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Basin Electric Power Cooperative
Bismarck, North Dakota
Minutes of the Regular Meeting of the Board of Directors
June 12-13, 2018
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 June 12, 2018 starting at 8:00 a.m. CDT.

1.

Call to Order
The meeting was called to order by President Wayne Peltier, who presided, and SecretaryTreasurer Charles H. Gilbert, who kept the minutes thereof.

2.

Roll Call
After calling the roll, the Secretary reported the following Directors present:
Leo Brekel
Daniel Gliko, Jr.
David Meschke
Wayne Peltier
Allen Thiessen

Paul Baker
Charles H. Gilbert
Mike McQuistion
Kermit Pearson
Troy Presser
Thomas Wagner

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 Tracie Bettenhausen, Eric Carufel, Tom Christensen,
Tammy DeWitt, Matt Greek, Bryan Keller, Diane Paul, and Dave Raatz. Also present were
East River Power Cooperative (East River) director Alan Hinderman and Dakota
Gasification Company (DGC) Vice President David J. Sauer.

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, a motion was made, seconded, and
carried that the agenda be approved as modified.

4.

Approval of the Minutes
The minutes of the May 15-17, 2018 Regular Meeting of the Board of Directors were
presented. After an opportunity for corrections, a motion was made, seconded, and carried
that the minutes be approved as presented.
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5.

Recess and Reconvention
At 8:02 a.m., the meeting recessed for Board committee meetings until 10:24 a.m., at which
time the meeting reconvened with President Peltier continuing to preside and SecretaryTreasurer Charles H. Gilbert continuing to keep the minutes.

6.

Roll Call
After calling the roll, the Secretary reported the following Directors present:
Leo Brekel
Daniel Gliko, Jr.
David Meschke
Wayne Peltier
Allen Thiessen

Paul Baker
Charles H. Gilbert
Mike McQuistion
Kermit Pearson
Troy Presser
Thomas Wagner

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 Jamey Backus, Chris Baumgartner, Tracie Bettenhausen,
Nichole Braunberger, Eric Carufel, Tom Christensen, Shawn Deisz, Tammy DeWitt, Dana
Friedt, Matt Greek, Tyler Hamann, John Jacobs, Steve Johnson, Bryan Keller, Becky Kern,
Gavin McCollam, Sally Meier, Dale Niezwaag, Diane Paul, Mike Paul, Dave Raatz, Ken
Rutter, Jean Schafer, Myron Steckler, Darlene Steffan, and Valerie Weigel. Also present
were East River director Alan Hinderman and DGC Vice President David J. Sauer.

7.

Board Committee Reports
Finance Committee. Finance Committee Chair Leo Brekel reported that Diane Paul and
Steve Johnson reported that the Investment Committee consultant, Advanced Capital Group
(ACG), had been very complimentary. Another meeting will be scheduled later in the year.
ACG reviewed the Investment Policy Statement and had no recommended changes. Board
Policy #02 was reviewed with no action and will be presented for approval next month. Final
interviews will take place this month for a consultant to review risk management. This project
is scheduled for completion in September. R.D. Reimers gave a presentation on the effect of
the new tax act on deferrals.

Operations Committee. Operations Committee Chair Mike McQuistion reported that Jason
Krebsbach gave an update on the Wheatland Transmission System Maintenance (TSM)
facility, which has some North American Electric Reliability Corporation (NERC) security
issues. He recommended the facility be rebuilt and the electrical system updated. The
Committee recommended approval of the project by the full Board of Directors.
Chris Bauer reported on the proposed amendment to increase the Leland Olds Station
(LOS) bottom ash project general works construction contract by $1.8 million. The
Committee recommended approval by the full Board of Directors.
Dale Johnson reported on the proposed steam turbine replacement project at an estimated
cost of $3.1 million. The Committee recommended approval by the full DGC Board of
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Directors. Mr. Johnson will give a report on the power and ammonia plant outages during
the DGC board meeting.
Kevin Tschosik provided an update on distributed generation and how difficult it is to find
replacement parts for the Wartsilla engines.

Marketing Committee. Marketing Committee Chair Troy Presser reported that Ken Rutter
had provided an update on the N-7, LLC marketing plan, fertilizer prepays, and inventory
levels. There was also discussion of the day-ahead and real-time markets. Becky Kern
reviewed the proposed 210 MW capacity purchase, which the Committee recommended for
approval by the full Board of Directors. Staff will prepare an evaluation to be used to address
DGC Director Jim Geringer's question: "How do we measure the success of N-7?"

8.

CEO and General Manager's Report
Mr. Sukut reported on the June 8-9 meeting in Minneapolis with The North American Coal
Corporation (NACCO) regarding changes to the mine plan. This group will meet again in late
August or early September.
Due to scheduling conflicts, the summer joint Board meeting with Central Power Electric
Cooperative has been moved from July to August.
The retirement party for Mike Risan will be held on July 10.
Western Fuels Association (WFA) has not met since the last Basin Electric Board meeting.
The next meeting is scheduled for June 23 via conference call. The August WFA meeting
will be in Bismarck.

9.

Office of General Counsel Report
Senior Vice President & General Counsel Mark D. Foss noted that there were no updates to
the Office of General Counsel report.

A.

Government Relations Report
Vice President of Government Relations Dale Niezwaag reported on the May 14
meeting with the North Dakota Health Department and the June 13 meeting with the
Wyoming Department of Environmental Quality (WYDEQ). Topics at both meetings
were the Amended Notice of Proposed Rulemaking comments on the new C02 rule
and Regional Haze Round Two.

Minnesota. On June 7, the Lignite Energy Council (LEC) hosted the Minnesota state
legislators' tour of Coal Creek Station, Falkirk Mine, and the Great Plains Synfuels
Plant (Synfuels Plant). Three senators and four representatives participated.
Iowa. The Iowa Utilities Board is meeting with Midwest Independent System Operator
(MISO) and Southwest Power Pool (SPP) today. MISO will discuss the renewable
integration impact assessment. SPP will discuss cost allocation and the Holistic
Integrated Tariff Team, SPP's market monitoring process, and what's next with
Mountain West Transmission Group {MWTG).
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South Dakota. The South Dakota Rural Electric Association (SDREA) Legislative
Committee met on May 8 to discuss municipal annexation. The group approved the
development of legislative proposals and is working on three options: (1) a straightforward freeze with a July 1, 2019 effective date; (2) allowing purchase of incumbent
service territory only after strict due process requiring the municipal utility to prove "no
harm" to the incumbent utility; and (3) limit the ability to provide electrical service to
munlcipalities with certain populations (the exact number is yet to be determined) or
less. The next steps are to have recommendations from the working group by June 15
and Legislative Committee recommendations to the SDREA board by June 27.
Wvoming. The Wyoming Public Service Commission (WYPSC) hosted a technical
conference on May 7. The Wyoming Industrial Energy Consumers want the WYPSC to
reduce consumers' costs and promote competition, to facilitate discussions, and want
legislation to authorize retail choice. The WYPSC's response was that they do not
make policy as that is the legislature's job.
Federal. On May 30, Com Belt Power Cooperative (Corn Belt) hosted a meeting with
Iowa Senator Grassley during which Basin Electric staff provided an overview of its
comments to the Federal Energy Regulatory Commission (FERC) on the resiliency
issue, Section 45Q tax credit issues, and our outreach efforts with the Internal
Revenue Service.
The House of Representatives heard testimony on a bill that would reform the Public
Utility Regulatory Policies Act (PURPA). The bill would eliminate the "one-mile rule" (to
stop developers from gaming the system by breaking large projects into multiple
smaller ones) as well as eliminate the obligation to purchase renewables of more than
2.5 MW (currently 20 MW) if the project has access to the open market.
Basin Electric, its Class A members and the Statewides in the Cooperative's service
territory sent a letter of support for PURPA reform to Senator Barasso.
Virginia Representative Griffith has proposed legislation in the House that would
exclude energy efficiency projects, pollution control projects, and reliability projects
from New Source Review (NSR). It also changes the threshold for what counts as a
modification when an emissions rate increases such that the threshold is triggered only
if the increase in emissions is higher than the original design and higher than the actual
emissions over the previous ten years.
Staff worked with North Dakota Representative Kevin Cramer on questions for the
May 16, 2018 NSR hearing during which the National Rural Electric Cooperative
Association testified. Kentucky Senator Paul has introduced companion bills in the
Senate.
Staff is working to maximize opportunities to utilize the Section 45Q C02 Tax Credit at
DGC and joined Tax Division staff in a tour of the Great Plains Synfuels Plant
(Synfuels Plant) and a meeting with DGC staff. Feedback on guidance and
implementation is being provided to North Dakota Senator Heitkamp.
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With respect to grid resiliency efforts, the Department of Energy (DOE) is attempting to
obtain cost recovery for coal-fired and nuclear baseload operating costs. On
September 28, DOE requested that FERC include baseload costs into the market.
FERC denied this request on January 8 and opened a docket on the resiliency issue.
Industry wants FERC to allow regional transmission organizations (RTO) to approach
the problem individually and/or regionally. Basin Electric submitted comments on
May 9. The Senate Energy Committee will hold a FERC oversight hearing on June 12.
On June 1, the Trump Administration announced its planned use of the Federal Power
Act and Defense Production Act to force dispatch of struggling coal and nuclear plants,
called for a 24-month study of all generating plants to determine which ones are critical
to grid reliability and possibly in danger of closing, and implemented and suggested a
24-month hold during which no coal plants would be allowed to retire. DOE is
developing a plan to implement this directive. There is also discussion of a Strategic
Electric Generation Reserve where the federal government would pay certain plants for
their generation capacity.
In other issues, Basin Electric met with Environmental Protection Agency (EPA) staff in
Washington, DC on May 16 to discuss Basin Electric's "hybrid approachn to carbon
management and North Carolina's "menu" option and historic lookback (baseline
approach). EPA hinted at a menu-only approach.
On June 6, staff from EPA Region 8 and the WYDEQ toured the Laramie River Station
(LRS). The visit was required as part of finalizing the Missouri Basin Power Project's
Best Available Retrofit Technology settlement with EPA on the revised regional haze
plan. The next step is publication of the settlement in the Federal Register.
While in Bismarck on May 22 to speak at the petroleum conference, EPA Region 8
Administrator Doug Benevento visited headquarters. Topics of discussion were
replacement of the Clean Power Plan, NSR, and carbon management. We are hoping
for a proposed carbon management rule from EPA by August.
The annual breakfast for Basin Electric Political Action Committee (BEPAC) members
to discuss issues for the election season will be held on June 14 and will be
livestreamed to the BEPAC membership.

10.

Operations Report
Senior Vice President - Operations John Jacobs reported that there were no medical
treatment or recordable incidents in May.
He provided bus-bar costs for the coal-fired fleet (LOS, Antelope Valley Station (AVS), LRS,
and Dry Fork Station (DFS), reviewed the equivalent forced-outage rate trends for the past
24-month period, and reviewed the year-to-date running plant capacity factors (RPCF) for
the coal units. May generation for the solid-fuel plants was 3.6 percent under budget for the
month, the wind fleet was 24.9 percent below the budget, and the total Basin Electric fleet
was 10.2 percent above the budget. Year-to-date generation for the fleet was 2.4 percent
under budget.
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Running
Plant
Capacity
Factor

Monthly
Availability

Forced
Outage
Rate

AVS 1

92.00%

93.19%

4.00%

450MW

05/17 scheduled outage for
boiler tube leak repair.

AVS2

96.80%

88.16%

5.54

450MW

05/05 scheduled outage for
AH wash & boiler cleaning.

DFS

101.61%

80.65%

10.13%

386MW

LRS 1

62.57%

62.62%

1.53%

570MW

LRS2

85.63%

92.41%

7.59%

570MW

LRS3

85.88%

94.18%

0.03%

570MW

LOS 1

57.31%

90.64%

4.60%

221 MW

LOS2

84.01%

70.69%

0.00%

448MW

Unit

Unit
Rating

Comments

05/01 scheduled outage for
triennial maintenance.

05/01 scheduled outage for
major overhaul.

Mr. Jacobs presented videos and discussed the June 1 tornado at DFS and presented a
photograph of tornado damage to the Gillette TSM shop. The employees sheltered in place
for 45 minutes and there were no injuries. There were no safety incidents or forced outages
during the month. Three facilities had availabilities over 100 percent.
Actual generation was 10.2 percent above budget for the month and 2.4 percent under
budget for year-to-date. Actual generation was $32 million under budget.
Mr. Jacobs reported that Kevin Tschosik had reviewed the distributed generation report
during the Operations Committee meeting. There are intake and exhaust valve issues at the
distributed generation facilities, as well as a lightning blade strike at the Crow Lake wind
facility. Spirit Mound Station generated 120 MW in May.

A.

Leland Olds Station Plant Update
Plant Manager Jamey Backus reported that the LOS employees have worked 365,481
man-hours since the last Days Away, Restricted or Transferred incident. There were
two first-aid cases, five contractor medical treatment cases, and two contractor first-aid
cases at the beginning of the LOS Unit #2 outage. A heavy emphasis was placed on
safety and staying focused during the extended outage.
Year-to-date, LOS has produced 89.5 percent of budgeted generation. Unit #1
produced 70.9 percent of budgeted generation, had 90.6 percent availability, and
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57.3 percent net RPCF. Unit #2 produced 101.2 percent of budgeted generation, 70. 7
percent availability, and 84 percent net RPCF.
Mr. Backus discussed each of the outages. Unit #1 was out on January 20 for a
bearing lube-oil trip, on February 22 for a boiler feedwater pump, and on March 28 for
230-kV switchyard potential turbine failure. Unit #2 was out on February 23 due to the
failure of a reheat outlet tube.
He presented photographs and discussed the Unit #2 major outage. The unit was shut
down on April 21 and is expected to return to service at the end of June. The outage
was extended to replace 378 tubes that had below-allowable thickness. The hot reheat
line welds have been fully inspected. A number of tie-ins for the new bottom-ash
system have been completed.
As of June 5, 2018, the LOS coal inventory contained 693,331 tons of lignite and
119,859 tons of Powder River Basin coal.
LOS received the Employers Support Award from the National Guard during the
month.

11.

Commodity Risk Management Report
Senior Commodity Risk Analyst Nichole Braunberger reported there was no PowerPoint
presentation this month and referred the Directors to the written report in BoardPaq.

12.

Asset Management. Resource Planning & Rates Report
Senior Vice President, Asset Management, Resource Planning & Rates Dave Raatz
reported on the following items:
A.

General Report
TransCanada Pipeline. Mr. Raatz presented a TransCanada Pipeline map showing
the pumping and switching stations in the Basin Electric service territory in Montana
and South Dakota. We have made the required transmission service requests with
SPP and Western Area Power Administration (Western). Transmission studies are
underway. Results will take a couple months. There are issues with the last two or
three sites as there is no transmission in the area. Basin Electric is participating in
meetings to discuss TransCanada Pipeline pumping station issues with Western and
the members every two weeks.
HCPD/LRS. Mr. Raatz reported that Heartland Consumer Power District (HCPD) called
on June 7 to ask that we provide them with a proposal to purchase their portion of LRS.
The previously negotiated purchase price for the LRS Unit #1 asset and generation
was $9.3 million, which included both generation and transmission assets plus a
$10 million payment to terminate our power purchase agreement with HCPD. In
addition, all costs associated with the shutdown of LRS would be shared based on a
"used and useful" methodology.
Load Incentive Rate. Mr. Raatz reviewed the incentive rate concept, noting that
resource cost data does not consider losses, diversity, and planning reserves. This rate
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would be excluded from capital credits for the first four years. Revenue is greater than
our incremental cost to provide. The revenue from selling 1O MW under the incentive
rate is $1.5 million versus $2.5 million under the Rate Schedule A rate. The draft rate
schedule was sent to the Board. The Managers Advisory Committee and Rate
Subcommittee have recommended the Board proceed with approving the incentive
rate program. Following discussion staff indicated they would draft some additional
language for discussion with the Board in July.
Rate Subcommittee Update. A meeting on the treatment of batteries was tentatively
scheduled for June 25 but has now been canceled. Additional discussion on this topic
has been postponed until after the summer.
1991 Subsidiary Profits Report. Mr. Raatz presented the 1991 Subsidiary Profits
Committee Report. Among other things the Committee" ... recommend(ed) that DGC
earnings remain with DGC to help ensure it has available funds to remain in operation
and finance its extraordinary capital requirements"; and (2) "Based on the facts
supplied to the Committee by management, we believe that there are too many
potential obligations, both known and unknown, currently facing DGC to warrant
seeking a declaration or payment of dividends from DGC at this time."
B.

Short-Term Market Summary
Director of Short-Term Trading and Financial Analyst Valerie Weigel reported on the
following matters:
Highlights of SPP May Market Results. SPP operations were ($0.8 million)
unfavorable to budget with the average surplus sales price of 26.27/MWh versus the
budget of $23.50/MWh and an average purchase price of $25. 79/MWh versus the
budget of $24.70/MWh. Above-budget member energy loads led to higher-than-budget
purchased power expense and lower-than-budget surplus sales.
Highlights of West May Market Results. West operations were ($4.6 million)
unfavorable to budget with surplus sales totaling $3.6 million versus the budget of
$5.8 million. The average sales price was $20.69/MWh versus the budget of
$24.17/MWh. Above-budget west-to-east tie flows and below-budget market prices led
to below-budget surplus sales.
Highlights of MISO May Market Results. MISO operations were favorable to budget
by $0.0 million. The average MISO surplus sales price was $26.92/MWh versus the
budget of $28.57/MWh and the average purchase price was $28.58/MWh versus the
budget of $31.51/MWh. Above-budget generation led to above-budget contracted
purchase expense and above-budget surplus sales.
Ms. Weigel noted that the monthly average day-ahead load zone pricing was $18.14 in
May of 2017 and $25.38 in May of 2018.
SPP generator outages in 2018 exceeded the generator outages in 2017 in almost
every time period noted. Generator outages caused the daily generation stack to be
shorter and steeper. On May 14, 2018, approximately 46,000 MW of generation were
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available, 21,000 MW of SPP generation were in outage, and 14,000 MW of
renewables were available. Wind was lower than planned, so quick-starting units were
needed to fill load requirements. On May 31, 2018, approximately 47,000 MW of
generation was available, 15,000 MW of SPP generation were in outage, and
10,000 MW of renewables were available. The load jumped as weather moved through
the heavy load centers.
The May day-ahead average price was $25.38 and the May real-time average price
was $22.01. She reviewed the SPP economic position, SPP cost to serve load, MISO
economic position, and 2019 historical forward on-peak power pricing. The overall
monthly SPP wind-to-toad penetration was 24 percent.
Ms. Weigel then provided an update on baseload profitability, which included
Locational Margining Pricing (LMP) components, baseload generation comparison with
Transmission Congestion Rights (TCR) value, and baseload generation comparison
with TCR value.
In summary, Ms. Weigel reported that LMPs have been approximately $5.00 higher in
2018 than in 2017. Contributing factors include more positive congestion impacts in
2018, extreme weather contributing to higher load levels in 2018, and higher
generation outage levels in 2018.
The key takeaway is that 2018 year-to-date price impacts are largely anomalies. Wind
additions to the market have only increased by 400 MW from the end of 2017 to
present.
Two thousand MW of additional wind generation are expected in 2018, 3,000 MW are
expected in 2019, and 35,000 MW are in the queue.
The summer 2018 outlook is for increased west-side market demand, a slight lift in
SPP market prices, and softer MISO prices. Extra-hot summers are becoming the
norm. If recent forecasts pan out in June, July, and August, this upcoming summer
could join the ranks of the hottest summers on record. She reviewed the June weather
and precipitation forecast, June member energy projections, the SPP forward position,
and the MISO forward position.
Finding solutions for changing and evolving markets include data book updates,
allocation optimization, Spark spread analysis, real-time position view updates, and
PCI software upgrades.

13.

Recess and Reconvention
At 4:25 p.m., the meeting recessed until 8:00 a.m. on Wednesday, June 13, 2018, at which
time the meeting reconvened with President Peltier continuing to preside and SecretaryTreasurer Charles H. Gilbert continuing to keep the minutes.

14.

Roll Call
After calling the roll, the Secretary reported the following Directors present:
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Paul Baker
Charles H. Gilbert
Mike McQuistion
Kermit Pearson
Troy Presser
Thomas Wagner

Leo Brekel
Daniel Gliko, Jr.
David Meschke
Wayne Peltier
Allen Thiessen

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 Bauer, Chris Baumgartner, Tracie Bettenhausen,
Auston Biles, Andy Buntrock, Eric Carufel, Kelly Cozby, Shawn Deisz, Tammy DeWitt, Pius
Fischer, Matt Greek, John Jacobs, Steve Johnson, Becky Kern, Jon Klein, Jason
Krebsbach, Shawnel Maxwell, Gavin McCollam, Darla Miller, Faye Miller, Diane Paul, Dave
Raatz, Terri Schuette, Melinda Weninger, and Michelle Wiedrich. Also present were East
River director Alan Hindeman and DGC Vice President David J. Sauer.

15.

Asset Management. Resource Planning & Rates Report. continued
A.

SPP Capacity Purchase
Director of Long-Term Utility Planning Becky Kern reported that staff is strategically
evaluating all resource alternatives in consideration of low capacity and energy market
conditions. Offers received in response to our Request for Proposals were from
Missouri River Energy Services (MRES) (35/185 MW), Nebraska Public Power District
(NPPD) (100/50 MW), and North Iowa Municipal Electric Cooperative Association
(NIMECA) (18 MW).
Considerations of today's SPP capacity purchase amounts assume continued
operation of the existing coal fleet and termination of the AVS Unit #2 lease in January
of 2021 (we would no longer have access to 340 MW of this capacity). Increased westto-east transfers were not considered due to the uncertainty of the west-side RTO.
There is uncertainty in the 2018 load forecast due to load loss, $70/barrel oil prices,
and the incentive rate.
Ms. Kem reviewed SPP summer season load and capability for the SPP planning area.
The contract with DGC states that Basin Electric will not include DGC obligations in the
Basin Electric planning process for long-term resources. It is projected that we will
begin to fall short of capacity in 2022 if you include DGC power supply obligations.
She recommended moving forward with the MRES capacity purchase and the
purchase of 18-20 MW from NIMECA. This small amount of capacity in 2021to2023
would give us some contingency if we do have to meet the DGC requirement. The
capacity purchase would expand to 200 to 210 MW starting in 2024. We are continuing
with our discussions with NPPD.

Future opportunities include additional Montana capacity purchases from mid-2025 and
beyond and additional west-to-east transfers from mid-2020 through 2030 to meet
member and Synfuels Plant load obligations.
The purchase being recommended is for 35/185 MW from MRES and 18-20 MW from
NIMECA. She compared the cost of the proposed purchases to the cost of a new gas
resource.
The Board of Directors suggested a purchase going out further than 2028. Director
Presser noted that the Marketing Committee had recommended approval of this
purchase to the full Board of Directors.
After discussion, a motion was made, seconded and carried to adopt the following
Resolution:
R01.06-12-18

B.

BE IT FURTHER RESOLVED, that the CEO and General
Manager, or his designee, is hereby authorized to finalize
negotiations and execute agreements to purchase up to 210 MW of
capacity in SPP upon terms, duration, and conditions he finds to be
in the best interests of the Cooperative.

2019 Load Forecast Work Plan
Ms. Kern reported that the 2019 Load Forecast Work Plan outlines and defines the
procedures, processes, inputs, outputs, and expectations that will be used to develop
the 2019 Load Forecast. It will be used for financial planning, budgeting, rate analysis,
transmission planning, and resource development. This is a Rural Utilities Service
(RUS) requirement. While Basin Electric is no longer an RUS borrower, some of our
members are. A technical committee comprised of Class A members was formed to
provide advice on procedures and new developments. The group met on May 29 and
verbally approved this work plan. Staff develops forecasts for approximately 87
members. She reviewed the schedules for the Work Plan and the 2019 Load Forecast,
and recommended that it be approved.
After discussion, a motion was made, seconded, and carried to adopt the following
Resolution:
R02.06-12-18

BE IT RESOLVED, that the 2019 Load Forecast Work Plan is
hereby approved; and
BE IT FURTHER RESOLVED, that the CEO and General
Manager, or his designee, is hereby authorized to execute the
necessary documentation.

16.

Transmission. Engineering & Construction Report
Senior Vice President - Transmission, Engineering & Construction Tom Christensen
reported on the following matters:
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Groton-to-Watertown 345-kV Generation Interconnection Request. The Groton-toWatertown 345-kV generation interconnection request (for construction of a substation) was
made back prior to Basin Electric joining SPP when the Cooperative was part of the
Integrated System (IS) with Western and HCPD. Subsequently, the request went into
suspension. The request has now come out of suspension. As the proposed substation will
be on Basin Electric's Groton-to-Watertown 345-kV line, Basin Electric prefers to construct
the substation. We must use the IS crediting process, which is different from the process in
SPP. Staff continues to work on the necessary agreements. The substation in-service date
is September of 2019. Board authorization will be requested yet this summer.
Mountain West Transmission Group Update. Mr. Christensen reviewed the evolution of
the MWTG process, noting that in March of 2018, the SPP board of directors endorsed its
policy statement supporting MWTG joining SPP. On April 20, 2018, Public Service Company
of Colorado (PSCo) announced its withdrawal from MWTG.
PSCo's withdrawal from MWTG removes the Lamar DC tie and the Denver load (5,000 MW
or 42 percent), leaving DC ties at Rapid City, Stegall, and Sidney. If the Miles City DC tie is
used, MWTG would still have 700 MW of ties to be used to solve for markets on both the
east and the west. Mr. Christensen reviewed the characteristics of the remaining seven
MWTG participants, which now total 16,000 miles of transmission line and 21,000 MW of
generating capacity.
On May 1, the SPP Board issued a statement affirming its March action and statement
regarding MWTG.
MWTG needs to: (1) readdress the cost-shift issues; (2) readdress DC tie cost sharing;
(3) redo the Brattle Group study and the calculation of market benefits; (4) address reliability
coordination services; (5) reassess the policy document; and (7) allow time for the SPP
stakeholder process.

Reliability Coordination Services. On June 5, SPP issued a press release stating that it
looks to bring its experience as a time-tested grid operator to the Western Interconnection
with plans to offer reliability coordination services there beginning in late 2019. In letters to
the Western Electricity Coordinating Council and NERC, SPP indicated its intent to serve as
a reliability coordinator in the west. Twenty-eight western utilities representing approximately
200 terawatt-hours of net energy for load have already signed letters of intent expressing
interest in SPP's reliability coordination services.
A.

Engineering & Construction Report
Vice President of Engineering & Construction Gavin McCollam reported that there were
seven near-miss incidents, three property-damage incidents, four first-aid cases, and
one recordable incident (of a contractor's employee) for the construction group in May.
Mr. McCollam noted that a cross-departmental team continues to work and refine steps
on the draft project approval flow chart presented to the Board in March 2017. The goal
of this chart is to enhance how capital projects are approved and to insure that any
time the Board of Directors is asked for authorization, the proposed project has gone

through a rigorous review by staff and a consensus was reached that the project is
necessary. A smaller group of that team is working on internal procedures,
documentation flow charts, and forms that will formalize that process. The final product
will be presented to the Board in a couple months.

B.

Wheatland TSM Facility Improvements
Mr. McCollam introduced Architect Ill Jason Krebsbach, who reported that the scope of
the Wheatland TSM Facility Improvement project is to provide improved site access
and site security, a secure communications equipment room, maintenance shop
upgrades, improved restrooms, and electrical service upgrades. Pursuant to NERC
Critical Infrastructure Protection (CIP) requirements, the equipment must be located in
a secure room. He presented and discussed photographs of the new communication
room and new shop areas. The Class 2 estimated project cost is $1,759,250, of which
Basin Electric's share is $738,885.
The facility will be located due west of LRS and will share access along Grayrocks
Road. The balance of the total project cost of $2.8 million will come from TSM's
maintenance and operation budget.
After discussion, a motion was made, seconded, and carried to adopt the following
Resolution:

R03.06-12-18

RESOLVED, that the Wheatland Transmission System
Maintenance improvement project is approved at an estimated cost
of $1,759,250 ($738,885 Basin Electric's share); and
BE IT FURTHER RESOLVED, that the CEO and General
Manager, or his designee, is authorized to execute the required
documents.

C.

Amendment to LOS Bottom-Ash Dewatering Project General Contract
Structural Engineering Supervisor Chris Bauer reported that this project was required
to comply with the Coal Combustion Residuals (CCR) Rule and Effluent Limitation
Guidelines (ELG) and will require closure of the existing LOS ponds with ash or ashtransport water. In the future, ash transport waters will be captured and reused instead
of being discharged to the ash pond and miscellaneous process wastewater flows will
be treated before being discharged to the Missouri River.
Three projects are necessary for LOS to comply with the CCR rule and ELG: (1) the
bottom-ash dewatering project; (2) expansion of the coal-yard runoff pond; and
(3) capping and closing Ash Ponds 2 and 3.
To date, 106,660 man-hours have been worked on this project with no recordable
injuries. All construction contracts have been executed. The project is on track for
bottom-ash recycle completion by November 1, 2018 and pond closure by
November 15, 2019.
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The overall budgeted cost of the three projects is $81 .57 million, the committed-to date
amount is $63.92 million, and the estimated cost at completion is $70.51 million.
Mr. Bauer presented and discussed construction progress photos.
He then reviewed the contract change request classifications for the bottom-ash
dewatering project general works construction contract which total $1 ,759,359 and
bring the Industrial Contractors, Inc. general works contract new total to $23,048,736.
After discussion, a motion was made, seconded, and carried to adopt the following
Resolution:

R04.06-12-18

RESOLVED, that the Industrial Contractors, Inc. (ICI)
General Works Construction contract for the LOS Bottom Ash
Dewatering Project be amended to increase the amounts payable to
ICI by $1,759,359 from $21 ,289,377 to $23,048,736; and
BE IT FURTHER RESOLVED, that the CEO and General
Manager, or his designee, is authorized to execute such
amendment.

17.

Research & Development Report
Senior Vice President - Research, Development & Technology Matt Greek reported on the
following items:
Section 45Q Status. Staff continued to focus on the Synfuels Plant as our first and best
opportunity to capitalize on Section 45Q. The next steps are to focus in three areas:
(1) opportunities to optimize the development of the tax regulations; (2) opportunities to
optimize the certainty of permitting and shortening the timeline to compete; and
(3) Revising/tweaking the legislation to get relief on the 12-year sunset provision.
With respect to the first area, staff met at OGC to gain a better understanding of the C02
capture and transport system. Comments will focus on transport and sequestration
requirements for tax regulations. Staff contributed to and supported a Senate letter to the
Internal Revenue Service (IRS) and is also working on an investor letter to the IRS. Staff
expects to summarize the main points for an August meeting with the IRS.
With respect to the second area, staff met with the Energy & Environmental Research
Center (EERC) staff to review the permitting and development work included in the North
Dakota CarbonSAFE program and to discuss optimization opportunities.
A quote taken from Energy Futures Initiative policy paper sums the matter up quite nicely:
"While the 45Q provisions represent a major step forward for emissions reductions, the size
and duration of the credits may be insufficient to incentivize retrofits for the variety of
facilities that are eligible, including many coal and natural gas plants. Also, the long-term
post-injection monitoring, reporting, and verification requirements could become an
impediment for some operators, possibly limiting the universe of those that might otherwise
take advantage of the credits."

Integrated Test Center Status. Construction of the Integrated Test Center is largely
complete pending tenant-specific needs. Contestants are working on preliminary
engineering design for their test rigs. The schedule has the contestants up and operating by
the spring of 2019. The state of Wyoming is working through various lease, insurance, and
permitting items with the contestants. Membrane Technology and Research has approached
Wyoming about use of the large test bay. Their technology uses membranes to separate
C02 from flue gas. This test would be a large-scale pilot test using 200 tons of flue gas per
day.
Current Collaborations:
Allam Cycle. We continue to follow and support work at EERC but are holding on future
commitments unless and until we see enough progress on the Houston pilot project to
support further effort. Current discussion is focused on a possible coal pilot installation at the
La Porte, Texas site or the Synfuels Plant. Basin Electric has provided a letter of support for
that pilot effort.
CarbonSAFE. Work continues on the investigation and development of sequestable saline
aquifers in proximity to DFS and AVS/Synfuels Plant. The current administration has
signaled a lack of financial support for this effort going forward. We will consider carefully
any future opportunities here as the combination of this effort and Section 45Q work could
create more meaningful opportunities.
The University of Wyoming received an award for Wyoming CarbonSAFE Phase II. This
phase is a feasibility study for possible sequestration of C02 in a geologic reservoir in
proximity to DFS. The cost of this phase is estimated to be $12 million, of which Basin
Electric is responsible for $500,000 of in-kind contributions.

REE. Rare Earth Elements work has been limited to providing letter and ash sample
support. NACCO has also done work in this area as have others. Economics to date have
not been attractive enough to support further work.
Carbon Dioxide Cleanup from Rectisol. Our primary C02 source at the Synfuels Plant is
from the Rectisol process. This C02 contains acid that makes it unattractive for enhanced
oil recovery in the Bakken sweet oil fields. This work, funded by the LEC, looks at recovering
the acid and creating a clean C02 stream. A contract between EERC and LEC has been
approved, and work on the project started the week of June 4, 2018.
Emerging Technologies:
Flow Batteries. Flow Batteries are batteries that use electrolytes rather than a fixed
electrode. They offer both higher capacity and greater storage capability than a conventional
battery, making them a better choice for grid-scale storage. Costs may also be more
favorable. While current battery costs run around $200/kWh, some project that flow batteries
could achieve a cost of $20/kWh. On April 25, 2018, House Resolution 5610 was introduced
in the U.S. House of Representatives. The resolution would direct DOE to provide
$45 million of funding for storage research development and demonstration, resulting in
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three grid-scale storage demonstration projects with costs less than $100/kWh and a
minimum four-hour duration no later than September 30, 2028.

Next Steps. With respect to flow batteries, the next steps are to consider support for H.R.
5610 and continue to look at opportunities to participate in R&D with respect to grid-scale
storage.
With respect to renewable ammonia, next steps are to continue our research to determine if
one or more of the current or future research efforts merit our monitoring and participation.
Iowa State University suggested two professors for work in this area and invited Cooperative
staff to visit their facilities and to consider investigation of ammonia as a grid-scale storage
solution. The Ames National Laboratory has also invited Basin Electric to visit. EERC is
doing work on ammonia as well.

18.

Member Services & Administration Report
Senior Vice President, Member Services & Administration Chris Baumgartner reported that
annual meeting planning continues. The annual meeting reception will be at the
Headquarters Building Atrium the evening of November 6; the annual meeting will be at the
Bismarck Event Center Exhibition Hall on November 7; and the members-only
discussion/meeting will be at the Bismarck Event Center on the morning of November 8. The
Baymont, which provided catering last year, was the low bidder and the Board agreed that
the low bid should be accepted.
Potential annual meeting speakers included EPA Administrator Scott Pruitt,
engineer/physicist Mark Mills (Manhattan Institute), EPA Region 8 Administrator Doug
Benevento, and EERC CEO Tom Erickson.
Manager of Strategic Planning/Member Support Andy Buntrock walked through the strategic
dashboard created with help from the Information Systems & Technology division. The
dashboard is now available for view by the Board of Directors. Additional buildout on the
dashboard continues.

A.

Board Policy Review
There being no revisions to Board Policy 01, Renewable Resource Obligations Policy,
which was distributed last month, Mr. Baumgartner recommended that it be reaffirmed.
A motion was made, seconded, and carried to adopt the following Resolution:

ROS.06-12-18

RESOLVED, that Board Policy 01, Renewable Resource
Obligations Policy, is hereby reaffirmed.

Senior Vice President & Chief Financial Officer Steve Johnson distributed and
reviewed the Board Finance Committee's suggested revisions to Board Policy 02,
Fiscal Policy, which had been distributed to the Board of Directors last month. He
asked that any suggested deletions, revisions, or additions be sent to him. Approval
will be requested next month.
Mr. Baumgartner reported that a Chevrolet Bolt has been purchased as part of the
Cooperative fleet. This vehicle contains a lithium-ion battery and has a 200-mile radius.
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Mr. Baumgartner then presented a television advertisement of a Falkirk Mine employee
who drives an electric vehicle powered by North Dakota lignite and the economic
benefits (15,000 jobs) of supporting the North Dakota lignite industry.

19.

Human Resources Report
Senior Vice President - Human Resources Diane Paul reported that year-to-date, 76
employees have either retired or provided their notice of intent to retire in 2018.
To date, 178 employees have contributed $22,250 to participate in "Casual for a Cause", a
fundraising project where employees may dress casually from Memorial Day through Labor
Day, except when they have a meeting that requires traditional business attire. The
proceeds will go to Aid, Inc. and the Great Plains Food Bank.
Ms. Paul reported that she has visited with Dr. Kaspari and his staff regarding additional
services and equipment that could provide a good payback if it were offered or purchased by
the Cooperative. Under evaluation are the purchase of a medical resonance imaging
machine, the addition of an administrative assistant/receptionist position, the addition of
preventative screenings, and offering additional vaccines to promote employee health.

A.

Vanguard Investment Committee Update
Ms. Paul reported that the 401 K Investment Committee has a fiduciary responsibility (a
legal obligation) to protect the best interest of the employees. Current Committee
members are Chad Edwards, Mark Foss, Dale Johnson, Steve Johnson, Becky Kern,
Diane Paul, and Paul Sukut. Members at large are Lindsey Kostelecky and Susan
Sorensen. Basin Electric and DGC have used Vanguard for their 401 K plans for 25
years.
Mr. Johnson reported that the 401 K Investment Committee meets at least twice a year
and its primary role is complying with Employee Retirement Income Security Act
guidelines and ensuring employees are given an ample number of bond, equity and
index funds from which to choose. ACG has been retained as a consultant to ensure
the committee is meeting its fiduciary responsibilities. ACG had no recommended
changes, but provided a more in-depth Investment Policy Statement for the
Committee's consideration. ACG also reviewed the funds currently offered and said
they would do nothing differently. They did question why specific funds tied to health
care and energy were offered. Mr. Johnson noted that six percent of the total funds are
invested in the health-care fund and the fund has done very well. ACG said that while it
is unusual to include a health care or an energy fund, they would not recommend
eliminating either at this point in time. ACG listed ten different items the 401 K
Investment Committee may want to review. The Investment Committee will meet again
to review ACG's suggested Policy Investment Statement, fund recommendations and
other items.
It was reported that the Basin Electric and DGC 401 K plans have very good
participation with 2,305 active participants at this time. Last fall, we began to
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automatically enroll new employees in the 401 K plan. The new employee is initially
enrolled in an age-appropriate target retirement date fund.
B.

Safety Report
Cooperative Safety Administrator Auston Biles reviewed the evacuation route for the
north wing of the seventh floor of the west building.
He noted that last month's focus card was on tornadoes and there was a tornado at
DFS on June 1. Within minutes, all employees had sheltered in safe locations.

20.

Financial Services Report
AVS Unit #2 Leveraged Lease. Senior Vice President & Chief Financial Officer Steve
Johnson reported that AVS Unit #2 is under lease through December of 2020. By end of
2018, the Cooperative is required to provide each lessor with either a letter of intent to each
lessor to return their undivided interest in the unit, extend the lease, or purchase the
undivided interest in the unit. On April 30, Basin Electric submitted a letter to the lessors
stating that the asset would be returned to them at the end of 2020. Daimler asked if Basin
Electric wanted to purchase its interest in AVS Unit #2. We indicated an interest in
purchasing the capacity only. That was not acceptable to Daimler. Daimler called this
morning to report that it has entered into an agreement to sell the 36 MW it owns to another
party.
Moody's Investor Service Affirmation of Rating. Moody's Investor Service (Moody's)
reviewed Basin Electric's credit based on last year's financial performance and reaffirmed
the "A3 with stable outlook" rating.
Rating Agency/Banker Presentation. Mr. Johnson noted that the typical rating
agency/banker tour will be held in December rather than this summer. Staff and a couple
directors will fly to New York City on July 30, meet with the bankers in the $500 million
revolving credit facility the morning of July 31, meet with Moody's the afternoon of July 31 ,
and fly back to Bismarck on August 1. David Bodek of S&P Global Ratings is scheduled to
meet with the Board during the August meeting.
CFC Forum. Sue Sorensen is currently attending this conference. Next year, this
conference takes place July 1-3, which won't conflict with a Board meeting. He noted that
this would be a good conference for the Directors to attend.
Economic Update. Mr. Johnson compared the June 2017 and June 2018 U.S. Treasury
Yield Curves, as well as the yield curves for April, May, and June 2018. He noted that the
yield curve has gone up 93 basis points on the short end over the past year. He reviewed
current economic statistics and workforce demographics. The Federal Open Market
Committee is meeting June 12-13 and the Committee is expected to increase short-term
interest rates by 25 basis points.
A.

Investment Manual
Mr. Johnson reviewed the minor revisions and clarifications made since the draft
Investment Manual was distributed to the Directors last month. After answering
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questions, he recommended that the revised Investment Manual be adopted. After
discussion, a motion was made, seconded, and carried to adopt the following
Resolution:
R0&.06-12-18

B.

BE IT HEREBY RESOLVED, that the Board of Directors
hereby adopts the revised Investment Manual as part of the
Investment Management section of Board Policy 2a. for Basin
Electric Power Cooperative in the form presented at this regularly
scheduled meeting and included in the meeting materials,
superseding and replacing all prior versions of the Investment
Manual.

Accounting Report
Accounting Analyst Ill Melinda Weninger reported that the May 2018 Statement of
Operations reflects a net deficit of $7.7 million compared to the budgeted net deficit of
($21 .6 million) for a favorable variance of approximately $13.9 million.
Estimated member revenue for May is $118.8 million. Member sales were
approximately $4.7 million higher than budget. The $4. 7 million above budget includes
April negative actualization of $0.6 million. May sales were $5.3 million more than
originally forecasted . A positive volume variance of $10.2 million (159,000 MWh) and a
negative price variance of $4.9 million is estimated.
Estimated surplus sales revenue for May is $9.5 million compared to the budget of
$12.8 million. Surplus sales were approximately $3.3 million lower than budget. The
$3.3 million below budget includes April negative actualization of $0.4 million and a
correction of $2.3 million. May sales are estimated to be $0.6 million less than originally
forecasted. A positive volume variance of $0.2 million and negative price variance of
$0.8 million is estimated.
Operating costs were approximately $4.0 million less than budget. Fuel expenses were
$6.3 million more than anticipated. Purchased power was $3.8 million less than budget
due to lower prices and higher generation. Wheeling expenses were $2.1 million less
than anticipated. System control and load dispatching was $2.1 million less than
budget due to a settlement related to prior years. Steam expenses were $0.9 million
less than budget due to the LRS outage.
Maintenance expenses were $7 .8 million less than anticipated due to timing of
maintenance outages at LOS and LRS. The remaining differences were spread across
all other maintenance categories.
Ms. Weninger then reviewed year-to-date consolidated net income and changes to the
balance sheet and month-end cash.
Basin Electric's May Equity-to-Asset ratio was 19.3 percent compared to 19.6 percent
in April. The May Equity-to-Capitalization ratio using the Moody's methodology (both
without the consolidation entry for The Coteau Properties Company) was 22.2 percent
compared to 22.8 percent in April. The May Equity-to-Capitalization ratio based on
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indenture requirements for patronage distribution was 23.8 percent compared to
23.9 percent in April.

21.

Directors' Reports
Director Pearson reported that East River hired Mike Gaspers to head East River's new
business development division. Mr. Gaspers is currently the South Dakota Secretary of
Agriculture, is a former state legislator, and has been very involved with state government
and economic development.
Director Pearson reported that a Lake Region Electric Association lineman was badly injured
when he came into contact with a transmission line. He is currently at the St. Paul Burn
Center.
Director Brekel reported that Arkansas River Power Authority (ARPA) has been supplying
power to a number of municipals in the Tri-State Generation & Transmission Association
(Tri-State) service territory. Approximately five years ago, ARPA changed generators from
natural gas to coal, but the coal generator never worked properly. Tri-State will serve this
50- to 60-MW residential load through its members Southeast Colorado Power Association
and San Isabel Electric Association. This is a very good load for Tri-State.
Director Gilbert reported that long-time Com Belt Power Cooperative administrative
assistant Diane Wempen (who retired a year ago and has been battling cancer) passed
away recently.
The Duane Arnold nuclear power plant will possibly close in 2025, so its depreciation
schedule was accelerated, which will increase Com Belt's depreciation costs by
approximately $1 million per year.
He also reported that one of Com Belt's big boom trucks caught fire this morning. The fire
was traced to a tool box containing a Milwaukee battery.
Director Peltier thanked staff involved in the District 9 information meeting yesterday.

22.

Recess and Reconvention
At 11 :55 a.m., the meeting recessed until 1:OO p.m., at which time the meeting reconvened
with President Peltier continuing to preside and Secretary-Treasurer Charles H. Gilbert
continuing to keep the minutes.

23.

Roll Call
After calling the roll, the Secretary reported the following Directors present:
Paul Baker
Charles H. Gilbert
Mike McQuistion
Kermit Pearson
Troy Presser
Thomas Wagner

Leo Brekel
Daniel Gliko, Jr.
David Meschke
Wayne Peltier
Allen Thiessen

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, Tom Christensen. Matt Greek, John
Jacobs, Diane Paul. and Dave Raatz. Also present was DGC Vice President David J. Sauer.

24.

Executive Session
At 1:00 p.m., the Board of Directors recessed into executive session to discuss labor
negotiations with the International Brotherhood of Electric Workers Local #612.
The Board of Directors arose from executive session at 2:45 p.m.

25.

Date and Time of Next Board Meeting
President Peltier reported that the next regularly scheduled meeting of the Board of
Directors will begin on July 10, 2018 starting at approximately 1:00 p.m. CDT.

26.

Adjournment
President Peltier adjourned the meeting at 2:47 p.m.

~
Secretary-Treasurer
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