BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Meeting Minutes
Alaska Energy Authority, Anchorage, Alaska
April 17,2014

1. CALL TO ORDER

Chair Evans called the Bradley Lake Hydroelectric Project Management Committee to order at
2:33 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 (Municipal Light & Power (MLP));
Brad Janorschke (Homer Electric Association (HEA)); John Foutz (City of Seward (SEW)).

3. STAFF/PUBLIC ROLL CALL

Kelli Veech, Teri Webster (AEA); Brian Bjorkquist (Department of Law); Kirk Gibson

(McDowell Rackner & Gibson, PC); Brian Hickey, Mark Johnson, Lee Thibert, Burke Wick
(CEA); Robert Day, Carrier Buckley, Alan Owens (HEA); Jim Brooks, David Pease (MEA);
Lou Agi, Rick Miller, Jeff Warner (MLP); Ron Woolf (GVEA); Bernie Smith (RCA); Robin
Brena, Matt Clarkson (Brena Bell & Clarkson); Miranda Studstill (Accu-Type Depositions).

4. PUBLIC COMMENT
There were no public comments.
6. AGENDA APPROVAL

The agenda was approved.

7. OLD BUSINESS
A. Dispute Resolution Committee report and findings

Chair Evans requested Mr. Griffith provide the Dispute Resolution Committee's report and
findings. Mr. Griffith informed the Dispute Resolution Committee has spent two-and-a half
months groveling in this dispute. There have been five separate meetings of the Dispute
Resolution Committee and at least five attempts by the parties of the committee to resolve the
disputes, along with personal discussions, essentially to no avail. The O&D Committee was
requested in January to provide a report regarding their findings of the issues, to include answers
to questions provided by Mr. Griffith. There are two main resolutions that will be forwarded to
the BPMC. The first Resolution 2014-09 are the findings of the Dispute Resolution Committee
and Resolution 2014-10 is the Dispute Resolution Committee's final disposition. Council has
been included throughout this effort, to include revising resolution writing.
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Chair Evans requested Mr. Gibson advise the members, relative to the overall process, what the
next steps are to complete this process at the BPMC level. Mr. Gibson advised the BPMC must
approve anything that comes out of a special committee. How the BPMC uses the approved
findings and disposition is at the discretion of the BPMC.

MOTION: Mr. Griffith made a motion to adopt Resolutions 2014-09 and 2014-10 as the
outcome of a dispute. Motion seconded by Mr. Miller.

Mr. Griffith stated he will refer back to his original words laying out how the Dispute Resolution
Committee approached the problem, the parties that participated, and the results. It is the
recommendation of the majority of the Dispute Resolution Committee that the BPMC proper
address the issues that are on the back-end of Resolution 2014-10.

Mr. Miller expressed his appreciation to Mr. Griffith for all of his work during the Dispute
Resolution Committee.

A roll call vote was taken and the motion passed, with HEA voting against and AEA
abstaining.

Chair Evans asked Mr. Gibson if there is anything remaining to be completed that should come
before the BPMC in terms of the process. Mr. Gibson stated any dispute to the dispute
resolution procedures negotiated and agreed upon would go to the BPMC. The dispute
resolution procedures the BPMC can incorporate and utilize are set forth in Article 12 of the
bylaws. The specific disputed matters should be identified. Those specific disputed matters
could be sent to arbitration, requiring the vote of three utilities plus AEA, or other procedures
referenced in the beginning in Article 12-1 could be utilized. This refers to the manner of acting
in Section 5.10.2 including specific voting requirements.

Chair Evans believes there was a recognition in the resolutions that there remains some areas that
were not fully vetted or fully resolved. Chair Evans asked members and counsel what does the
BPMC do next regarding those matters.

Mr. Griffith provided one copy of a resolution for consideration and potential action at the next
BPMC meeting.

Mr. Griffith noted for the record there is now a lawsuit in place that impinges on some of the
unresolved issues. Mr. Griffith believes the next step is for the BPMC to take these
considerations that are listed under the resolution portion of 2014-10, making those a matter of
an action resolution directing HEA and other parties to comply with the agreements. He believes
that resolution will have to be crafted at the next meeting.

Mr. Gibson recommended the BPMC send a letter describing to parties what has been resolved
and directing specific actions from the parties. It is up to the individual utilities to enforce
abiding by the contractual issues. The next steps will require groups of individual utilities to
enforce the terms of the Services Agreement and if the terms are not followed, it will have to be
addressed through the courts, if necessary. BPMC is providing a service to the contractual
agreement.
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Chair Evans commented the line between the participants, the service providers, and the owners
is blurry and confusing. Mr. Bjorkquist noted one of the issues, as the role of the owner, is this
situation where the complexity is outside of the project. The transmission disputes are dealing
with agreements where AEA, as the owner, is not a party to the agreements. AEA is actively
involved before the RCA in these disputes because the consequences of what happens with
honoring the two agreements could impact the Bradley Lake Project and future financing of
projects.

Chair Evans commented that is where the line gets blurry because there would not be a project
without the Services Agreement and Transmission Agreement. Mr. Bjorkquist agreed and
believes AEA has been very clear in trying to encourage all of the parties to come together and
come to a resolution on these issues because having these disputes is negative to the project,
negative to the legislative process for the potential for funding for other projects, negative to
Battle Creek, and negative to everything associated with this project.

Mr. Borgeson appreciated Mr. Bjorkquist's comments. Mr. Borgeson encouraged AEA to take
an active role and engage their oversight, review and efforts on these issues as the owner of this
project and as the guarantors of the bonding.

Mr. Griffith believes all the utilities are bound by the bond covenants and the state is the ultimate
guarantor with a moral obligation. Mr. Griffith commented AEA, as the owner, should be in the
role to make things happen by virtue of telling utilities what to do. ARCTEC is hampered
heavily by the current disagreements and Mr. Griffith noted he has heard comments in the
Legislature the utilities cannot get along, which is coloring the entire relationship of the railbelt.
There is not going to be a Battle Creek because of these issues and no funding was given.
Susitna-Watana could be heavily impacted by these disputes. Mr. Griffith believes these factors
must be considered from a policy standpoint.

B. Battle Creek update

Mr. Carey informed there is a final draft for the amendment. Mr. Carey requested each utility
send him an email providing the name of the person who will review the amendment and provide
feedback.

Chair Evans asked if the same sort of implementation that occurred at Stetson Creek has been
dismissed. Mr. Carey noted Stetson Creek has a closed conduit and the flows at Battle Creek are
substantially more than those at Stetson Creek. He believes there is opportunity to optimize to
better the flows and lower the cost.

Mr. Griffith asked if there are enough funds to make it until the next fiscal year. Mr. Carey
believes there are enough funds to make it until the next fiscal year.

Mr. Borgeson appreciated the update and wanted to make AEA aware he is becoming more
skeptical that GVEA will be interested in participating in this project with what the costs are and
the constraints on the transmission lines. Mr. Borgeson does not believe the Legislature is going
to provide funding for this project.

C. Governor Project update

BPMC Minutes 4/17/14 Page 3 of 6



Mr. Carey informed there was a kick-off meeting last Friday for owner's and utilities'
representatives, including the O&D Committee, EPS and a few other interested parties. EPS sent
a paper last week to HEA and then sent to Emerson regarding questions and clarifications for the
work Emerson is doing. Those clarification replies came back yesterday from Emerson and EPS
is currently reviewing those. The factory acceptance testing is occurring next week in Pittsburgh
and in attendance will be Jim Cote from EPS, several people from HEA, and no one from CEA.
The next meeting will be May 9th, immediately following the O&D meeting, at which EPS and
HEA can present the findings regarding the testing.

Mr. Janorschke noted he attended the recent kick-off meeting and it was a good meeting. He
made a request CEA would have a representative at the factory acceptance testing and was told
that CEA would have a representative in attendance.

Mr. Owens commented another item that came out of the meeting with EPS was the original VA
Tech logic installation had some inherent flaws initially and instead of having VA Tech rewrite
the program, EPS worked with them to make some work-arounds to make it function. Emerson
believes they have corrected some of those inherent flaws and is confident they have improved
the package.

8. OPERATORS REPORT

Mr. Day stated they are becoming somewhat confident that the spare needle that is on the floor
has been rebuilt. Tests on that needle are currently being set up. If the tests are good, then it
would be swapped out with the bad needle that is presently installed in Unit 2. This is an out-of-
budget expense.

Chair Evans asked if this expense is more than 5% of the operator O&M budget. Mr. Day stated
he does not know, but it is significant. Mr. Owens believes it would be more than 5%. Mr. Day
is requesting BPMC to either concur or to direct HEA, as the operator, to proceed with the one
needle replacement with the spare, provided the spare proves out under testing in the next week
or two.

Mr. Day is requesting this replacement work be accomplished through a time and materials
contract with the PMRI (now NAES) contractor, who performed this work previously in
2002/2003, not to exceed $200,000. Chair Evans asked if this estimate is for repair of the needle
that is being replaced. Mr. Day noted this proposal is to swap the needles out, tear down the
existing needle, conduct a postmortem assessment of the needle, and possible repair of the needle
if it is within the $200,000 budget.

Chair Evans asked if this replacement work is time sensitive. Mr. Day stated HEA has been
diligent in trying to get the needle back in service since March 11th and requested action be
taken today to approve this budgeted item.

MOTION: Mr. Griffith made a motion to increase the FY14 O&M budget in an amount
not to exceed $200,000 for replacement and repair of the needle in Unit 2. Motion seconded
by Mr. Janorschke. A roll call vote was taken and the motion passed unanimously.
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Chair Evans requested AEA report back at the next meeting to ensure there is no carryover of
this FY'14 budget increase to the FY15 budget.

Mr. Griffith asked if the issue with the trash in the intake has been addressed. Mr. Owens stated
the BPMC has approved the plan and it is in the 2015 budget. HEA has postponed the project
until May of 2015 and will work with Chugach to drain the lake.

Mr. Owens requested clarification as to when the operator needs to come before the BPMC to
request additional funds for O&M work. Chair Evans stated the rough rule is if the request is up
to 5% of the budget, it can be requested from the O&D Committee, unless there is a unique
situation and common sense dictates it should be brought before the BPMC.

9. COMMITTEE REPORTS
A. Budget committee - 2015 budget approval process and more efficient process

Chair Evans believed the members felt like there was insufficient clarity to exercise the fiduciary
responsibility during the entire process of approving budgets. Mr. Woolf, Chair of the Budget
Committee, noted they have not met on this issue. He believes the Budget Committee needs to
do a better job of reviewing all the expenses with the managers before it is brought before the
BPMC. Mr. Woolf is discussing with Ms. Veech what has worked well in the past.

Chair Evans stated the main directive was to change the way the budget is presented to the
BPMC so that it is aligned with how budgets are presented to parent organizations. Chair Evans
would like to see more emphasis on a cost element breakdown on the budget and what the
money is being spent on, rather than how FERC wants it to be reported. The suggestion on the
capital and major repair side is to give a summary presentation on the major expenses, so the
Board can faithfully say they discharged their fiduciary duties.

Chair Evans stated when CEA does budgets, they have the finance people, the operators and
maintainers giving the budget presentation together. Mr. Woolf believes he understands the
directive.

B. AEA - Suggestions for reporting requirements for Bradley incidents
Chair Evans noted this item is really more of an owner's report and asked if Mr. Carey had any
suggestions for reporting requirement for Bradley Lake incidents. Mr. Carey noted those
suggestions are still being reviewed. Chair Evans asked if AEA was working with the O&D
Committee on those suggestions. Mr. Carey stated initially he has been working within AEA
and HEA. Once there is more of an agreement on the document, it will be given to all parties.
C. O&D - Budget items questions and which committee can answer them

Chair Evans believes this was addressed earlier.

- Evaluation of Mr. Day's operator report of compliance to reliability standards
- Loss factor issue and driving need for change
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There were no updates.

10. MEMBERS COMMENTS

There were no member comments.

11. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 3:43 p.m.

BY:
Cory Borgesgnj Chair

Attest: ;Z&-_Z SSA/v gg 213 J
Sara Fisher-Goad

Alaska Energy Authority, Secretary
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