BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
January 23, 2015

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 9:34 a.m.

2. ROLL CALL (for Committee members)

Cory Borgeson (Golden Valley Electric Association [GVEA]); Sara Fisher-Goad (Alaska Energy
Authority [AEA]); Brad Evans (Chugach Electric Association [CEA]); Joe Griffith (Matanuska
Electric Association [MEA]); John Foutz (City of Seward [SEW]); Jim Trent (Anchorage
Municipal Light & Power [MLP]); Brad Janorschke (Homer Electric Association [HEA]);

3. PUBLIC ROLL CALL (for all others present)

Bryan Carey, Jocelyn Garner, Kelli Veech, Teri Webster (AEA); Brian Bjorkquist (Attorney
General's Office [AGQY]); Steve Cannon, Burke Wick (CEA); Harvey Ambrose, Rick Baldwin,
Bob Day, Alan Owens (HEA); Jim Brooks (MEA); Kirk Gibson (McDowell Rackner & Gibson);
Lou Agi, Rick Miller, Jeff Warner (MLP); Bernie Smith (Regulatory Commission of Alaska
[RCA]); Gary Dixon (Swalling & Associates); Miranda Studstill (Accu-Type Depositions);

Participating by phone: Sherri McKay-Highers (CEA); Patrick Dolan, Ron Woolf (GVEA); and
Emily Hutchison (HEA).

4. AGENDA COMMENTS/ MOTION FOR APPROVAL

Chair Borgeson requested switching the order of Item 7D. Battle Creek update with Item 7E.
EPS - PSSE modeling, in order for Alan Owens to provide his reports consecutively.

The agenda was approved as amended.

5. PUBLIC COMMENTS

Mr. Smith informed the next RCA public meeting is January 28, 2015, at 9:00 a.m. Item 4 on
that agenda is a matter of appropriating scope for a regulations docket addressing electric
transmission. All are invited and welcome.

6. APPROVAL OF PRIOR MEETING MINUTES - Nov. 17, 2014

MOTION: Mr. Foutz made a motion to approve prior meeting minutes of November 17,
2014. Motion seconded by Ms. Fisher-Goad.
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Mr. Janorschke will provide Ms. Webster with typo corrections in the minutes. He had no
substantive corrections.

The motion passed with the typo corrections.
7. NEW BUSINESS
A. 2014 Audit report and approval of refund (Action item)

Mr. Dixon gave a detailed presentation on the audit report for the FY ending June 30, 2014.
There were no reportable findings, no substantive adjustments, and no disagreements within the
audit. The two amounts that become payable back to the utilities are from the operating fund, of
$1,134,386, and the refund on an annual basis from the R&C fund, of $279,247. The reduction
of $99,459 relates to the amount that was pulled from the R&C fund in FY11, which was not
consistent with the calculation. The recommendation is to get the numbers back in alignment.
This alignment makes the actual refund $179,787.

MOTION: Mr. Griffith moved that Bradley Lake Project Management Committee accept
the fiscal year 2014 Audit Report and approve a refund of $1,314,173.86 ($1,134,385.87
O&M and $179,787.99 R&C) to the utilities. Motion seconded by Mr. Janorschke.

The motion passed.
B. FY15 First Quarter report

Chair Borgeson noted the FY15 First Quarter report is included in the Committee packet under
7B. The Summary by Expense Type on page three is in a new format. Mr. Woolf and Ms.
Veech reviewed the FY 15 First Quarter report. The Other Costs number of $731,816 under
AEA Actual includes the annual insurance premium of $498,079, the Bradley Administrative
Expense fee of $215,200, and the Regulatory Commission Expense total of $18,537.

C. FY16 Preliminary Budget &
D. EPS - PSSE modeling

Mr. Owens covered both items 7C and 7D. He provided the Operator's Report to the Committee
and gave an overview of the highlights. He noted the governor replacement was completed on
August 22, 2014, and there have been no incidents on the system since that time.

Mr. Owens reported the anticipated final billing from EPS has been received for $71,000. This
covers the final commissioning and testing of the PSSE model. Any future items on the PSSE or
governor will be addressed separately. Chair Borgeson stated there are no objections to paying
the final invoice.

Mr. Owens informed the O&D Committee voted to recommend postponement of the Fish Water
Screen Debris Removal Project until 2016. The lake level is currently 80 feet above the level
needed to complete the work. The funds will be carried over from the 2015 budget to the 2016
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budget. Mr. Owens does not believe any problems will occur by waiting one more year.
Contingency and back-up plans are in place.

Mr. Owens reviewed the Bradley Junction Switch Removal Project and noted the O&D
Committee will report in detail on their findings. It was originally budgeted in 2014 and then
moved to 2015. HEA is moving forward with the O&D recommendation to remove the Bradley
Junction switches. The goal is to complete the project before June 30th, 2015.

Mr. Owens provided a broad overview of the FY16 preliminary budget, which includes capital
improvement projects. The FY 16 budget will be finalized at the next meeting.

Ms. Fisher-Goad requested a description of the work to be completed on the Fish Water Debris
Removal Project. Mr. Owens stated Global Diving is currently developing an alternative
proposal to draining the lake that would utilize their clamshell equipment barge. Mr. Owens
informed the likely approach for the completion of the work is to drain the lake down and
remove the debris with heavy equipment. The condition of the screen will be then assessed and
the diversion tunnel will be inspected. If the lake is drained, contingency plans are intended to
ensure the level will not go below the FERC fish water flows. Additional discussion and
consensus is necessary between FERC, Fish and Game, and the different departments regarding
this project and the potential periods of reduced fish water flow.

Mr. Cannon discussed the proposed project, proposals, costs, and timeline to replace the 20-year-
old SVCs at Dave's Creek and Soldotna. This project may be spread over two fiscal years. Mr.
Cannon provided a report including the last five years' of outages and labor. Mr. Wick informed
the funding of the project through the R&C still has to be determined.

Mr. Griffith asked how much transfer capacity is reduced when the SVC is off. Mr. Cannon
informed 57 megawatts can be pushed when one SVC is out. When both SVCs are out, 35
megawatts can be pushed.

Ms. Fisher-Goad asked if there is a budget breakdown of the cost estimate for the project. The
$7.2 million estimated quote is for all the parts and the labor from ABB. There will be additional
commission testing and work with the relay department which is not included in the $7.2 million.

Chair Borgeson asked if this project can be bid to other vendors. Mr. Cannon advised this
project can be bid to other vendors, but ABB will most likely have the lowest bid because it is an
ABB system with matching engineering. Chair Borgeson asked if the project assets are Chugach
assets or Bradley assets. Mr. Day informed the projects assets are Bradley assets. Mr.
Bjorkquist stated the project assets are owned by AEA and always have been connected to the
project.

Mr. Janorschke requested to receive information at a future date regarding the financial impact to
the utilities of the outages over the last five years. Mr. Wick noted the impact would be different
going forward because historically, the line has not been operated as highly loaded as it is today.

Each utility would have to determine its individual impact.
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Mr. Agi suggested an RFP be put out for this project. Mr. Cannon agreed.
E. Battle Creek update

Mr. Carey gave a detailed update on Battle Creek. He stated the proposed amendment to FERC
could be submitted within the next couple of weeks. The preliminary design report was sent out
to BPMC members in mid-December. Mr. Carey reviewed the construction cost estimate at
approximately $50 million, including unlisted items, design contingencies, and construction
management. The pipeline materials and installation are the most significant construction cost
items. The expected average annual energy is 37,000 megawatt hours using one ac-ft equals one
megawatt hour. Financing possibilities include commercial bonds at 5% for 20 years, with
annual payments of $4.6 million, or a blending of 4% for 35 years, comprised of 50% RUS
funding and 50% other funding, with annual payments of $2.9 million. The estimated timeline
allows for diverting water in late 2017.

F. Update on dispute resolution decision process

Chair Borgeson informed the BPMC Dispute Resolution Committee has made a
recommendation. No determination was made to submit formal notice of the recommendation,
and no further action is anticipated at this time. Regulatory Commission hearings begin on
February 20th, 2015.

G. Update on compliance to Resolution 2014-03 (Adoption of Railbelt
Reliability Standards)

Mr. Brooks advised the O&D Committee unanimously concluded there are no actionable items
related to the HEA's published report. The O&D Committee recommends the compliance issue
be tabled. Mr. Day explained the O&D Committee extensively reviewed the expensive
compliance projects. Bradley has been operating successfully. The O&D concluded Bradley is
"grandfathered” under the old set of standards and there is no imperative to modifying Bradley as
it exists today. Mr. Day requested the Committee formally agree or disagree with the O&D's
conclusion there are no actionable items.

Mr. Griffith noted the Committee does not have the resolution wording at this meeting, and
recommended reviewing the resolution criteria before a decision is made by the Committee.
Chair Borgeson stated the issue and decision relating to Resolution 2014-03 will be on the
agenda at the next meeting for formal action. Mr. Griffith agreed to review the resolution
language.

8. COMMITTEE REPORTS - This was already covered in the meeting.
0. OPERATORS REPORTS

Mr. Brooks commented on Mr. Cannon's previous discussion regarding the proposed project,
proposals, costs, and timeline to replace the 20-year-old SVCs at Dave's Creek and Soldotna. He
noted the O&D Committee intended to make the BPMC aware of their ongoing review of this
project. Much of the information was not available until just prior to this meeting. The O&D
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Committee will collect more data and continue deliberations before a recommendation is given
to the BPMC.

Mr. Griffith requested additional information on project funding, with specific emphasis on the
timeframe of four years rather than two years. Chair Borgeson noted the project should be
financed over the greatest period of time possible.

Chair Borgeson requested Mr. Gibson provide the report on the billing services. Mr. Gibson
informed HEA sent out a notice regarding the transmission sharing agreement billing in
November, which added an equitable amount of HEA's O&M and back-billed from 2011
through 2013. At the requested of BPMC, Mr. Gibson and Mr. Baldwin discussed this billing
and have agreed to a short-term solution with respect to GVEA. GVEA paid the undisputed
amount, and discussions are ongoing regarding the disputed portion.

Mr. Woolf informed the Budget Committee will meet next week to review the budget format and
determine what kinds of reports and how often these reports can be generated from this format.
He requested the BPMC give him specific direction before the next week's meeting.

Chair Borgeson commented the BPMC is trying to schedule meetings every other month and
does not want to incur a budget crunch with AEA in getting the noticing out. Chair Borgeson
requested the Budget Committee keep the issue moving forward on providing monthly financial
reports rather than quarterly financial reports, even though it will generate more work from AEA.
He believes it is helpful to have the most current information at the BPMC meetings. Chair
Borgeson noted for the record he brought hard copy paperwork to the meeting, and Mr. Griffith
and Mr. Faust have electronic devices comparable to the i-Pad to access their information.

Mr. Day informed a summary sheet comes with HEA's monthly operation billing, which shows
the various categories, including year-to-date budget and remaining budget. This can be
provided to the BPMC. Chair Borgeson agreed the summary sheet would be helpful.

10. COMMITTEE ASSIGNMENTS

None.

11. MEMBERS COMMENTS

Mr. Janorschke expressed his appreciation to the O&D Committee and Budget Committee for
their hard work.

Mr. Griffith applauded the coordination efforts for the outages. He offered BPMC support in
those efforts.

Chair Borgeson expressed his appreciation to all the committees for their work and cooperation.
He thanked Mr. Baldwin, Mr. Day, Mr. Ambrose, and the HEA staff for their work and effort at
the remote site.
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12. NEXT MEETING DATE

The next meeting date is set for March 19th, 2015, at 9:30 a.m.

13. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 11:18 a.m.
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Sara Fisher-Goad
Alaska Energy Authority, Secretary
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