BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
January 27, 2014

1. CALL TO ORDER

Chairman Evans called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 1:31 p.m.

2. COMMITTEE MEMBERS ROLL CALL

Cory Borgeson Golden Valley Electric Association (GVEA)
Bryan Carey Alaska Energy Authority (AEA)

Bradley Evans Chugach Electric Association (CEA)

Joe Griffith Matanuska Electric Association (MEA)
Richard Miller Anchorage Municipal Light & Power (ML&P)
John Foutz City of Seward (SEW)

Brad Janorschke Homer Electric Association (HEA)

3. STAFF/PUBLIC ROLL CALL

Kirk Warren, Kelli Veech, Teri Webster (AEA); Brian Bjorkquist (Department of Law); Kirk
Gibson (McDowell Rackner & Gibson PC); Brian Hickey, Burke Wick, Mark Johnson, Paul
Risse (CEA); Robert Day, Harvey Ambrose, Alan Owens (HEA); Jim Brooks (MEA); Lou Agi,
Jeff Warner(ML&P); Bernie Smith (Regulatory Commission of Alaska); Matt Clarkson, Robin
Brena (Brena Bell & Clarkson); Ron Woolf (GVEA); Sunny Morrison, Miranda Studstill (Accu-
Type Depositions);

4. PUBLIC COMMENT

There were no public comments.

o. AGENDA COMMENTS/MOTION FOR APPROVAL

The agenda was approved as amended.

6. OLD BUSINESS
A. Telemetry of Bradley Lake into Chugach Load Balancing Area (Res. 2014-01)

MOTION: Mr. Griffith made a motion to approve Resolution 2014-01. Motion seconded by Mr.
Foutz.

Mr. Miller asked if this item is under the dispute resolution issue. Mr. Griffith does not believe so.
Chair Evans stated he did not see there was a dispute with the resolution, but supposes it could become
one.
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Mr. Janorschke stated HEA's opinion is the BPMC does not have authority within the HEA system to
dictate where the points are. Mr. Janorschke stated HEA will not abide with what is listed in this
resolution. He noted the Committee heard HEA's discussion in front of the Regulatory Commission
and so he will not restate the argument.

Mr. Griffith asked Mr. Janorschke why HEA objects to this resolution. Mr. Janorschke believes there
is a much easier way to monitor and measure the system. It is at Bradley Junction and at Quartz. Mr.
Day stated these are the ownership boundaries of the system and the points which should be measured.
He said neither load balancing authority is supposed to be a burden on the other. The metering points
should be agreed upon and use joint points to meter.

Mr. Borgeson requested a description of Resolution 2014-01. Mr. Hickey explained there are at least
two ways to telemeter load balancing areas between Chugach and Homer. The one the wheeling
utilities in Chugach have proposed here takes the assets that are under the Bradley agreement,
transmission services and transmission capability and sharing agreement, and includes them and the
two static var compensators (SVC) in the same load balancing areas, as well as the power plant. This
reduces the loss issue that HEA has by probably 80%. It maintains the facilities under the contracts
within one load balancing area and it maintains all of the Bradley assets in one load balancing area.

Mr. Foutz asked for the definition of telemetering. Mr. Hickey explained it is a metering point. There
is no disagreement about the magnitude of the losses. What generators try to generate the losses
depends on where the meters are read. Telemetry is the actual communications path to a meter that
reads that meter.

Mr. Borgeson asked if this was the way the metering was conducted into the Chugach load balancing
area as of December 31, 2013. Chair Evans stated this is what is left of it after Homer would take the
balance of the facilities and put it in their load balancing area. It is a division between the Homer
system and the Bradley Lake system.

Mr. Borgeson asked if this was also referring to the controls at the meters. Chair Evans noted it is not
necessarily referring to the controls and that would normally be associated with a breaker. Mr.
Borgeson asked HEA why they so strongly object to this. Mr. Ambrose commented the assets in
discussion belong to HEA. HEA wants to operate the assets because they have a right to do so. Mr.
Ambrose disagreed with Mr. Hickey that there is an agreement on losses. There is no agreement on
losses. Mr. Ambrose stated there are losses that have historically occurred on portions of the HEA
system for which there has never been compensation. Changing the telemetering location will not
solve the problem completely, but it would greatly reduce the differences of opinion about losses and
what is called "inadvertent” interchange of power. Mr. Ambrose believes the appropriate metering
points are Bradley Junction and Quartz Creek. Mr. Ambrose stated this proposal has never been tested
and HEA does not recognize it and does not intend to.

Mr. Brena commented the hand-off of power under the Bradley Lake agreement occurs at the Soldotna
Substation and CEA's right to wheel and operate the system from the Soldotna Substation north is set
forth in the services agreement and in multiple places. The disagreement began when the wholesale
power arrangement lease with CEA expired and HEA has taken the position that expiration unilaterally
changed the services agreement. Mr. Brena advised the wholesale power lease was not part of the
Bradley Lake agreements. Under the Bradley Lake agreements, CEA has the right to wheel, operate,
maintain and repair the SQ Line. This resolution maintains the parties' relative rights to each other
under the services agreement to the SQ Line until the issue of whether or not the services agreement
has expired because of the expiration of the lease can be addressed by the parties. Right now, CEA and
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HEA are both trying to operate the same segment of transmission line, which create many safety and
reliability issues. Under the terms of the Bradley Lake agreements, when there is a dispute, the status
quo position is maintained until the dispute is resolved. That is not what is occurring now, which raises
safety and reliability issues. Mr. Brena believes this resolution should be passed.

The motion passed, with AEA abstaining and HEA voting no.

Mr. Griffith requested explanation for the abstention of AEA. Mr. Carey believes this is a utility matter
with the differences with the metering from one place to another. Mr. Carey does not believe AEA
needs to have input over the metering position.

Mr. Griffith asked Mr. Carey how AEA would view this issue if something happens where Bradley
Lake power cannot be delivered over that segment. Mr. Carey commented AEA definitely wants the
Bradley Lake power to continue going over the segment and has confidence in the utilities to make sure
power continues over that segment.

Mr. Borgeson stated he also questions AEA's abstention and requests, through the Chair, legal counsel's
opinion whether a party to this Committee has a right to abstain under the rules of order. Mr. Gibson
noted with respect to the Bradley Lake Project Management Committee bylaws, this is an adoption of
procedures for scheduling production or dispatch of project power. The affirmative action of AEA is
not required and AEA's abstention is within their BPMC rights.

Mr. Griffith asked if they could have said nothing, as opposed to abstaining. Mr. Gibson agreed. Mr.
Borgeson asked if AEA is deemed to have voted with the majority due to their abstention. Mr.
Janorschke asked if that question matters. Chair Evans stated it may be good to get their position
correct. Mr. Bjorkquist believes that is an esoteric question. Abstaining is not voting one way or the
other. Mr. Gibson noted the bylaws address if a representative is at the meeting, they are assumed to
have assented to the matter, unless they indicate dissent and it is recorded at the time. Mr. Gibson
believes it is in AEA's rights to be present and abstain, without being affirmative. He does not believe
abstentions are counted one way or the other under the bylaws and will verify that at a break.

Mr. Janorschke suggested Mr. Griffith add this issue to HEA's list of disputes.

Mr. Griffith asked counsel if it is possible to add this issue to the list of disputes or if that timeframe has
been closed. Mr. Gibson advised this dispute can be added and should go to the Dispute Committee.
Mr. Janorschke noted HEA will dispute whether this issue belongs under the purview of the BPMC and
the issue will then go to the next step in dispute.

B. Status report on Power House Controls Upgrade Project

Chair Evans asked if the original project includes replacing the governor. Mr. Carey stated the original
project took place in 2006. About a year ago, the digital control system was upgraded to Emerson. The
new project is not changing any of the hardware, such as relays. Mr. Carey reported VA Tech looked
at the system about a year ago and they indicated the equipment and software was no longer supported
by VA Tech, which means some of the controls will have to be replaced this year or next year.

Chair Evans asked if replacement of some of the controls was part of the original scope reported to the
BPMC. Chair Evans did not recall the scope to include requiring replacement of the governor. Mr.
Carey noted he is not qualified to respond to some of the details and exact scope of work in terms of the
governor versus the digital control system. Mr. Carey stated the question becomes a matter of when the
work is completed, this year, next year or in two years.
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Chair Evans stated CEA has a control system that is over 20 years old and the one in question is seven
years old. CEA has the same original governor, which is 30-plus years old and it is not true that
governors and control systems have to be replaced every seven years. Mr. Griffith commented it took
10 years to define what needed to go into that system and it took another couple of years to install the
system.

Chair Evans requested an explanation of the intent of the original scope, the original budget, and what
was done to preserve the functionality of the existing governor. Chair Evans noted the first he heard
VA Tech was unsupportable was a month ago and inquired why this was not known before the project
was started. Chair Evans commented this was supposed to be just a simple conversion to DCS
technology. Chair Evans noted he is not questioning the integrity of trying to make the system work,
but is questioning the process.

Mr. Griffith noted he shares the same concerns as Chair Evans. He recommended auditing the control
system situation. Mr. Griffith stated 10 years and $12 million was spent getting this system to work by
2006, and seven years later it is not working. Chair Evans advised he wants to be very careful to ensure
the Committee is fully engaged and fully understands the situation, because this sounds like a repeat of
the same situation and there is room for communication improvement between the owner and the
BPMC.

Mr. Janorschke commented if an audit of Bradley is going to occur, it should occur within the O&D
Committee. He noted it is the responsibility of the O&D Committee and the BPMC to operate and
recommend improvements. Chair Evans asked if his comments are regarding the governor project.
Mr. Janorschke stated the governor project is tied to his comments. He believes the issues are not with
the state and it is the O&D Committee who should provide recommendations to the BPMC.

Chair Evans stated he will again ask the O&D Committee to use their expertise to review this issue and
determine the path forward with a DCS. Mr. Janorschke requested the background of the discussion
information be brought to the BPMC. Chair Evans agreed.

Mr. Borgeson believes he is hearing that some of the members of the group are losing confidence in the
project operator and the decisions they are making. Mr. Borgeson requested an explanation and more
background of either an audit or a review. He noted it is very important to learn from what is occurring
now. Mr. Borgeson asked if the decision today has to be delayed. Chair Evans does not believe there
was a decision to be made today, rather a commitment from members to get engaged and achieve that
comfort level. Chair Evans noted there is resident expertise from the past project and wants to ensure
Mr. Owens has the benefit of that expertise. Mr. Owens understands there is expertise available from
the past project.

Mr. Janorschke stated his concern regarding Mr. Borgeson's comments of the operator's lack of
performance. Mr. Janorschke requested documentation on the operator's lack of performance because
all the actions flow through AEA, as the owner, the BPMC, the O&D Committee, and the Budget
Finance Committee. Mr. Janorschke requested written support of Mr. Borgeson's comments to give
basis for his opinion. Mr. Borgeson stated he may have spoken too forcefully, but thinks he is hearing
that some of the members are expressing a lack of confidence in the project operator, but maybe the
lack of confidence is in the entire process. Mr. Borgeson does not have any particular item of interest.
He believes a review or audit should be welcomed by everybody. Mr. Borgeson appreciated Mr.
Janorschke's invitation to go and see how the project is operating and Mr. Borgeson regrets he has not
been there yet.
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Mr. Owens commented he understands the concern and the effort. Mr. Owens provided a synopsis of
what has been completed from 2012 through December 2013, including a budget analysis. He
requested members read through this information and can email with any questions.

Chair Evans encouraged Mr. Owens to continue discussions with the O&D Committee and technical
people. The issue is to ensure we return to the original performance functionality with no
diminishment.

Mr. Griffith requested the state provide the statement of work that went out on the current contract to
the BPMC. Mr. Carey noted the different projects in the past with Bradley have been procured by
HEA. The state has not been going through its own procurement process and will need to receive the
statements of work from HEA before providing those to the BPMC. Chair Evans asked if AEA
reviews the statements of work. Mr. Carey noted the procurements are not normally reviewed.

C. Kenai Outage November 22, 2013

Chair Evans noted there was a question about Bradley's response to the Kenai outage. He previously
requested more investigation and was hopeful the O&D Committee, operators, and technical people
would better define how Bradley reacted to that loss of load. Mr. Janorschke stated he is prepared to
give a synopsis of the response. Chair Evans stated the highlights have been reported and was hoping
the details could be taken to the next level.

Chair Evans wants to know more detail regarding when the unit tripped and when the unit went back
on. Mr. Day inquired who the Chair is asking to provide that information. Chair Evans is directing the
request to the O&D Committee to determine the specifics and asked if it was the status of the governor
that would not respond. Mr. Day noted there was a failure of Unit One a week ago, which was a
governor failure. He stated those failures will continue to happen because the electronics that constitute
the brain of the VA Tech governor is no longer supported and it is not working. There is no one who
knows how to fix it.

Mr. Griffith asked if the plan is to send the entire issue to the O&D Committee or should the Technical
Coordinating Committee (TCC) be reconvened to address this dynamic issue, because something has to
be done if the governor is failing. Mr. Owens noted the decision was made a year ago what to do about
it. VA Tech was asked for bids and Emerson was asked for bids and the bids were received. Mr.
Griffith commented that Emerson stated they had to go to Russia to find the person to complete the
work, which was of concern.

Chair Evans directed the O&D Committee to discuss and recommend to the BPMC whether or not the
TCC group convene to work collaboratively with the O&D Committee on this issue.

7. NEW BUSINESS
A. Budget Amendment

MOTION: Mr. Griffith made a motion to amend the FY 2014 RNC budget to increase the
replacement of electromechanical relays to $410,000 and to reduce the interest earnings by
$717,000. Motion seconded by Mr. Janorschke.

Mr. Woolf explained the interest earnings have decreased by $717,000 and this is a 32% decrease from
what was originally budgeted, because this budget was prepared two years ago for the interest earnings
and it is quite a bit less than what was projected. Mr. Owens noted the requested budget amount for
2014 was $410,000. Ms. Veech explained the Renewal & Contingency (R&C) budget, per the bond
resolution, includes the payback of the expenses that have to be done over four years. This is the
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current year's payback. Mr. Griffith asked if each of the numbers are the four-year payoff for the
expense that is 1.8 and $410,000. Chair Evans agreed.

Mr. Foutz asked if any funds need to be added to this budget to continue the fish water screening
process, since the fish water screening funds are being postponed at this time. Mr. Owens provided a
brief update on the project based on discussions with the state and the dispatcher. The current volume
in the lake is 448,000 acre-feet. In order to proceed with this project, the lake has to be reduced in the
next 80 days by 211,000 acre-feet or 187,000 megawatt hours, which he does not believe is feasible to
do. Mr. Wick does not believe it is feasible and there is a three-week outage scheduled beginning
February 27.

Mr. Owens stated there are two recommendations to put forward to the Committee. The first
recommendation is to proceed with this project at all cost and push it through. He noted the lake level
has not reduced at all in the last nine days and has increased half a foot. Mr. Owens stated if temporary
pumps are put in place, this project could be pushed off for a year and still make the FERC
requirements of fish water flow. Mr. Owens stated clearly for the record there are some inherent risks
if North Fork weather patterns are different or if there is not as much snow accumulation, there is a risk
the permit will be violated. Based on the last 12 months of data, he believes the project could be
pushed back, understanding the inherent risks.

Chair Evans asked what was the understanding with FERC on fish water release the last time this issue
was addressed in 1997. Mr. Owens advised the 40 CFS winter-months minimum was maintained
through this project. He advised the lake can be drained and still maintain the 40 CFS minimum. Chair
Evans asked if there was any reason to handle the process differently than in 1997. Mr. Owens stated
there is no reason to handle the process differently. The budgetary estimate number to put forth in
2015 is $657,707 to drain the lake and proceed with this project.

The motion passed unanimously.
B. HEA January 17, 2014 Proposed Resolutions

1. Operators Report on the Repair of Fish Water Release System and Resolution
2014-03 - Repair of Fish Water Release System

Chair Evans noted this Item 7.B.1. has been removed from the agenda with no objection.
2. Resolution 2014-04 - Update Loss Factors

MOTION: Mr. Janorschke made a motion to approve Resolution 2014-04. Motion seconded by
Mr. Griffith.

Mr. Ambrose stated back in January of 2012, and prior to that time, HEA contracted with EPS to
perform a loss study on HEA's system and the results of that study indicated the compensation for
losses for the export of Bradley energy were insufficient to cover the actual losses occurring as a result
of that export. On January 19th, HEA brought a request before this Committee to take up the issue to
review the EPS study and revise the loss calculations currently in use. Mr. Ambrose noted that review
has not occurred by the BPMC. He advised HEA has tested the EPS studies by direct metering and
find the studies to be accurate.

Mr. Ambrose believes it is within the power, authority and duty of this Committee to update loss tables
when there is a reason to believe the ones currently used are not correct. Mr. Ambrose reported the
losses are costing HEA members money and HEA believes the Committee should move to accept EPS'
work or contract with someone else to study the losses.
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Chair Evans asked if this is the same as the losses that have been raised in the Dispute Resolution
Special Committee. Mr. Ambrose stated he believes they are the same. Chair Evans asked if this issue
is currently in front of the Dispute Resolution Committee. Mr. Ambrose agreed. Chair Evans asked if
the Dispute Resolution Committee has taken an action on this item. Mr. Janorschke stated this
resolution was in place before introduction to the Dispute Resolution Committee. Chair Evans asked if
this resolution should be tabled until the Dispute Resolution Committee issues its findings and
direction. Mr. Ambrose believes if the BPMC ordered to change the loss tables, the dispute with the
Dispute Resolution Committee would be resolved.

Chair Evans noted he has not seen enough information to make an informed decision. Chair Evans
advised he will be voting against this resolution until he sees the supporting information. Mr. Ambrose
reminded Chair Evans the studies were performed over two years ago and the loss tables being used
were found to be inaccurate, which had nothing to do with a disparity of the transfer points.

Chair Evans asked if that was the opinion of everyone on the O&D Committee and asked if this issue
had been brought in front of the O&D Committee. Mr. Ambrose stated the issue was before the O&D
Committee quite some time ago and then brought to the BPMC's attention in January of 2012. The
study was conducted in 2011. Mr. Ambrose noted HEA wanted the loss calculations to be reviewed by
the BPMC and HEA is still waiting for a response to that. This has nothing to do with the current
disagreement over where energy is transferred.

Mr. Janorschke asked if the O&D Committee has provided their opinion of the EPS study. Mr.
Ambrose stated he has no knowledge of that. Mr. Day stated the O&D Committee met last week and
discussed some of these loss equations and he felt like CEA's presentation seemed to indicate a
validation of the EPS study with their own independent engineering work. Mr. Day advised the issue
he had in 2012 was he was unable to obtain the loss table CEA was using at the time and nobody could
provide any information about where it came from, where it existed or how it was being used, and that
is when the issue was brought forward to redo the loss tables.

Mr. Griffith asked why this issue was relevant a year or two ago. Mr. Day commented the
methodology that CEA utilized when they were dispatching the entire Kenai was the use of 10 meter
points to meter the wholesale sales to HEA. This was complicated by the fact that HEA operated
generation equipment on the Kenai for CEA. Because of the aggregation of those 10 meter points,
Bradley losses through HEA's system were through those meters and in those numbers. On the
wholesale bill from CEA was a line item entitled Non-HEA Bradley Losses, which were supposedly
attributable to the non-HEA portion of Bradley that was traversing the HEA system, but being captured
by these 10 meters. Mr. Day reported he has not been able to discover the methodology by which that
number is calculated.

Mr. Griffith asked if CEA was taking the output of Nikiski at that time as part of their generation. Mr.
Day stated CEA was making up the losses inadequately, but Nikiski has nothing to do with this issue.
The losses occurred from the wheeling utilities' activities in moving Bradley power across the HEA
system. Mr. Griffith asked who made up the losses that HEA did not get compensated for. Mr. Day
noted the losses were generated back before they separated. Mr. Ambrose noted to the degree that the
loss tables would be inaccurate and there were more losses created by the export of Bradley energy than
were accounted for in the tables, which would show up on the meters as HEA demand, as opposed to
losses. HEA then paid for the losses created by the export of Bradley energy through their wholesale
power bill.
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Mr. Griffith noted the assumption is the calculations CEA was using to define the losses was inaccurate
and that HEA's numbers are better. Mr. Ambrose believes EPS' numbers are better. Mr. Griffith asked
if the EPS numbers have been provided. He does not recall seeing the numbers. Mr. Ambrose stated
the EPS numbers have been provided. Chair Evans does not believe the line characteristics have
changed and it sounds like the calculation did not accurately reflect what was left over on the meters
and there should have been more losses allocated to the people wheeling the Bradley power. Mr. Day
stated there should have been a higher credit.

Chair Evans would like to resolve this issue and it is his understanding the O&D Committee is working
on this issue and expects them to address it. Chair Evans requested an update from the O&D
Committee, either through the Dispute Resolution Committee or through the BPMC process.

MOTION: Mr. Griffith made a motion to table Resolution 2014-04. Motion seconded by Mr.
Janorschke. The motion passed unanimously.

MOTION: Mr. Griffith made a motion the O&D Committee review Resolution 2014-04 to
identify the real amount of loss, determine what the loss tables should be, and provide a written
report with these recommendations at the February BPMC meeting. Motion seconded by Mr.
Foutz.

Mr. Foutz requested the EPS study be redistributed to members.
The motion passed unanimously.
3. Resolution 2014-05 - Legal Counsel Correspondence Distribution

MOTION: Mr. Janorschke made a motion to approve Resolution 2014-05. There was no second.
Motion fails with no second.

4. Resolution 2014-06 - Committee member’s invitation to all discussion
meetings regarding Bradley Lake project issues

MOTION: Mr. Janorschke made a motion to approve Resolution 2014-06. There was no second.

Mr. Foutz asked if this resolution can be discussed without a second. Chair Evans said the resolution
cannot be discussed without a second. Mr. Gibson advised there needs to be a second to discuss the
resolution under Robert's Rules. Mr. Gibson stated this is in a sense a resolution to change the bylaws
under Section 5.11.5.

Motion fails with no second.
5. Resolution 2014-07 - Project Dispatcher to follow prescribed schedule

MOTION: Mr. Janorschke made a motion to approve Resolution 2014-07. There was no second.
Motion fails with no second.

C. Resolution 2014-08 - BPMC requiring compliance with Section 12.C of the services
agreement, Section 13 of the power sales agreement, and BPMC Resolution 2013-02.

MOTION: Mr. Griffith made a motion to approve Resolution 2014-07. Motion seconded by Mr.
Borgeson.

Mr. Griffith noted the necessity of this resolution is due to the operator not complying with the
agreements as they are written in at least three documents. This resolution is requesting the operator
abide by the agreements.
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Mr. Janorschke recognized most of this has been discussed in front of the Regulatory Commission and
there are differences of opinion on those obligations. He does not believe HEA has done anything to
detrimentally impact the flow of Bradley power to non-Bradley participants and requested any
information to the contrary be provided.

Mr. Griffith does not believe this resolution states what Mr. Janorschke described. Mr. Griffith
believes this resolution is stating noncompliance to the sections identified in the signed agreements.
Mr. Griffith does not believe two people can dispatch the same segment of line.

Chair Evans asked if it is HEA's position that the transmission services agreement is no longer in effect.
Mr. Janorschke stated HEA's position is not all parts of the services agreement apply to HEA, only the
portions of it that HEA has agreed to and do not assume others' responsibilities under that agreement.

Chair Evans asked if it is HEA's position that unless they are named in the transmission services
agreement, HEA has no obligation for all the other activity in the agreement. Mr. Janorschke stated he
does not understand where the Chair's question is going. Mr. Janorschke gave an example if CEA
agrees to provide a service, it is not HEA's responsibility to make sure CEA has what they need to
provide that service and obligation.

Chair Evans asked if HEA agrees the transmission services agreement is in effect, but HEA just does
not agree with CEA about what that means. Mr. Janorschke gave no response. Chair Evans asked if
HEA would agree there has been no event that terminates the transmission services agreement. Mr.
Janorschke asked Mr. Ambrose if he had a comment. Chair Evans wanted Mr. Janorschke's response
before Mr. Ambrose's response. Mr. Janorschke stated he has to think about his answer.

Chair Evans asked Mr. Janorschke what event took place that terminated the transmission services
agreement. Mr. Janorschke gave no response. Mr. Griffith reminded the Committee on page 30 of the
services agreement, Mr. Turkington signed as President of Homer Electric without any exceptions to
the services agreement.

Mr. Borgeson stated Golden Valley will support this resolution with the understanding that there is
metering in place, so to the extent that HEA is suffering any losses or anything occurs in which there is
additional power losses that HEA could have, that they are metered and can be understood so HEA can
be compensated. GVEA believes this resolution is appropriate because of the services agreement that
states if there is a dispute between the parties, the parties will act at a standstill and keep everything the
way it was until the dispute is resolved. The expeditious process in place for the dispute resolution
process will get this resolved fairly soon.

Mr. Janorschke commented there is no status quo and HEA cannot undo the fact they have new
generation and the fact the transmission agreement and power agreement have expired. Mr. Janorschke
still disagrees the BPMC has any authority to dictate terms and conditions on HEA's system. He noted
HEA has no desire to constrain anyone's abilities to access Bradley power.

Chair Evans asked Mr. Janorschke if there is any middle ground as far as some configuration and
understanding in operating this system that would allow both parties to move forward. Mr. Janorschke
stated there is no middle ground today.

Chair Evans believes there is a way to facilitate part of what HEA is asking for and part of what the
BPMC is asking for that there would be a middle ground which reflects changes in other agreements
outside the Bradley participant agreements and the agreements that constitute that group of agreements
and also accommodate some of the changes that have happened on the Kenai Peninsula between CEA
and HEA.
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Mr. Foutz responded to Mr. Janorschke's previous request regarding parties inform him if there was any
detriment to the flow of Bradley power to anyone. Mr. Foutz stated he was concerned the November
22nd outages may have been a possible detrimental occurrence. Mr. Janorschke stated he can assure
HEA had done absolutely nothing to their system in November that sources back to the outage. HEA
was still under the transmission lease agreement with CEA and CEA was continuing to dispatch the
HEA system.

Motion carries with HEA opposed.
8. OPERATORS REPORT

Chair Evans noted the next agenda item is the operators report and requested an update from the
dispatch group. Chair Evans asked if this operators report had gone before the O&D Committee. Mr.
Day stated this report has not gone before the O&D Committee. Mr. Ambrose explained the operators
report is in response to Resolution 2013-03 which directed the operator provide a report to the BPMC.
Mr. Ambrose noted he requested Mr. Day complete this report per those specific directions and that is
why the report is being presented to the BPMC now and not to the O&D Committee. Chair Evans
commented there are a lot of people on the BPMC that do not have the technical background from this
direction and they rely on the people on the O&D Committee to help explain the positions taken. Chair
Evans believes it is unfair to those members who maybe do not fully understand what Mr. Day is going
to report on and it seems as if this was vetted, when it actually was not. Mr. Janorschke requested Mr.
Day provide a brief overview today and the operator will take it to the O&D Committee and get a
report from them next month.

Mr. Day noted one of the biggest requirements in the Intertie Management Committee Reliability
Standards in Section F is the requirement that any interface to the transmission provider be done
through switch construction with metering and switching. He believes MEA is faced with this
requirement as they interface through the Eklutna transmission line.

Mr. Day directed the Committee to the bulleted items on the second to the last page of the report which
provides a summary. He noted there are various reporting functions required of an independent power
producer or an owner that Bradley would constitute and he is looking for the project dispatcher to start
complying with those reports as the information is available. Mr. Day advised a budget item will be
added for preliminary engineering to begin the projects the standards require. The project will prepare
a spin burden according to the transmission providers' requirements. There are a number of studies that
need to be completed to minimize the impact of Bradley, including a voltage collapse problem utilizing
control of a breaker at Diamond Ridge.

Mr. Day advised there is a 45-day full spin backup requirement when the governor is replaced. He
noted there are a number of items in the standards that request cooperation, common metering points,
and standard points of interface, which has been discussed at great lengths today. This becomes a
problem because the project is in violation of the standards by assuming to pick load balancing points
that are not agreed to and are not common metering points.

Mr. Griffith noted he looks forward to the O&D Committee's forthcoming assessment of this treatise.

Mr. Borgeson expressed his appreciation for HEA's summary of the issues and believes they will have
to be brought to the IMC Committee. Mr. Borgeson noted AEA adopted the standards as well.

Mr. Janorschke stated the operator is more than content to deliver whatever standards the Committee
wants from the project and wants to make the Committee aware of the impact of the resolution from a
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fiscal standpoint. He requested actions be taken as promptly as possible as we proceed with this
process.

Chair Evans suggested before the Committee starts spending any money, the Committee clearly
understands HEA's opinion about the reliability standards and the impact.

Mr. Borgeson noted any fiscal cost would require a budget adjustment in advance.

Chair Evans asked if the delay on the fish water bypass was new information to the O&D Committee.
Mr. Carey noted as of last Thursday, this could move forward, but in order to meet the schedule there
would have to be a release of approximately 120,000 megawatt hours or acre-feet. This has all
occurred just during the last couple of days.

Chair Evans asked if there were any other scheduling matters from the O&D Committee. No other
matters were voiced.

Mr. Day commented his report was only the first half of the operators report. He noted Mr. Owens had
additional information. Mr. Owens explained in September 2013, the budget was proposed to the O&D
Committee on how to proceed with the Emerson replacement of the governor system. The O&D
Committee unanimously approved to go forward with the Emerson replacement of the governor
system. HEA, as the operator, issued a PO and entered into a contract to replace the governor based on
the decision of the O&D Committee. Mr. Owens asked if this Committee is requesting HEA go back to
the O&D Committee again and get permission to replace the governor or to continue with the contracts
in place. Chair Evans does not believe anyone stated to stop, cease and desist. He noted the concern is
ensuring the end product is as good as the previous product. Chair Evans stated another level of
concern was this project grew into areas unanticipated from where it originally started.

Chair Evans asked if the system is stuck in any mode. Mr. Owens reported all the needle modes are
available and have been available. Mr. Owens noted the VA Tech governor is still operating as it has
operated for the past seven years. Chair Evans apologized for misunderstanding the issue. Mr. Owens
recommended members read the operators report, especially the final five pages, to clearly understand
the documentation that is available. Mr. Owens stated the O&D Committee has been briefed on the
replacement and the O&D Committee has agreed to go forward. Mr. Owens noted there is an O&D
Committee meeting on Thursday and this issue will again be addressed. Mr. Owens requested any
specific questions from members be forwarded to him via his email, which is listed on the back of the
operators report.

9. COMMITTEE ASSIGNMENTS

Chair Evans stated the O&D Committee is assigned to evaluate Mr. Day's operators report on bringing
the project into compliance and the reliability standards adopted. Mr. Owens added for budgeting for
FY 2015, the O&D Committee needs to go forward with their analysis of the standards. If there are
budget items, the operator needs to get involved in 2015 to complete those standards. Chair Evans
commented the Chair of the O&D Committee is present and believes he noted that comment.

Chair Evans stated the O&D Committee is assigned the loss factor issue, including current operations,
what is driving the need for change, and understanding the issue. Chair Evans requested the Chair of
the O&D Committee communicate to the BPMC any problems regarding the clarity of the assignment.

Chair Evans stated the O&D Committee is assigned further discussion on the Kenai outage to engage
the technical coordinating people from respective members. Chair Evans recommended the same
group of people decide the testing plan of the governor replacement to assure the functionality of the
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previous governor was preserved. Chair Evans believes it would be a benefit to the O&D Committee to
hear how the testing plan was executed previously.

10. ADJOURNMENT
The next meeting date was set for March 3rd, 2014, at 10:00 a.m., in the AEA boardroom.

There being no further business for the committee, the meeting adjourned at 3:30 p.m.
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Bradley Evans, Ch

Attest: Qow:x\_%\/ Q\gl,_(sv

Sara Fisher-Goad
Alaska Energy Authority, Secretary
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