BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING MINUTES

REGULAR MEETING
(via electronic media at the Alaska Energy Authority’s Board Room)
Anchorage, Alaska
March 14, 2011 - 10:00 a.m.

1. CALL TO ORDER

Chair Brad Evans called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 10:00 a.m. on Monday, March 14, 2011, from the AEA
Boardroom, Anchorage, Alaska, to conduct the business of the Committee per the agenda and
public notice.

2, ROLL CALL

Roll was called by May Clark. The following members were present:

Joe Giriffith Matanuska Electric Association (teleconference)
Brad Evans Chugach Electric Association

Brad Janorschke Homer Electric Association

Brian Newton Golden Valley Electric Association (teleconference)
Doug Hall Anchorage Municipal Light & Power

Bryan Carey Alaska Energy Authority

3. PUBLIC ROLL CALL

Mike Cunningham, CEA (teleconference)

Bob Day, HEA

Burke Wick, CEA

Henri Dale, GVEA

Rick Miller, AML&P

Brian Bjorkquist, Department of Law (teleconference)
Kirk Gibson, McDowell Rackner & Gibson PC (teleconference)
Linda MacMillan, AEA

Christel Petty, AEA

Judy Bradshaw, AEA

May Clark, AEA

4. PUBLIC COMMENT

There were no public comments.

5. AGENDA COMMENTS / MOTION FOR APPROVAL

Operator’s Report, to be presented by Mr. Kingrey, was added to the agenda as Item 7F with no
objections.
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6.  APPROVAL OF MEETING MINUTES

June 3, 2010, September 14, 2010 and December 29, 2010

The meeting minutes were approved with the following corrections to the June 3, 2010 minutes:
Page 4, 8A re: Middle Fork flows, should read: “to request flow deviations...”

Page 6, 8C: the Manufacturer, written as Sweetwater should be “Swede Water”

& NEW BUSINESS
7TA. Battle Creek Update (Bryan Carey)

Mr. Carey referenced the R&M March 8, 2011 letter regarding preliminary feasibility study for
capturing Upper Battle Creek Drainage Basin/Potential Diversions. The tunnel method will cost
about $50M, however, the ditch option would be less costly and R&M came up with a cost
estimate using 30% contingency at about $31M. The Stone & Webster calculated flows in the
Preliminary Feasibility Study were higher than measured by USGS. We installed the gauge last
year, but we don’t have the high summer flows yet. Diverting 100% flow would be around
44,000 acre feet and diverting 80% flow during summer is about 36,000 acre feet MWh. This
year the flows may be low due to snowmelt. Snow-Water equivalent at Nuka glacier is about
65% of normal. We will meet with the resource agencies next month to discuss specific
environmental flows. We’d like to divert 80% or more of the flow. If they counter with a 50%
conceptual flow offer, we need to decide how to proceed. If they conceptually agree to a
diversion of around 80%, then we will continue. We hope to have this issue resolved within the
next month. USFWS and NMFS tended to let Fish & Game take the lead on this matter. This
would be a non-capacity amendment to the Bradley license and would not require an
Environmental Impact Statement, but will require an Environmental Assessment. Jim Thrall has
done a lot of the environmental compliance work. One year ago it was estimated that the
licensing and permitting costs will be about $2.5M. The winter coho habitat is the most important
to the resource agencies. Diversion would not occur during the winter and the flow would
remain the same. We believe that State DNR owns the land, it was transferred to DNR from
BLM; therefore, no additional FERC land use fees would be required. We may also be able to
improve the habitat by using the old Martin River gravel pits which are now flooded. There’s an
existing small diversion structure on Battle Creek which is included in the Bradley license.

The pending grants were discussed. One has been applied through ARCTEC and the other
that CEA applied for on behalf of the BPMC in the State’s Renewable Energy Fund (REF). Mr.
Hall pointed out that (Mr. Posey requested) we not proceed with additional funding until the REF
monies are granted. We should know within the next six weeks. Mr. Griffith suggested the
BPMC write a letter of support for the ARCTEC funding, inasmuch as the REF request appears
to be in good standing. Chair Evans will research this stating a letter of support signed by the
BPMC participants may be in order.

7B.  Approve FY12 Operating Budget

Ms. MacMillan stated the budget was approved by the Budget & Finance committee and that
the O&D (Operations & Development) Committee may ask for changes to the
recommendations. The overall FY12 budget will show a decrease of about $1.2M due to FERC
land use fees, Series 5 bond refunding and non R&C capital purchases recommended by the
Budget & Finance Committee. The budget included $1,000,000 for Battle Creek feasibility
studies to be paid one half by the utilities and one half by a matching grant from AEA
Renewable Energy fund. If the grant is not awarded, then the budget will be amended to
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remove that item from the R&C portion of the budget. The large capital projects to be financed
over four years are SCADA and plant controls, Battle Creek feasibility and replacing the fire
alarm system.

Mr. Janorschke asked why the Operations and Development committee budget
recommendations were modified by the Budget and Finance committee. He also inquired about
removal of the helicopter pad repairs since it is a safety matter. Mr. Cunningham said the
committee modified recommendations in Schedule A-1, which was originally proposed at
$815,000. The finance committee was concerned when seeing a trend over the last three years
of significant increases each year. They requested Mr. Day to review and prioritize each of the
items in order to level out the annual expenditures.

Mr. Day said the Operations & Development committee made their recommendations for capital
expenditures based on long range plan (30-50 years) for repairs and replacement. Many of the
items proposed for FY12 were small capital repairs that were put into Schedule A-1 by the
finance committee, rather than in the R&C fund. The BPMC approved seven items that the
budget subcommittee removed, totaling $253,000.

The BPMC decided to approve the budget as proposed and requested the O&D Committee to
meet with the Budget & Finance committee to determine if an amended budget is required to
put the items back.

MOTION: Mr. Griffith moved that the Bradley Lake Project Management Committee
approve the fiscal year 2012 Operating & Capital Budget as presented.
Seconded by Mr. Newton.

A roll call vote was taken:

City of Seward: (absent)
Matanuska Electric Association: Yes
Chugach Electric Association: Yes
Homer Electric Association: Yes
Golden Valley Electric Association: Yes
Anchorage Municipal Light & Power: Yes
Alaska Energy Authority: Yes

The motion unanimously passed.
7C.  Authorize refund to utilities of FY09 and FY10 overpaid FERC land use fees

Mr. Gibson suggested and the Chair agreed to moving Item 7E to this point of the meeting and
combining the same subject discussion. There were no objections.

In February, the DC Circuit Court ruled in favor of the group that the BPMC joined with 15 other
hydro facilities (the group now represents 35% of all federal acres subject to FERC) to protest
FERC’s implementation of increased land use fees. This determination resulted in a refund of
$190,000 to the BPMC utilites and savings over three years of $1.2M. In March, FERC
adopted a more open approach to developing new methodology, by issuing an Notice of Intent
before issuing a Notice of Proposed Rulemaking, which will hopefully allow us a chance to help
shape FERC's methodology proposal in the early stages — deviating from the original process
from the USFS on how to value land. Although the process will be long, this is the first time
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rulemaking will be of benefit to the BPMC and we need to think about the new methodology.
Until this is finished, FERC will be calculating the annual fees according to the 2008 fee
schedule. The budget for this legal effort was about $50,000. Previously the BPMC has paid
10% of the bills, but will now pay about 3.69% now that the larger utilities will pay a greater
share of the costs, agreed by them in February. Since the last meeting we received two bills but
should still be under the additional $20K authorized by the BPMC.

After a discussion on how the funds should be refunded to the utilities, the motion was amended
as follows:

MOTION: Mr. Janorschke moved that the Bradley Lake Project Management
Committee approve refund of the excess FERC land use fee paid in FY09
and FY10 as received to the participating utilities. Seconded by Mr. Hall.

A roll call vote was taken on the amended motion:

City of Seward: (absent)
Matanuska Electric Association: Yes
Chugach Electric Association: Yes
Homer Electric Association: Yes
Golden Valley Electric Association: Yes
Anchorage Municipal Light & Power: Yes
Alaska Energy Authority: Yes

The motion unanimously passed as amended.
7D.  Authorize renewal option for audit services from Swalling & Associates

Mr. Cunningham stated the finance committee recommends approval of this item and the total
fee increase amounts to $325/year, with a total contract amount of $14,000.

MOTION: Mr. Janorschke moved that the Bradley Lake Project Management
Committee approve a one year renewal of the contract with Swalling and
Associates for audit services and also provide 2.5% audit fee increase per
2010 CPIl index for Anchorage. Seconded by Mr. Newton.

A roll call vote was taken:

City of Seward: (absent)
Matanuska Electric Association: Yes
Chugach Electric Association: Yes
Homer Electric Association: Yes
Golden Valley Electric Association: Yes
Anchorage Municipal Light & Power: Yes
Alaska Energy Authority: Yes

The motion unanimously passed.

7E. FERC Land Use Fees Update — combined with Item 7C. There were no questions
nor objections.
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7F. Operator’s Report (Jim Kingrey)

Completed 2010 with only one first aid event and no recordable injuries. Over excitation trips
occurred on Unit 2 during normal unit shut down due to failed latch coil on 4M2 master control
relay resulting in the generator field breaker remaining closed during shutdown until being
tripped open by relay action. Latch coil was replaced and the unit has operated properly since.
Potable water well pump stopped pumping on 1/18/2011 and was discovered to be badly
corroded, pump and piping replaced. Repaired PT gatehouse sump pump, inspected
accessible areas of the dam area and no abnormalities were found. Repaired control room
SCADA RTU-15 due to failed card. Replaced RTU 2 in January due to problems. Power tunnel
gate house UPS will be replaced to improve reliability. Received new inverter on 1/28/2011
which was damaged in shipment. Working with vendor and UPS for repairs. Basler Electric
successful bidder to replace excitation system with integrated PSS. Working with ML&P and
local vendor to develop & configure electronic plant log book. Working with R&M and Hatch to
complete final draft of Dam Safety & Surveillance Monitoring Plan. Document control
conversion of manuals to electronic storage continues. Completed FY12 O&M budget
preparations.

8. NEXT MEETING DATE

The next meeting will be at the call of the Chair.

9. ADJOURNMENT

The meeting adjourned at 11:06 a.m.
BY;(%(Q}&-@U{M
. <§rad Evang, Chair
ATTEST: 7){ r 4/—\.a
/

Alaska Energy Authoritsyec’retary
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