BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING MINUTES

REGULAR MEETING
(via electronic media at the Alaska Energy Authority’s Board Room)
Anchorage, Alaska
June 8, 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 Wednesday, June 8, 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:

John Foutz City of Seward

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

Bob Day Homer Elecftric Association

Henri Dale Golden Valley Electric Association

Jim Posey Anchorage Municipal Light & Power

Bryan Carey Alaska Energy Authority

3. PUBLIC ROLL CALL

Mike Cunningham, CEA (teleconference)

Burke Wick, CEA

Rick Miller, AML&P

Doug Hall, AML&P

Brian Bjorkquist, Department of Law

Kirk Gibson, McDowell Rackner & Gibson PC (teleconference)
Linda MacMillan, AEA

Karin St. Clair, AEA

May Clark, AEA

4.  PUBLIC COMMENT

There were no public comments.

5.  AGENDA COMMENTS / MOTION FOR APPROVAL

The agenda was approved with no objections.

6. APPROVAL OF MEETING MINUTES — March 14, 2011

The March 14, 2011 meeting minutes were unanimously approved.
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s NEW BUSINESS

7A.  Authorize refund of $360,000 representing estimated FY11 Operating Budget
Surplus

The operating surplus is composed of higher interest income and lower FERC land use fees
than budgeted, offset by anticipated cost of Dave’s Creek cooling system repair.

MOTION: Mr. Day moved that the Bradley Lake Project Management Committee
approve the attached amended FY11 Budget and refund the $360,000
reduction in budget to the utilities by June 30, 2011. Seconded by Mr.
Carey.

A roll call vote was taken:

City of Seward: Yes
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 passed unanimously.
7B. Update on Bradley Property Insurance Renewal

AEA received the proposal for the FY12 Bradley property and equipment insurance from
ARECA. The expiring premium for this year is $511,000, renewing premium for next year is
$473,000 under the same policy as before. Earthquake coverage is $50M with Zurich being the
secondary insurer. The BPMC had no questions.

7C.  Update on Battle Creek Diversion Project

AEA met with resource agencies on April 21, 2011, and they appear positive to the Battle Creek
diversion and have few fish or terrestrial issues. We are moving forward. The BPMC has a
$500K Renewable Energy Fund (REF) matching grant request in and we await the Governor’s
actions on the bill. This year we will be performing our second year of fish surveys. A fish
survey was done at low water in May and there were no fish found in the beaver pond following
the winter. A terrestrial survey will be requested by FERC which will consist of a helicopter
search for eagle nests. Bear and moose are the main animals in the area. We are tentatively
planning a public meeting in Homer at the end of July. In regards to fisheries, if all water is
diverted at the 2,000 foot level, the difference in the water level at tidewater will be .1 or .2 feet:
so the resource agencies do not believe this to be controversial. Environmental flow will be
minimal if we have to install a valve. R&M will perform geological survey work this summer;
rock types are already known from original permitting, to be followed up this winter with
conceptual design which would be brought to 65% completion. We will begin the formal
preliminary permit process with FERC, which we should receive in 2013 or early 2014. Mr. Dale
asked what the $15M legislative request for the diversion was based on. Mr. Carey said that
number was requested by ARCTEC. Chair Evans added that amount was based on 50% match
funding of the latest construction estimate. Mr. Carey said when the conceptual 65% design is
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completed later this year, another cost estimate will be written. For the FY ending in June we
have spent $300,000 on this project. We are also expecting $500,000 from the REF grant
which will be matched by the BPMC. We will verify this summer the ditch approach versus
tunnel. An update on terrestrial and aguatic surveys will be provided at the end of summer, but
no cost estimate updates will be done. R&M prepared a document in March that describes the
ditch work alignment and percentages of slope and drainages, which will be provided to the
BPMC.

7D. Updated on FERC Land Use Fees
Mr. Gibson provided an update on FERC Notice of Inquiry (“NOI”) regarding land use fees.

The members of the Group that the BPMC joined to submit comments in the FERC proceeding
regarding FERC's development of a new methodology for determining hydro project land use
fees now represents about one-third of the total federal acreage that will be subject to those
fees. The Group’s counsel has produced a comprehensive land use fee calculation
methodology proposal which was submitted to FERC this month. It's unknown how long the
process will take. The primary thrust of the Group’s proposal points out that hydro project land
is almost always not suitable for agriculture or urban type uses, which makes FERC’s use of
unadjusted agriculture land values or urban land values inappropriate. A winter photo of the
project taken at a recent FERC inspection make a strong case for Bradley Lake's limited
potential land uses. The proposal also points out that lands surrounding a hydro project
generally can be, and usually are, used for exactly the same purposes that existed before the
project was built, and that the public is only excluded from a small portion of the project lands for
safety or security reasons. Finding a suitable land-value index for FERC to use as a base for its
fee calculations has proved to be difficult. The proposal recommends taking the National
Agriculture Statistical Service (NASS) estimates of land values for each project's lands and
reducing them by 40 percent would be a fair valuation of methodology and can be periodically
updated. Previously, FERC methodology used Anchorage land values for Bradley Lake lands.
The final piece of the proposal is to adopt a single “encumbrance factor” of 30 percent for
transmission and non-transmission land uses. The encumbrance factor is designed to reflect
the reduced potential usage of transmission rights of way. The Bradley Lake Project’s share of
the Group's fees will total about $4,200, of which $1,460 has already been invoiced. Counsel
will provide the BPMC with an accurate estimate of what the costs are likely to be under the new
calculation, which will probably be the same or better as before. Counsel’s analysis of the
Group’s proposal and the results it yields shows that it provides reasonable and fair results for
the Bradley Lake Project.

8. COMMITTEE REPORTS/COMMENTS
8A. Operator’s Report — Bob Day

Water inflow projection is poor, down about 15-20% from normal water year. Exciter equipment
and design was finalized with Basler and delivery is expected late July. Unit maintenance
outages have been rescheduled to October due to delays in new excitation equipment delivery.
The final draft “Dam Safety & Surveillance Monitoring Plan” was completed by R&M and Hatch
and was sent to AEA for review, then on to FERC for review. ROW clearing work from Bradley
Lake to Bradley Junction was completed. CEA replaced metering recorders. Gate hydraulic
system nitrogen accumulators in the power tunnel gate house were charged. New gas
monitoring systems was installed in the PT gate house. Installed public boat dock and repaired
hinge on the dock. HDR continues work at Battle Creek. Penstock testing was done on June 6.
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Diversion inspections are scheduled for June 13. USGS gage testing will be done in early June.
FERC Part 12 inspection will be conducted in mid-July. HEA personnel are moving around and
one has gone to work on the slope. We offer our condolences to the family of Ashley
Udelhoven, a former HEA employee and colleague. Senator Murkowski may be visiting Bradley
Lake in the near future. O&D annual site visit will be held on June 9 and the utilities have an
open invitation to visit the project.

8B. Comments

Chair Evans suggested discussion on a formal R&R (Repairs & Replacement) Fund, perhaps
10 percent of the original project construction cost, which would contain more funds than our
current R&C fund. This subject should be revisited every decade or so in terms of how the
underlying conditions change around the necessity for an R&R fund. The BPMC needs to have
a discussion to decide or not to do this and should think about this before the next meeting. Mr.
Posey suggested that perhaps the yearly overage refunds could be put into this fund. Ms.
MacMillan said she thought the original bond covenant had a provision for an R&R fund that the
utilities in the past had decided not to fund. She will look into the bond paperwork and report
back to the Committee.

2 NEXT MEETING DATE

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

The meeting adjourned at 10:39 a.m.

BY: _Torebhan Zocn,
Qrad Evans, Chair

ATTEST: f {

Alaska Energ&aﬂwonty, Secretary
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