BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
March 19, 2015

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 9:33 a.m.

2. ROLL CALL (for Committee members)

Cory Borgeson (Golden Valley Electric Association [GVEA]); Sara Fisher-Goad (Alaska Energy
Authority [AEA]); Burke Wick (Chugach Electric Association [CEAY)); Joe Griffith (Matanuska
Electric Association [MEA]); Jim Trent (Anchorage Municipal Light & Power [ML&P]);
Harvey Ambrose (Homer Electric Association [HEA]);

3. PUBLIC ROLL CALL (for all others present)

Bryan Carey, Jocelyn Garner, Yolanda Inga, Kelli Veech (AEA); Brian Bjorkquist (Attorney
General's Office [AGO]); Brian Hickey (CEA); Patrick Dolan, Ron Woolf (GVEA); Bob Day,
Alan Owens (HEA); Kirk Gibson (McDowell Rackner & Gibson); Mark Johnston, Rick Miller,
Jeff Warner (ML&P); Bernie Smith (Regulatory Commission of Alaska [RCA]); Miranda
Studstill (Accu-Type Depositions);

Participating by phone: Steve Cannon, Sherri McKay-Highers, Luke Sliman (CEA); and Emily
Hutchison (HEA).

4. AGENDA COMMENTS/ MOTION FOR APPROVAL

Mr. Ambrose requested adding an agenda item discussing the DNR Forestry request to install a
r8el£)eater in the AEA/HEA Bradley Road microwave site. Chair Borgeson placed this under Item
The agenda was approved as amended.

S. PUBLIC COMMENTS

None.

6. APPROVAL OF PRIOR MEETING MINUTES - Jan. 23, 2015

MOTION: Mr. Griffith made a motion to approve prior meeting minutes of January 23,
2015. Motion seconded by Mr. Wick.

The motion passed.

7. OLD BUSINESS
A. Approve O&D Committee recommendation of ''no action required"
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for HEA on compliance to Resolution 2013-03
(Adoption of Railbelt Reliability Standards) (Action item)

Mr. Wick advised the O&D Committee requests more time before action on the recommendation
is taken.

MOTION: Mr. Wick made a motion to table Item 7A. Approve O&D Committee
recommendation of ''no action required" for HEA on compliance to Resolution 2013-03
until the next meeting. Motion seconded by Mr. Trent.

Mr. Trent asked how much time does the O&D Committee need for this request. Mr. Wick
hopes all information will be compiled by the next BPMC meeting.

Mr. Ambrose commented HEA put forth considerable effort in responding promptly to the
resolution. HEA requests clear direction from the Committee regarding the resolution.

The motion passed.
8. NEW BUSINESS
A. FY16 Budget (Action item)

Mr. Woolf advised the three parts of the budget are designated Operations and Maintenance
(O&M), Renewal and Contingency Reserve Fund (R&C), and Capital. Mr. Woolf provided a
PowerPoint summary of the O&M budget. Hard copies have been provided in Committee
packets. Mr. Ambrose informed a mistake was made on line 3 of page 1 showing $190 per hour
for the overtime rate. All overtime rates throughout the FY 16 Budget should read $100 per hour
and not $190 per hour. Mr. Ambrose stated HEA is committed to $100 per hour even if the

FY 16 Budget is not amended to correct the numerical mistake.

Mr. Griffith requested Mr. Ambrose consult with the Alaska State Wage and Hour
Administration regarding the overtime rate and report back to the Committee. Mr. Griffith asked
for an explanation of the amount of administrative overhead included in the budget. Mr.
Ambrose explained he is the Director of Power, Fuels and Dispatch and Bob Day is the Power
Production Manager. The time for those positions has historically been charged to the Project.
This is the first instance the budget has shown this level of detail. Mr. Ambrose informed the
HEA portion of the FY16 O&M Budget is 3% less than HEA's portion of the FY15 Budget.

Mr. Trent commented ML&P has the same questions as MEA regarding HEA's rates. Chair
Borgeson asked if a discussion can occur with HEA if the Committee feels the rates are too
much. Mr. Ambrose stated that discussion could occur.

Ms. Fisher-Goad asked how the delineated estimated hours were determined for FY16. Mr.
Ambrose stated the project employees' hours are directly tracked hour-by-hour, but his time is
estimated as a percentage of his time for the amount of work he completes for the Bradley
project, equalling about 26% of his total time, even though his budgeted amount is displayed as
an hourly breakdown. Mr. Day's time is allocated also as a percentage, equalling about 50% of
his total time. Mr. Ambrose believes Mr. Day spends more than half of his time on the Bradley
project, but HEA only charges 50%. Ms. Fisher-Goad suggested the Budget Committee discuss a
different way to report Mr. Ambrose's budget allocation because Mr. Ambrose does not charge
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his time on an hourly basis. Ms. Hutchinson stated if Mr. Ambrose worked 80 hours in a time
period, 25% of that or 20 hours is allocated to the Bradley Project.

Chair Borgeson requested a review of the actual time spent on the Bradley Project for both Mr.
Ambrose and Mr. Day. Mr. Day suggested the desk audit be included in AEA's proposed
management audit to determine if the budget numbers are reasonable.

Mr. Griffith requested a per mile cost and dates of clearing HEA has contracted for the Bradley
Project over the last five years, and the same information for the clearing performed on the
segment from Bradley Junction to Soldotna, and to provide this information at the next meeting.
Chair Borgeson asked if the right-of-way clearing goes out to competitive bid. Mr. Ambrose
stated the clearing goes out to competitive bid.

MOTION: Mr. Wick moved to approve the FY16 Operations and Maintenance Budget as
presented. Motion seconded by Mr. Griffith.

Mr. Trent noted ML&P cannot support a $2 million increase and will be voting against the
motion. Chair Borgeson clarified the $2 million increase is not included the Operations and
Maintenance Budget. Mr. Trent believes the information presented by HEA is insufficient.

MOTION: Mr. Griffith moved to amend the FY16 Operations and Maintenance budget
changing the name of line item 11 on page 11 from Management Audit to Management and
Transition Audit, and leaving the amount at $100,000. Motion seconded by Mr. Wick.

Mr. Ambrose believes it is appropriate to complete a management audit. He believes it is
premature and inappropriate to transition HEA away from the role of operating and maintaining
the Project. Mr. Ambrose stated the parties agreed in Section 12(j) of the Services Agreement to
support HEA as the company to operate and maintain the project. He will vote against the
motion to amend, as the motion does not comply with the Services Agreement.

Mr. Wick explained the word transition does not preclude HEA from becoming the successful
bidder of the operation going forward. The definition of transition refers to the preparation of
documents to bid the operation of the Project going forward.

The motion to amend line item 11 failed.

MOTION: Mr. Ambrose moved to amend the FY16 Operations and Maintenance budget
changing the overtime rate on line items 3 and 7 on page 11 from 190.00 to 100.00. Motion
seconded by Mr. Wick.

Mr. Wick commented the Budget Committee did a good job preparing the detail on this budget.
He requested the Budget Committee be involved in reviewing the invoices as submitted on a
monthly basis to compare detail to the budget.

The motion to amend line items 3 and 7 on page 11 passed.

A roll call vote was taken and the motion to approve the FY16 Operating and Maintenance
Budget with amendments to line items 3 and 7 on page 11 passed, with CEA voting against.
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MOTION: Mr. Wick moved that Bradley Lake Project Management Committee approve
the FY16 Capital and R&C Budget. Motion seconded by Mr. Trent.

Ms. Veech gave a summary of the Capital and R&C budget. Hard copies have been provided in
Committee packets.

Mr. Griffith and Mr. Ambrose requested explanation of why AGE&T is still included in the
proposed budget. Mr. Bjorkquist explained there is a process in the Power Sales Agreement for
the interest of AGE&T to be assumed by HEA and MEA for their respective interests. Mr.
Bjorkquist will work with the BPMC counsel to see whether a formal change needs to be
effected.

Ms. Veech explained the disbursement and repayment schedules. The driving factor of the
increase in the cost of Bradley is the SVC project of $7.2 million, which has to be repaid within
four years.

Mr. Wick stated a four-year recovery for significant capital is tough for utilities and asked if it is
possible to find an alternative way to finance and repay the SVC project within the funding of a
larger project like Battle Creek. Chair Borgeson requested AEA provide a proposal of such
scenarios to the Committee. Ms. Fisher-Goad stated she will discuss with the Chair the specifics
to be included in that proposal and will provide options to the Committee.

Chair Borgeson asked if the SVC project is essential and can it be delayed. Mr. Wick advised
significant outages have occurred, which causes a reduction in the transfer capability from
Bradley Lake. A delay is possible, but this would run the risk of restricting the amount of power
from Bradley Lake.

Mr. Griffith commented the SVC engineering is antiquated.

Mr. Ambrose noted these assets are owned by the state and maintenance is necessary. The SVCs
provide the value of delivering Project Capacity to the various participants; however, all Project
Energy can be delivered even with one of the two SVCs out of service. He recommended
delaying the SVC project for one year; giving Chugach more time to provide greater detail as to
its scope and costs, and also more time to consider alternative financing options.

MOTION: Mr. Ambrose moved to amend the FY16 Capital and R&C Budget by
postponing the SVC Project work line item until next year's budget cycle thus reducing the
budget by $3.6 million and providing CEA time to refine the scope and estimates. Motion
seconded by Mr. Trent.

Mr. Wick stated he will vote against the amendment. The proposed budget does not mean the
funds are spent. Contract proposals will be brought before the BPMC. He does not believe the
amendment to postpone is in the best interest of maintaining the reliability of the system. Mr.
Wick informed expenditures connected to signing contracts still have to occur and a complete
reduction of the budgeted amount does not reflect the real exposure.

Chair Borgeson requested Ms. Veech provide the estimated budget numbers for postponing the
SVC Project work contribution one year. After a brief at ease, Ms. Veech explained the
projected repayment schedules and budget after removal of the $3.6 million for the SVC Project
work for FY16.
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Mr. Ambrose stated he is willing to make a friendly amendment, leaving some amount of money
in the SVC Project work line item to cover Chugach’s expenditures for further development of
the project.

Mr. Trent commented he agrees with Mr. Wick's position.

A roll call vote was taken and the motion to amend FY16 Capital and R&C Budget failed,
with MEA, AEA, ML &P, CEA, GVEA voting against.

A roll call vote was taken and the motion to approve the FY16 Capital and R&C Budget as
presented passed, with HEA voting against.

B. FY15 Budget transfer correction (Action item)

Ms. Veech provided the outline of the history and background on the FY15 Budget transfer
correction.

MOTION: Mr. Trent moved that Bradley Lake Project Management Committee approve
the FY15 Budget transfer correction. Motion seconded by Mr. Wick.

The motion passed.
C. Battle Creek Update

Mr. Carey gave a detailed update on Battle Creek and noted AEA submitted the application
amendment to FERC approximately two weeks ago. FERC is reviewing the application. Within
the next week or two weeks, FERC could request additional environmental or engineering
information from AEA with a deadline of approximately 60 days. FERC would then send out for
draft terms and conditions from agencies with another 60 days deadline to review. AEA would
meet with agencies before the draft terms and conditions are completed. FERC is anticipated to
provide a licensed order in approximately October or November of 2015. Bids could go out in
2016, with construction occurring in 2016/2017. Mr. Carey recommended a group or committee
meet this spring to discuss the financing options available for the utilities.

Mr. Griffith stated work needs to occur now regarding finance options and solutions.

Mr. Ambrose asked if Mr. Carey anticipates any unfunded costs at this time in responding to
FERC or other stakeholders. Mr. Carey believes there are sufficient funds remaining in the
budget to bring Battle Creek up to the bid process, assuming FERC does not request additional
environmental studies.

D. Consideration of HEA's disputes not addressed in the
"'Statement of Disputes'' dated Jan 23, 2014 per
Resolution 14-11

Chair Borgeson assigned the Consideration of HEA's disputes not addressed in the "Statement of
Disputes” dated Jan 23, 2014 per Resolution 14-11 to Mr. Griffith. The item will remain on the
agenda.
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E. Election of Vice-Chair

Chugach Electric changed the designated representative replacing Brad Evans, which held the
office of Vice-Chair. Under the Bylaws the Committee must elect a successor of the office at the

next meeting.
Mr. Ambrose nominated Mr. Trent for Vice-Chair.

MOTION: Mr. Griffith moved to accept the nomination of Mr. Trent for Vice-Chair.
Motion seconded by Mr. Ambrose.

The motion passed, with Mr. Trent voting against.

F. Discussion of DNR Forestry request to install repeater in the AEA/HEA
Bradley Road microwave site

Mr. Day explained the Division of Forestry requested to install a repeater radio at the microwave
site. BPMC will grant this request and has granted similar requests to other federal agencies.
The legal department will be consulted to ensure proper waivers of responsibility are included.

9. COMMITTEE REPORTS

A. Budget Committee
Mr. Woolf noted all information has been provided.
10. OPERATORS REPORTS

Mr. Owens requested the BPMC use the subcommittee members, especially of the Budget
Subcommittee and the O&D Committee, to answer the BPMC's questions before each meeting.
This will also inform HEA regarding questions or concerns from the BPMC. Mr. Owens stated
he has performed significant work with those two subcommittees and believed all the questions
had been answered. He noted this meeting revealed additional concerns and questions of which
he was unaware.

Mr. Owens informed a significant amount of upgrades has occurred at Bradley Lake in the last
five years. These would not have occurred without the management and personnel currently at
Bradley Lake. Mr. Owens provided a report to the Committee on the upcoming projects and
timelines. The two outages currently scheduled are July 15th-August 16th, and October 19th-
November 20th. The nozzles will be removed from the turbine pit, rebuilt, and then reinstalled.
The schedule is based on the previous time this was performed 13 years ago. Because we cannot
observe the internal condition of the nozzles, the amount of work and schedule could change. If
rechroming is required the nozzle parts would need to be shipped out of state.

11. COMMITTEE ASSIGNMENTS

Mr. Bjorkquist will work with the BPMC counsel to see whether a formal change needs to be
effected regarding the inclusion of AGE&T in the FY16 Capital and R&C Budget. This will be
reviewed at the next meeting.
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Mr. Griffith will refer to the O&D Committee for preparatory work while addressing the
Consideration of HEA's disputes not addressed in the "Statement of Disputes" dated Jan 23, 2014
per Resolution. The item will remain on the agenda.

AEA will report back to the Committee with financing options for larger projects.
The Budget Committee will provide a monthly review of invoices from HEA, AEA, and CEA.

HEA will report if they sought approval of management overtime from the State Wage and Hour
Administration.
HEA will report on the expenses for the past five years of the right-of-way clearing on the

Soldotna segment, as well as the project transmission lines connecting the project to Bradley
Junction.

12. MEMBERS COMMENTS

Mr. Wick expressed his appreciation to the Budget Committee for all of their work.

Mr. Ambrose echoed appreciation to the Budget Committee for their work.

Ms. Fisher-Goad informed a person has requested limited access to the Project to get to their
cabin. Additional information will be brought before the Committee at the next meeting. AEA
will be working with DNR with respect to the Bradley Lake FERC land use fees and
conveyances.

Chair Borgeson expressed his appreciation for the work on the budget.

13. NEXT MEETING DATE

The next meeting date is set for May 29th, 2015.

14. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 11:54 a.m.

s (o @ Concorns

Cory Borgeso‘hj, Chair O
Attest: &W g x\%\ . Q\CZHK
Sara Fisher-Goad

Alaska Energy Authority, Secretary
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