) Plan to a three
percent employer match in the 401 (k) Plan for every one percent
employee match, up to a maximum employer match of 15 percent; and
(b) allowing current participants in the 401 (k) Plan hired on or before
December 31, 2017 to make a one-time voluntary but irrevocable
election from participation in the Cooperative's Qualified Pension Plan
and their current employee match in the 401 (k) Plan to a three percent
employer match in the 401 (k) Plan for every one percent employee
contribution subject to a maximum employer match of 15 percent. For
purposes of this resolution, the term "new employees" does not include
employees who are hired directly from Dakota Gasification Company.
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27.

Date and Time of Next Board Meeting
President Peltier noted that the next regularly scheduled meeting of the Board of
Directors will begin on Sunday, November 5, 2017 starting at approximately 1:00 p.m.
CDT.

28.

Executive Session
At 4:00 p.m., it was moved, seconded and carried that the Board retire into executive
session to discuss director matters.
At 4:30 p.m., it was moved, seconded and carried that the Board arise from executive
session.

29.

Ad journment
President Peltier adjourned the meeting at 4:30 p.m.

Secretary-Treasurer
Attachments:
Internal Audit Charter
Board Audit Committee Charter
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POLICY STATEMENT
Basin Electric Power Cooperative (Basin Electric) supports Internal
Audit as an independent function to examine and evaluate Basin
Electric's and its subsidiaries' activities and costs as a service to
Senior Management and the Board. The objectives of Internal
Aud it are to assist members of the organization in the effective
discharge of their responsibilities by furnishing them with analyses,
appraisals, recommendations, counsel, and information
concerning the activities reviewed and by promoting effective
control and sound business practices at reasonable cost.
ORGANIZATION
The MaAager ef IAterAal AllelitChief Auditor will report
administratively to the lir. Viee PresieleAt aAEI Gl:lief i;:iAaAeial
GffieeFGeneral Manager and Chief Executive Officer. In addition,
Internal Audit reports regularly to the Audit Committee appointed
by the Board.
IAterAal ,4,llelit is alse gi•,•eR aR eraeR a•,•eRlle fer reraeFl:iAg elireetl·; te
tile Gl:lief E11eelltive Ottieer aAel GeAeral Ma Rager. Internal Audit
also serves in a consulting role to Senior Management.
ACCOUNTABILITY
Internal Audit is accountable to Senior Management and the Board
Audit Committee to:
• Provide an assessment on the adequacy and effectiveness of
the organization's processes for controlling its activities and
managing its risks in the areas set forth under the mission
and scope of work.

The Internal Auditor is not authorized to:
• Perform any operational duties for the organization or its
affiliates. Instead, each business division is responsible for its
own internal control and efficiency.
• Initiate, modify or approve accounting transactions external
to the Internal Audit division.
• Direct the activities of any organization employee not
employed by the Internal Audit division, except to the extent
such employees have been appropriately assigned to audit
teams or to otherwise assist the Internal Audit division.
RESPONSIBILITY
Internal Audit is responsible to:
• Develop a flexible annual audit plan using an appropriate riskbased methodology, including any risks or control concerns
identified by Senior Management, and submit that plan to the
Board Audit Committee for review and approval.
• Implement the annual audit plan, as approved, including as
appropriate any special tasks or projects requested by Senior
Management or the Board Audit Committee.
• Evaluate and assess significant merging or consolidating
functions and new or changing services, processes,
operations, and control processes coincident with their
development, implementation or expansion.
• Issue periodic reports to the Board Audit Committee and
Senior Management summarizing results of audit activities.

• Report significant issues related to the processes for
controlling the activities of the organization and its affiliates,
including potential improvements to those processes, and
provide information concerning such issues through
resolution.

• Provide a list of significant measurement goals and results to
the Board Audit Committee.

• Periodically provide information on the status and results of
the annual audit plan and the sufficiency of the division's
resources.

• Assist in the investigation of significant suspected fraudulent
activities within the organization and notify Senior
Management and the Board Audit Committee of the results.

• Coordinate with other control and monitoring functions (risk
management, compliance, ethics, external audit).

• Consider the scope of work of the external auditors and
regulators, as appropriate, for the purpose of providing
optimal audit coverage to the organization at a reasonable
cost.

AUTHORITY
Internal Audit aims to promote effective controls at reasonable
cost. To achieve this, Internal Audit is authorized, in the course of
its activities, to:
• Have unrestricted access to all functions, records, property,
and personnel considered necessary for the performance of
its functions.
• Require all members of staff and Senior Management to
supply such information and explanations that may be
needed (within a reasonable period of time).
• Have full and free access to the Board Audit Committee.
• Allocate resources, set frequencies, select subjects,
determine scopes of work, and apply the techniques
required to accomplish audit objectives.

• Keep the Board Audit Committee informed of emerging trends
and successful practices in internal auditing.

• Assist Senior Management in meeting the regulatory
requirements of the Company.
• Assess the means of safeguarding assets.
REPORTING RESPONSIBILITIES
A written audit report will be prepared and issued by Internal Audit
following the conclusion of each audit and will be distributed as
appropriate. The manager of the activity or department receiving
the report will respond to any audit recommendations, the
responses will be included in the finalized report. The response will
include a timetable for anticipated completion of action to be taken
and an explanation for any recommendations that will not be
addressed.

• Obtain the necessary assistance of personnel in divisions of
the organization where they perform audits.

Approved by Board Audit Committee on XXXXXXXX
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DEFINITION OF AUDIT SCOPE
The scope of Internal Audit encompasses the examination and
evaluation of the adequacy and effectiveness of the organization's
system of internal control and the quality of performance in
carrying out assigned responsibilities. The scope of Internal Audit
includes:
• Reviewing the reliability and integrity of financial and
operating information and the means used to identify
measure, classify, and report such information.
• Reviewing the systems established to ensure compliance
with those policies, procedures, laws and regulations that
could have significant impact on operations and reports, and
determining whether the organization is in compliance.
• Reviewing the means of safeguarding assets and, as
appropriate, verifying the existence of such assets.
• Reviewing established systems of internal control to
ascertain whether they are functioning as designed.
• Reviewing and appraising the efficiency with which resources
are employed.
• Reviewing specific programs or initiatives to ascertain
whether results are consistent with established objectives
and goals and whether the programs or initiatives are being
carried out as planned.
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PRINCIPLES
Internal auditors are expected to apply and uphold the following
principles:
Integrity- The Integrity of internal auditors establishes trust and thus
provides the basis for reliance on their judgment.
Oblectlv!ty- Internal auditors exhibit the highest level of professional
objectivity In gathering, evaluating, and communicating information
about the activity or process being examined. Internal auditors make
a balanced assessment of all the relevant circumstances and are not
unduly Influenced by their own interests or by others In forming
judgments.
Confidentiality - Internal auditors respect the value and ownership of
information they receive and do not disclose Information without
appropriate authority unless there Is a legal or professional
obligation to do so.
Competency- Internal auditors apply the knowledge, skills, and
experience needed in the performance of Internal audit services.

RULES OF CONDUCT
1.~

CODE OF ETHICS
Internal Audit has to maintain independence, integrity, objectivity,
confidentiality, and competency. Standards of professional
behavior are based upon the Code of Ethics issued by the Institute
of Internal Auditors. The Internal Auditor will:
• Exercise honesty, objectivity, and diligence in the
performance of duties and responsibilities.
• Exhibit loyalty in all matters pertaining to the affairs of the
Company and not knowingly be a party to any illegal or
improper activity.
• Refrain from entering into any activity which may be in
conflict with the interest of the Company or which would
prejudice the ability to objectively carry out their duties.
• Decline to accept anything that may impair or be presumed
to impair professional judgment.
• Be prudent in the use of information acquired in the course
of duty and not use such information for any personal gain or
in a manner that knowingly would be detrimental to the
welfare of the Company.
• Use reasonable care to obtain sufficient, factual evidence to
support the conclusions drawn and, in reporting, reveal such
material facts known to them which, if not revealed, could
distort the report of the results of operations under review
or conceal an unlawful practice.
• Engage only in those projects in which Internal Audit has a
necessary knowledge, skill, and experience.
• Continue to strive for improvement in the proficiency and
effectiveness of service.
STANDARDS OF AUDIT PRACTICE
Internal Audit adheres to the standards of best professional
practice, such as those published by The Institute of Internal
Auditors and the Information Systems Audit and Control
Association.

Internal auditors:
1.1 Shall perform their work with honesty, diligence, and
responsiblllty.
1.2 Shall observe the law and make disclosures expected by the law
and the profession.
1.3 Shall not knowingly be a party to any illegal activity, or engage
In acts that are discreditable to the profession of Internal
auditing or to the organization.
1.4

Shall respect and contribute to the legitimate and ethical
objectives of the organization.

2. Oblectlvltv
Internal auditors:
2.1 Shall not participate in any activity or relationship that may
impair or be presumed to Impair their unbiased assessment.
This participation Includes those activities or relationships that
may be In conflict with the interests of the organization.
2.2 Shall not accept anything that may impair or be presumed to
Impair their professional judgment.
2.3 Shall disclose all material facts known to them that, If not
disclosed, may distort the reporting of activities under review.

3. Confidentiali ty
Internal auditors:
3.1 Shall be prudent in the use and protection of information
acquired In the course of their duties.
3.2 Shall not use Information for any personal gain or In any
manner that would be contrary to the law or detrimental to the
legitimate and ethical objectives of the organization.

4. COmoetency
Internal auditors:
4.1 Shall engage only in those services for which they have the
necessary knowledge, skills, and experience.
4.2 Shall perform internal auditing services in accordance with the

International Standards for the Professional Practice of Internal
Auditing.
4.3

Shall continually Improve their proficiency and the effectiveness
and quality of their services.

Approved by Board Audit Committee on XXXXXXX
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Basin Electric Board Policy
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Last Revision:
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May 2016
May 2016

Purpose and Authority
To assist the Basin Electric Power Cooperative (Basin Electric) Board of Directors (Board) in fulfilling its
oversight responsibilities for the financial reporting process, systems of internal control, the audit process,
the process for monitoring compliance with laws and regulations and the Basin Electric's Business Practices
Standards of Conduct, the Audit Committee has the authority to perform the following activities:
•
Review of the integrity of Basin Electric's financial statements, accounting and financial reporting
processes, internal controls over financial reporting and financial statement audits;
•
Review the Internal Audit activities;
•
Review the external auditor's qualifications and independence;
•
Provide an avenue for open communication between the external auditor, Internal Audit and the
Board; and
•
Review the processes for the Cooperative's compliance with legal and regulatory requirements
and Business Practices Standards of Conduct;
•
Conduct investigations of matters within its scope of responsibility;
Retain external counsel, accountants, or others to advise or assist for investigations;
•
•
Seek any information it requires from employees-all of whom are directed to cooperate with the
committee's requests-or external parties; and
•
Meet with the Cooperative's officers, general counsel, external auditors, or outside counsel, as
necessary.
Composition
The Audit Committee will be comprised of three or more committee members as determined by the Board.
The Audit Committee will meet at least four times a year, or more frequently as circumstances require. The
Audit Committee may ask members of management or others to attend meetings and provide pertinent
information as necessary. The Audit Committee may hold executive sessions with Internal Audit, the
external auditors, and management after each formal meeting, or as otherwise needed, to discuss regular
items that the Audit Committee should be aware of or any communication difficulties with the parties.
Responsibilities and Duties
To fulfill its responsibilities and duties, the Audit Committee will perform the following. Note that if approval
is required at any time between formal quarterly meetings, unanimous consent must be obtained.
Financial Statements
•
Review significant accounting and reporting issues, including complex or unusual transactions and
highly judgmental areas, as well as recent professional and regulatory pronouncements and
understand their impact on the financial statements.
•
Review the annual financial statements.
•
Review with management and the external auditors all matters required to be communicated to the
Board under Generally Accepted Auditing Standards.
External Auditor
•
Review the external auditors' proposed audit scope and approach.
•
Review and confirm the independence of the external auditors by obtaining statements from the
auditors on relationships between the auditors and the Cooperative, including non-audit services,
and discussing the relationships with the auditors. Any difficulties encountered in the audit work,
including any restrictions on the scope of activities or access to required information.
•
Consider whether the auditor's provision of permissible non-audit services is compatible with the
auditor's independence (if applicable).
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Review the performance of the external auditors, any significant changes required in the external
auditor's plans, their most recent peer review results, and exercise approval on the appointment or
discharge of the external auditors and recommend to Board for final approval.

Internal Control
• Understand the scope of internal and external auditors' review of internal control over financial
reporting, and obtain reports on significant findings and recommendations, together with
management's responses.
• Review significant findings during the year, including the status of the action plans from previous
internal and external audit recommendations or any regulatory agencies (if applicable).
Internal Audit
• Review with management and the Manager of Internal /\uaitingChief Auditor the Internal Audit
charter and internal audit activities.
•

Review and approve the annual internal audit plan and all major changes to the internal audit plan
or scope.

•

Ensure there are no unjustified restrictions or limitations placed on the Internal Auditing Division.

Compliance
• Review with management and the Manager of Internal .o.uditingChief Auditor, Basin Electric's
processes to ensure compliance with legal and regulatory requirements.
• Review the Business Practices Standards of Conduct prior to distribution to the staff, as well as,
review the results of compliance monitoring for Business Practices Standards of Conduct violations.
• Obtain as needed updates from management and the Cooperative's legal counsel regarding
compliance matters or any legal matters that could have a significant impact on the financial
statements.
• Discuss policies with respect to risk assessment and risk management, including appropriate
guidelines and policies to govern the process, as well as the Cooperative's major financial risk
exposures and the steps management has undertaken to control them.
• Review of the Federal and state income tax returns prior to filing but after the form is completed by
management and reviewed by external tax consultants.

Other Responsibilities
• Annually review and assess the adequacy of the Committee charter.
•
•

Oversee any fraud investigations, whether or not material, that involves management or other
employees who have a significant role in the Cooperative's internal control structure.
The Audit Committee may perform such other functions as required by the law, the Cooperative's
bylaws, or the Board.

