BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
May 8, 2014

1. CALL TO ORDER

Mr. Janorschke called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 10:20 a.m.

2. COMMITTEE MEMBERS ROLL CALL

Cory Borgeson (Golden Valley Electric Association (GVEA)); Sara Fisher-Goad (Alaska Energy
Authority (AEA)); Bradley Evans (Chugach Electric Association (CEA)); Joe Griffith
(Matanuska Electric Association (MEA)); Jim Trent (Municipal Light & Power (MLP));

Brad Janorschke (Homer Electric Association (HEA)); John Foutz (City of Seward (SEW))

3. STAFF/PUBLIC ROLL CALL

Kirk Warren, Teri Webster (AEA); Kirk Gibson (BPMC); Brian Bjorkquist (Department of
Law); Brian Hickey, Burke Wick (CEA); Harvey Ambrose, Rick Baldwin, Robert Day, Alan
Owens (HEA); Lou Agi, Rick Miller, Jeff Warner, Ken Langford (MLP); Ron Woolf (GVEA);
Bernie Smith (Regulatory Commission of Alaska (RCA)); Robin Brena, Matt Clarkson (Brena
Bell & Clarkson); Mike Kreger (Perkins Coie); David Pease; Miranda Studstill (Accu-Type
Depositions);

4, AGENDA APPROVAL

The agenda was approved.

5. PUBLIC COMMENT

There were no public comments.

6. APPROVAL OF PRIOR MEETING MINUTES - March 21, 2014

MOTION: Mr. Foutz made a motion to approve prior meeting minutes of March 21, 2014.
Motion seconded by Mr. Griffith.

Mr. Griffith commented the minutes are exceptionally comprehensive and well done. He
questioned Mr. Gibson whether the minutes need to be completed as extensively. Mr. Gibson
noted the minutes need to reflect the activities at the meeting and the level of that activity is at
the discretion of the Board members. Mr. Janorschke stated this issue will be put on the next
meeting's agenda to be discussed and sent to the Chair.

The motion passed unanimously.
7. NEW BUSINESS
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A. Report from counsel - Dispute resolution procedures & options under the bylaws

Mr. Gibson reviewed the key points of the memorandum dated May 5, 2014 that was distributed
regarding dispute resolution procedures and options available to the BPMC. Mr. Gibson noted
one issue not in the memo that should be made clear is the enforcement of any action or non-
action from the BPMC is up to the parties in the Services Agreement and/or the members of the
BPMC. The BPMC does not have any articulated power to act, so it would require the members
to support the actions of the BPMC. Mr. Gibson stated the voting requirements are determined
by what area or groupings of issues are addressed. Mr. Gibson does not know at this point which
voting requirements will need to be used for Resolution 14-11. If dispatch related areas are
voted upon, Mr. Gibson recommends using the requirement of the affirmative vote of at least
four representatives of the Purchasers whose percentage shares of Project capacity are greater
than 51%.

Mr. Janorschke relinquished the meeting to Chair Evans.
B. Resolving the dispute between Utilities - Resolution 14-11

MOTION: Mr. Borgeson made a motion to adopt Resolution 14-11. Motion seconded by
Mr. Griffith.

Maker of the motion stated this was fully discussed at the last BPMC meeting and appreciates all
of the effort in developing this resolution.

Mr. Janorschke noted this is a lengthy resolution and requested clarification of the disputed
issues. Mr. Janorschke provided a one-page list of disputed issues to the members.

MOTION: Mr. Janorschke made a motion to amend Resolution 14-11, which adds a
sentence on page 10, IV. Findings of Fact and Conclusions of Law, Section A., after the first
sentence, to read: ""For clarity, a list of the specific disputed issues is attached to this
resolution,” and adds the list of disputed issues to the resolution.

Chair Evans asked if the Maker of the motion would permit a brief at ease to review the
proposed amendment. Mr. Janorschke agreed. A brief at ease was taken at 10:39 a.m..

Chair Evans called the meeting back to order at 10:47 a.m.

The motion to amend Resolution 14-11 was not seconded. The motion to amend was not
considered.

Mr. Janorschke noted his amendment was an attempt to clarify the disputed issues that
Resolution 14-11 is referencing, because there is no agreement on what the disputed issues are.

HEA "Disputed Issues” list is attached.
Mr. Griffith stated the parties' positions are as listed in 111.A. of Resolution 14-11. Mr. Griffith

also objects to a substantial amendment being brought in very late in the process. Mr. Griffith
does not believe the list provided today is a comprehensive list of the disputed issues.
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Ms. Fisher-Goad stated AEA will be voting no on this resolution because the disputes arise out
of the Services Agreement, but the resolution includes the Power Sales Agreement (PSA) and a
reference to the bond resolution, which is a concern for AEA because it is inappropriate to
include those.

Ms. Fisher-Goad asked Mr. Gibson, per his procedure guidance memo, if the passage of this
resolution requires the affirmative vote of AEA because it includes and is related to the PSA.
Mr. Gibson stated as the resolution is written, the passage of this resolution does not require the
affirmative vote of AEA. Mr. Gibson asked what is AEA's concern regarding referencing the
PSA.

Mr. Bjorkquist directed the members to page 11, under the first paragraph, starting with the
second sentence listing certain obligations arising under the PSA and ending with the sentence
stating, "The current disputes between the designated utilities and HEA concern each of these
areas of the BPMC's authority," which is saying these disputes arise out of the specific details
dealing with the Project. Mr. Bjorkquist disagrees and noted these disputes arise out primarily of
the transmission of power between Soldotna Substation and Quartz Creek and is not part of the
Project.

Mr. Griffith commented the fact that the PSA creates the BPMC seems the PSA is inextricable
from the process that is underway. Mr. Bjorkquist explained these disputes are arising out of the
Services Agreement and that needs to be clearly stated in the resolution. The Services
Agreement brings the BPMC into these disputes because the Services Agreement states the
BPMC can adopt dispute resolution procedures that would be used to resolve a dispute under the
Services Agreement and that is the connection to the BPMC. The PSA is not needed for the
BPMC to have the authority to act and operate. This is not a dispute arising out of the Project.
The dispute is effecting, connected to, and could have a practical impact on the Project, but that
is different than this being a dispute that arises out of the Project.

Mr. Griffith requested counsel respond to Mr. Bjorkquist. Mr. Gibson asked if it would satisfy
AEA's concern if the sentence on page 11 was changed to read, "The current disputes between
the designated utilities and HEA generally concern each of these areas of the BPMC's authority
and specifically arise out of the Services Agreement.” Mr. Bjorkquist believes that is a step in
the right direction. The concern is this resolution will be used later and to whatever extent it is
vague or ambiguous as to what is being done, problems are created and those are problems that
should be avoided. Mr. Bjorkquist recommended another further step toward clarification is to
delete the specific references in the sentence in Section 13.C.

Chair Evans does not see the difficulty that Mr. Bjorkquist is articulating, but understands that is
AEA's position. Chair Evans believes the resolution has been out long enough for those sort of
nuances to be worked into the resolution and this is the wrong place and time to be addressing
those. There are always unintended consequences of making changes at the last minute.

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

8. OPERATORS REPORT
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Mr. Owens gave a brief update on the Governor Project. The factory acceptance testing was
successful and any tuning will have to be done during the installation of the project. The project
IS on schedule.

Chair Evans asked if the commissioning plan and testing plan have been established. Mr. Owens
noted those plans will be discussed tomorrow at the O&D Committee meeting. Mr. Day
informed the O&D meeting tomorrow is intended to be an open forum and if there are any
special plans or any tests that the utilities want to include as part of the plan, please bring them
forward and they will be incorporated into the test plan.

Mr. Griffith asked who is in charge of the commissioning process of the test. Mr. Owens stated
that will be resolved at tomorrow's O&D meeting, but he believes the decision will be made to
bring in an outside oversight commissioning agent. Mr. Griffith requested the BPMC be briefed
in depth on the commissioning plan when it is complete. Mr. Day agreed.

Mr. Borgeson asked if the project and commissioning is on budget. Mr. Owens stated the HEA
budget is on schedule, but he does not know about AEA's budget for the consultants. Chair
Evans commented AEA has the authority with the budget to protect the owner's interest in the
project. Mr. Borgeson does not believe that is accurate and stated the approval of the consultants
takes a majority vote. Mr. Borgeson believes the budget requires a majority vote and for AEA to
take control of the spending would mean that proper due diligence is not occurring.

Mr. Borgeson requested a comprehensive budget from AEA and if they have the authority to
spend that amount. Ms. Fisher-Goad believes this is covered under the R&R fund and will get
back with the members regarding a comprehensive budget.

Mr. Day noted discussions have occurred regarding the advisory testing help requiring
postponement of the installation. That may have a cost that will affect the budget, but the
estimate is unknown at this point. Mr. Borgeson commented he is not necessarily opposed to the
cost, getting assistance, or spending, but believes the approval needs to be by the BPMC and not
by AEA.

Mr. Owens gave a brief update on replacing a failed nozzle in June or July. This will be
discussed in the O&D Committee meeting tomorrow. HEA has installed additional monitoring
for generator connections to detect partial discharge. Unit 2, Phase A, shows a possibility there
might be some insulation breakdown. Mr. Owens will update the BPMC at the next meeting.
9. COMMITTEE REPORTS

A. O&D - Evaluation of operator report of compliance to reliability standards
No update given.

10. COMMITTEE ASSIGNMENTS

Chair Evans stated there are task assignments, including the request for AEA's comprehensive
budget and a report on the testing plan.
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11. MEMBERS COMMENTS

Mr. Griffith commented it has been nearly five months groveling in this dispute issue and is
chagrinned it is still ongoing to these depths.

Mr. Janorschke requested a copy of the recording of this meeting to understand the comments
from the attorneys and others.

Mr. Borgeson recognized Mr. Griffith for all of his leadership efforts. Mr. Borgeson expressed
his disappointment regarding the ongoing dispute and looks forward to finding a resolution.

Mr. Griffith expressed his appreciation for Mr. Borgeson's comments and Chair Evans was the
one in charge.

12. NEXT MEETING DATE

The next meeting date was not discussed.

13. ADJOURNMENT

There being no further businelss for the committee, the meeting adjourned at 11:19 a.m.

BY: ‘
Cory BorgeSgn, Chair

Attest: 5&/\4/3‘33,5‘,, Qg—%\

Sara Fisher-Goad
Alaska Energy Authority, Secretary
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DISPUTED ISSUES

The Designated Parties assert and HEA denies the truth or accuracy of the following
propositions:

1.

HEA does not have the legal right to recover transmission-related costs for wheeling
Bradley Lake energy though a tariffed rate filed with the Regulatory Commission of
Alaska (RCA).

The RCA does not have jurisdiction to approve a tariffed rate which allows HEA to
recover its costs of wheeling Bradley Lake energy.

HEA did not have the legal right to remove from the Soldotna Substation the CEA
meter used to measure the Bradley Lake power flow to that substation.

The term "Soldotna Substation" as used in the Services Agreement, means the
physical facility by that name located in Soldotna, Alaska unless and until changed by
an amendment to the Services Agreement.

HEA has a legal and/or contractual duty to permit CEA physical access to certain
areas within its Soldotna Substation to enable Chugach to maintain a metering point
for and to receive delivery of Bradley Lake power.

HEA has a legal and/or contractual duty to permit CEA physical access to its
Soldotna Substation and the transmission lines between the Soldotna and Quartz
Creek Substations to enable Chugach to transmit Bradley Lake power from HEA’s
Soldotna Substation to CEA’s Quartz Creek Substation.

HEA has a legal and/or contractual duty to permit CEA physical access to its
Soldotna Substation and the transmission lines between the Soldotna and Quartz
Creek Substations to enable Chugach operate, maintain and repair the facilities.

The legal and contractual rights and duties referred to in the above list arise under
and by virtue of one or more of the Bradley Lake Agreements and AS 42.05.431(c).



