BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
May 29, 2015

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 9:30 a.m.

2. ROLL CALL (for Committee members)

Cory Borgeson (Golden Valley Electric Association [GVEA]); Sara Fisher-Goad (Alaska Energy
Authority [AEA]); Lee Thibert (Chugach Electric Association [CEA]); Joe Griffith (Matanuska
Electric Association [MEA]); Jeff Warner (Anchorage Municipal Light & Power [MLP]); John
Foutz (City of Seward); Harvey Ambrose (Homer Electric Association [HEA]).

3. PUBLIC ROLL CALL (for all others present)

Jocelyn Garner, Kelli Veech, Teri Webster (AEA); Brian Bjorkquist (Attorney General's Office
[AGO]); Brian Hickey, Burke Wick (CEA); Ron Woolf (GVEA); Bob Day, Alan Owens (HEA); Kirk
Gibson (McDowell Rackner & Gibson); Mark Johnston (MLP); Bernie Smith (Regulatory
Commission of Alaska [RCA]); Miranda Studstill (Accu-Type Depositions). Participating by
phone: Emily Hutchison (HEA).

4. AGENDA COMMENTS/ MOTION FOR APPROVAL

Chair Borgeson added Item 7C. Assignment of AEG&T to MEA. Mr. Ambrose requested an
addition of 7D. Bradley Junction Switch Removal Outage. The agenda was approved as
amended.

5. PUBLIC COMMENTS
None.
6. APPROVAL OF PRIOR MEETING MINUTES - Mar. 19, 2015

MOTION: Mr. Griffith made a motion to approve prior meeting minutes of March 19, 2015.
Motion seconded by Mr. Ambrose. The motion passed.

7. OLD BUSINESS

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

Mr. Wick advised the O&D Committee has been meeting to resolve the issues brought up by
HEA in their January 24, 2014 report regarding Resolution 2013-03. The O&D Committee
believes the BPMC's intent of the resolution was not to treat the project as a new project coming
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online. Mr. Wick informed there are no significant investments of money required to bring the
project into compliance. Mr. Wick believes a number of issues mentioned late in the report,
including spin and load balancing area, will have to be readdressed in light of yesterday's
decision from the Superior Court. The memo defining all of these positions has not been
released. Mr. Wick stated more work could be identified through the upcoming management
audit.

Chair Borgeson summarized the Superior Court ruled the RCA does not have jurisdiction over
the Bradley Lake issues on the tariff rates that have been filed by HEA. Mr. Thibert added the
Superior Court vacated Order 10 from the RCA. In light of the Superior Court's ruling, Mr.
Thibert suggested postponing action on 7A. and 7B. until further review can be completed. Mr.
Griffith commented the court ruling essentially sets the framework to what it was on December
30th, 2013.

Mr. Ambrose noted HEA struggled with understanding the objective of the resolution because
the reliability standards for compliance pertain to the dispatch operation of transmission systems
and not the operation and maintenance of power plants. Mr. Ambrose requested the O&D
Committee provide HEA with a list of what to complete to bring the project into compliance. Mr.
Wick noted the O&D Committee does not have a list of specific recommendations at this time
and there is no immediate response needed from HEA. The O&D Committee will provide
recommendations to HEA as they are identified.

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

Mr. Griffith discussed Resolution 14-11. The biggest issue remaining is the spin allocation.
HEA has accepted dynamic scheduling. Chair Borgeson requested to hear from HEA to ensure
their dispute issues have been addressed. Mr. Ambrose noted HEA did not agree the issues
brought before the Dispute Resolution Committee were disputable under the contract. Mr.
Ambrose reminded the members that Mr. Griffith asked HEA to provide the Dispute Resolution
Committee with HEA's list of laments. HEA provided a list of what they believe are breaches of
contract. Mr. Ambrose informed HEA is satisfied with no action being taken on the statement of
disputes at this time. Mr. Ambrose stated the agreement of dynamic scheduling has unresolved
issues regarding compensation to HEA.

Chair Borgeson granted HEA's request to withdraw resolution of their disputes. HEA can bring
those disputes back before the Committee at any time.

Mr. Thibert wanted the record to reflect that CEA is not in agreement with all of the disputes
listed in HEA's statement of disputes. CEA is willing to agree with no action being taken at this
time.

C. Assignment of AEG&T to MEA

Mr. Gibson provided hard copies of emails summarizing the work completed by Mr. Bjorkquist
and himself. Mr. Gibson noted the opinion from MEA's attorney should be presented before any
signatures of consent are given. Mr. Gibson will provide the Committee MEA's opinion and his
representation that a satisfactory opinion has been received. The utilities are then asked to
return the signed consent form. All processes should be completed before July 1, 2015.
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D. Bradley Junction Switch Removal Outage

Mr. Ambrose requested Mr. Day present the report. Mr. Day said this is a slow moving project
since it was first initiated about three years ago and then the project was put on-hold. The
switches are inoperable and are in disrepair. The project would remove the switches and
therefore Bradley Junction would no longer be a switch station.

The awarded contract is scheduled for June 22-29, 2015. At the utilities meeting last week,
Enstar informed they are completing work, which will heavily impact ML&P during the June 22-
29 time period. The best option for moving this project work is either in late August or late
September.

Mr. Day advised this project is part of the current operating budget that expires the end of June.
He requested the Committee entertain a motion to amend the budget and move these monies to
next year's budget to accommodate this request from ML&P.

MOTION: Mr. Griffith made a motion for the Bradley Junction switch removal project be
moved from this year's budget to next year's budget, if necessary, as a result of the
Enstar outage for ML&P's consideration. Motion seconded by Mr. Warner.

Mr. Ambrose noted Mr. Day's proposal was different than what they had discussed earlier today.
Mr. Ambrose stated he is supportive, if this is what works best for ML&P. He noted there will be
change order costs associated with the project delay. Mr. Ambrose asked if the option of
backing up ML&P has been discussed. Mr. Day noted the option to delay is the best choice and
time is running out.

Mr. Warner advised the situation is still very fluid and ML&P continues to have ongoing
discussions regarding alternatives so the project can move forward as scheduled in June. Mr.
Thibert requested more information on scheduling to perhaps assist in providing back-up. Mr.
Wick suggested the motion allow the work to proceed either in this fiscal year or next fiscal year.
This would provide flexibility to determine the best schedule for all parties. The motion was
revised:

MOTION: If necessary, the amounts included in the FY2015 budget for Bradley Junction
switch removal shall be moved to the FY 2016 budget to accommodate the needs of the
ML&P operations and the Bradley Lake project should the switch removal not be
completed prior to the end of the 2015 fiscal year. Motion passed.

8. NEW BUSINESS
A. Dynamic Scheduling

Mr. Wick provided a memo he wrote to the BPMC Chair concerning dynamic scheduling of
Bradley Lake. No significant software investment is required to begin. The plant will be treated
as a jointly-owned unit going forward and would allow dynamic scheduling by all of the
participants. CEA and ML&P would begin first on June 1, 2015, followed by the other utilities
throughout the summer. Each utility will bear its own cost for platform compatibility work. Mr.
Wick stated daily reports will be provided showing each utility's Bradley Lake use.

Chair Borgeson expressed his appreciation to CEA for their efforts in making dynamic
scheduling possible for Bradley Lake.
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B. Long Term Financing of Capital Projects

Ms. Fisher-Goad invited Ms. Garner to provide the overview of long-term financing of capital
projects, including the possibility of combining the Battle Creek Project with the $7.2 million cost
of the SVC repairs. Ms. Garner explained the goals, considerations, cash flow needs, and the
short-term and long-term financing options of the SVC project. The staff recommendation for
financing the $7.2 million SVC project solely is using short-term financing from CoBank and the
R&C Fund, and long-term financing of 50 percent from USDA's Rural Utilities Service (RUS)
program funding and 50 percent from CoBank. The staff recommendation for financing the SVC
and Battle Creek Project together at a total cost of $57 million is short-term financing from Co-
Bank and the R&C Fund, and long-term financing of 50 percent from RUS and 50 percent from
CoBank or bonds, depending on the market.

Ms. Garner requested the Committee provide direction on which funding options should be
implemented. The legal expenses incurred have been expensed to the BPMC administration
fee. Going forward, the legal and transaction costs will be expensed to a separate financing line
item on the O&M budget, estimated at $150,000. The first payment for the SVC project should
begin in September 2015.

Mr. Griffith commented the option of combining the financing for the SVC repairs with Battle
Creek is interesting, but the funding mechanism for Battle Creek has not been resolved and
would have to be determined before such an option could be considered.

Mr. Thibert noted CEA would support having short-term financing for the SVC replacement and
then longer-term financing with Battle Creek.

Chair Borgeson expressed his appreciation to Ms. Garner for her thorough work. He
recommended each utility discuss this information with its financing staff, and the issue will be
brought back before the Committee at the next meeting.
Mr. Warner expressed his appreciation for the ongoing work and efforts to determine the best
financing options for the estimated repair work of $7.2 million. Mr. Wick indicated actual
construction bids are expected to be received in June, and if the $7.2 million increases, it will
likely be an adjustment of the FY17 numbers.
9. COMMITTEE REPORTS

A. Budget Committee

Mr. Woolf, Chair of the Budget Committee, reviewed the financial statements provided to the
Committee. The budget is under budget year-to-date.

B. 0O&D Committee
Mr. Wick stated his information has already been reported during the meeting.
10. OPERATORS REPORT

Mr. Owens and Mr. Ambrose reviewed the operators report provided to the Committee.
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1 COMMITTEE ASSIGNMENTS

Chair Borgeson asked Mr. Gibson to request HEA engage in resolution discussions. Chair
Borgeson requested the Budget Committee provide a response to the SVC financing options at

the next meeting.
12.  MEMBERS COMMENTS
Mr. Griffith recommended the utilities meet to specifically discuss Battle Creek.

Mr. Thibert agrees a discussion needs to occur regarding Battle Creek. He expressed his
appreciation to the Finance Committee and AEA for their thorough work on the review.

Mr. Ambrose thanked the Finance Committee and AEA for their hard work. Mr. Ambrose
requested clarification on what funding is currently needed for Battle Creek. Ms. Fisher-Goad
explained the engineer change has affected the timing and budget for the design. She noted
each Committee member has received information on the potential budget amendment, which
would be brought before the Committee before the Battle Creek license amendment is resolved.
Mr. Ambrose agreed the utilities need to meet soon to discuss Battle Creek.

Chair Borgeson requested a Battle Creek budget report be presented at the next meeting.

Chair Borgeson noted he will work with the utilities to schedule a strategic meeting, outside of
the BPMC, to discuss Battle Creek. He expressed his appreciation for all of the reports today.

13. NEXT MEETING DATE

The next meeting date is set for July 30th, 2015. The schedule for meetings will remain every
two months.

14. ADJOURNMENT
There being no further business for the committee, the meeting adjourned at 11:23 a.m.

BY: @%Q %’W—q

Cory Borgeson, Chair

Attest: _ ‘ \%5»\”‘“/ Q\W.B\

Sara Fisher-Goad
Alaska Energy Authority, Secretary
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