BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
September 25, 2015

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 10:01 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])); Mark Johnston (Anchorage Municipal Light & Power [MLP]);
John Foutz (City of Seward); and Harvey Ambrose (Homer Electric Association [HEA]).

3. PUBLIC ROLL CALL (for all others present)

Bryan Carey, Jocelyn Garner, Teri Webster (AEA); Crystal Enkvist (Alaska Power Association);
Brian Bjorkquist (Attorney General's Office [AGO])); Paul Risse, Burke Wick (CEA); Bob Day,
Emily Hutchinson, Alan Owens, Maynard Smith (HEA); Kirk Gibson (McDowell Rackner &
Gibson); Ed Jenkin (MEA); Anna Henderson, Ken Langford (MLP); Mike Kreger (Perkins
Coie); Rick Baldwin (phone), David Gillespie, Bernie Smith (Public); Sydney Hamilton, and
Sunny Morrison (Accu-Type Depositions).

4. AGENDA COMMENTS/ MOTION FOR APPROVAL

Chair Borgeson suggested 8C. Homer's Notice of Claims be held in Executive Session, and that
it comes after Item 12. Member Comments. Chair Borgeson asked for a motion to approve the
agenda with this amendment.

Mr. Ambrose objected to multiple items and their inclusion on the agenda. He provided Chair
Borgeson with a printed list of HEA's objections to the agenda items, with accompanying
reasons for the objections. Mr. Ambrose informed he provided HEA's list of objections before a
motion to approve the agenda was made.

HEA's objections to published agenda items are transcribed as follows:

"HEA objects to the inclusion of Item 7B. Resolution 14-11 - Mediation or dispute resolution
process, Kirk Gibson, for discussion on the BPMC's agenda. Mr. Gibson has professional and
ethical responsibilities owed to each individual member of the BPMC. This particular question
of a "contractual agreed to dispute resolution™ has been raised by the protesting utilities in the
lawsuits. HEA does not consent to McDowell Rackner & Gibson's representation of the group in
connection with any matter in the lawsuit, particularly in providing an opinion on a matter that
my be adverse to one or more members of the group he claims to represent.”
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"HEA also objects to the inclusion of Item 8C. Homer's Notice of Claims, Kirk Gibson, for
discussion on the BPMC's agenda. This item appear to be a reference to a letter from HEA's
lawyers to the attorneys for four utilities, ML&P, GVEA, MEA, and CEA. The letter was not
sent to this committee. What the four utilities do, or don't do, in response to the notice is not a
proper matter for this committee's action."

"HEA's objection to additional agenda Items proposed by MEA by email 9/17/15. "An
explanation by AEA of their 'new’ position in the on-going litigation." HEA objects to the
inclusion of this item on the agenda. It is not appropriate for the BPMC to ask the AEA for "an
explanation of its position in litigation." Should the parties in the on-going Supreme Court
matter have questions for AEA, they should ask them through their lawyers in the litigation.”

" 'A potential motion to notify the Trustee on the bonds of the status of the litigation and the new
assertion of restraint of trade by HEA." HEA objects to the inclusion of this item on the agenda.

AEA is the Borrower and the entity that communicates with its Lenders. The BPMC should not
be involved in communication between the Borrower and the Lenders on the bonds."

" 'A discussion of the purpose and objective of mediation with HEA." HEA objects to the
inclusion of this item on the agenda. First, the BPMC is not a party in the lawsuit and would not
be mediating with HEA. Second, none of the utilities in the litigation should be asked to state
their purposes and objectives at a meeting of the BPMC. Third, the BPMC is not the appropriate
entity to sponsor settlement discussions between the litigants in the lawsuit. On that point, HEA
has sated to the RCA's lawyer that it is willing to participate in good faith settlement discussion,
within the context of the litigation settlement proceedings."

" 'Possible BPMC response to RCA letter to the legislature, inter alia." HEA objects to the
inclusion of this item on the agenda. The contemplated action, a BPMC response to an RCA
letter to the Legislature, exceeds the BPMC's authority under the Power Sales Agreement and
should not be an item for discussion on the agenda."

Chair Borgeson thanked Mr. Ambrose. Chair Borgeson asked for a motion to approve the
agenda as he previously amended with Item 8C. Homer's Notice of Claims to be held in
Executive Session coming after Item 12. Member Comments.

MOTION: Mr. Johnston made a motion to approve the agenda as amended with Item 8C.
Homer's Notice of Claims to be held in Executive Session coming after Item 12. Motion
seconded by Mr. Foutz.

Chair Borgeson noted Mr. Ambrose's objections to the agenda have been read into the record.
Mr. Griffith suggested the agenda include AEA's discussion on its position on the motions AEA
is filing in the litigation. Mr. Griffith suggested the agenda include BPMC counsel Kirk Gibson
discuss his role and who he represents.

Chair Borgeson recommended adding a new agenda Item 8D. AEA's Attorney's Role, to discuss
legal counsel's representation.
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Chair Borgeson recommended adding a new agenda Item 8E. AEA L.itigation Position, to be
discussed during Executive Session.

Mr. Ambrose expressed objections to the proposed amended agenda to add Item 8E and the
inclusion of Item 7B and 8C as stated earlier.

Chair Borgeson reviewed the proposed agenda with amendments under the current motion as
follows: Item 8C - to be held in Executive Session, including discussion of notifying the trustees;
Add Item 8D - AEA's Attorney's Role, to discuss legal counsel's representation; Add Item 8E -
AEA Litigation Position to be held in Executive Session; Executive Session comes after Item 12.

The maker of the motion and the second did not voice objection to amending the original motion
as stated by Chair Borgeson. Mr. Ambrose restated his objections to the original agenda and his
objections to the amendments to the agenda.

The motion passed to approve the agenda as amended, with Mr. Ambrose voting against.
o. PUBLIC COMMENTS

None.

6. APPROVAL OF PRIOR MEETING MINUTES - July 30, 2015

MOTION: Mr. Foutz made a motion to approve prior meeting minutes of July 30, 2015 as
amended. Motion seconded by Vice-Chair Thibert.

Mr. Ambrose requested an error be corrected in the minutes at Item 8B, on page two, first
sentence, "Mr. Gibson informed he wrote a letter to Rick Baldwin of HEA, at the direction of the
Chair." It should read, "Mr. Gibson informed he wrote a letter to Harvey Ambrose, at the
direction of the Chair.”

The maker of the motion and the second verbally accepted the amendment to the minutes.

The motion passed unanimously to approve the prior meeting minutes of July 30, 2015 as
amended.

7. OLD BUSINESS

A. AEG&T to MEA signed consent form
Mr. Gibson reported he and Mr. Bjorkquist worked with MEA's counsel and resolved the
relevant issues. Mr. Gibson informed he gave Mr. Pease the new document for Mr. Griffith to

sign. Once Mr. Gibson receives that signed document, he will send out consents for the
members to execute and return. This will complete the process.

BPMC Minutes 9/25/15 Page 3 of 10



B. Resolution 14-11 - Mediation or dispute resolution process
Chair Borgeson invited Mr. Gibson to report on this agenda item.

Before Mr. Gibson began, Mr. Ambrose renewed HEA's objections to this agenda item and
restated the reasons for it being an inappropriate discussion.

Mr. Gibson informed his report is from the context that BPMC issued Resolution 14-11. Mr.
Gibson gave a brief history of the issues and the order of events leading to the current appeal
under the advisement of the Supreme Court. Mr. Gibson stated at this juncture, the BPMC is the
responsible party, according to Alaska's courts and law. The ultimate decision of the Supreme
Court could overturn this position. Mr. Gibson noted the BPMC needs to reconsider Resolution
14-11 to decide whether or not to confirm the findings.

Mr. Gibson explained he was tasked by the Chair to approach and develop a mediation process.
The first step is the agreement by the Committee to mediate. This has not been met. The second
step is to choose a mediator. Mr. Gibson described his process in determining three mediator
candidates to present to the Committee for consideration based upon these factors:

Inside Alaska vs. outside Alaska; knowledge of energy issues and the Railbelt; mediation and
negotiation experience; respect in the industry. Mike Dotten, Fred Schmidt, and Bill Saupe were
the three potential candidates chosen.

Chair Borgeson suggested the Committee discuss the willingness to mediate this dispute, then
discuss the acceptability of the recommended mediator candidates, and finally, discuss the order
of Resolution 14-11 for clarification.

Mr. Johnston believes it would be useful for HEA to state whether or not they would participate
in mediation, since the Committee cannot move forward if HEA will not participate.

Mr. Ambrose restated HEA's objection this should not be an item of discussion in this meeting.
Mr. Ambrose gave reasons why HEA would not mediate under the BPMC forum. BPMC is not
a party to the lawsuit and would not be mediating with HEA. It is inappropriate for the utilities
in the litigation to be discussing purposes and objectives at a BPMC meeting. BPMC is not an
appropriate entity to sponsor settlement discussions between the litigants in the lawsuit. Mr.
Ambrose informed HEA has stated to the RCA's lawyer that HEA is willing to participate in
good faith settlement discussions, including mediation, within the context of the litigation
settlement proceedings, but not in the context of the BPMC.

Mr. Griffith believes HEA's position that they are not interested in settlement discussions with
the BPMC should be reported to the RCA.

In the event the Committee reports to the RCA, Mr. Ambrose requested a complete report be
given showing HEA's clear position of willingness to enter into settlement discussions with the
parties, but not in this context. Mr. Ambrose stated HEA has made that offer and there are
parties at the table who have objected and have not been willing to enter into those discussions.
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Vice-Chair Thibert asked for clarification from Mr. Ambrose regarding HEA's willingness to
mediate, but not in the forum of the BPMC. Mr. Ambrose agreed HEA is happy to discuss
settlements with the parties to the ongoing litigation, with attorneys present, just like any
mediation would typically occur, but not in the context of the BPMC. HEA believes the purpose
of this Committee is to manage the Bradley Lake Hydroelectric Project, and does not have the
authority to enter into these settlement discussions.

Chair Borgeson stated the BPMC agreements HEA signed created a process that gives the
BPMC authority for dispute resolution and arbitration between the utilities, which goes beyond
solely managing the project.

Mr. Ambrose indicated the dispute resolution sections of the Power Sales Agreement and the
Services Agreement are not the same. He noted dispute resolution procedures have only been
developed for the Power Sales Agreement and the issues being litigated are not found under the
Power Sales Agreement.

Chair Borgeson asked if Homer agreed to the creation of the Dispute Resolution Committee.

Mr. Ambrose stated HEA's position in the very beginning of that process was HEA did not agree
anything that was going to be discussed was appropriate for dispute resolution at this Committee,
but HEA was willing to have discussions in order to clarify points. Chair Borgeson informed
there was a vote, and Homer voted yes. He requested Mr. Gibson find those minutes for the next
meeting, in the event they are needed.

Mr. Ambrose believes HEA has made their position clear at the hearings before the RCA and
will not enter into further discussion in this forum.

Chair Borgeson requested Mr. Gibson give his opinion on these issues. Mr. Gibson believes the

root issue is regarding BPMC's authority. The courts in the State of Alaska have determined that
BPMC does have the jurisdiction to handle these issues. It is on appeal to the Supreme Court by
HEA.

Chair Borgeson reminded the Committee the RCA had asked for a stay of the decision by Judge
Corey, and the Supreme Court Justice who denied the stay said he did not see that HEA was
likely to win on the merits. Mr. Gibson noted that was a paraphrasing of the order.

Chair Borgeson asked Mr. Ambrose which parties here have not been willing to mediate. Mr.
Ambrose stated he does not have that information and could consult with counsel.

Chair Borgeson took a poll of the other members regarding willingness to mediate within the
BPMC. Mr. Foutz believes mediation is appropriate through the BPMC. Mr. Johnston stated
willingness to mediate in any forum. Mr. Thibert stated willingness to mediate in any forum.
Chair Borgeson stated willingness to mediate and thought BPMC was making progress in
facilitating the mediation. Mr. Griffith agreed to mediation. Ms. Fisher-Goad believes all parties
in the litigation were willing to mediate, but not within the context of the BPMC.
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Chair Borgeson requested comments regarding the three mediators presented as choices. Mr.
Griffith questioned the reasons for proceeding since HEA said no to mediation. Mr. Ambrose
noted HEA has reviewed the presented mediators, but will not comment unless they are brought
forward under the proper context of RCA or the Supreme Court.

Vice-Chair Thibert commented there are parties who do not believe RCA has jurisdiction in this
issue. Vice-Chair Thibert asked if the Railbelt Utilities Group (RUG) would be an appropriate
place for mediation. Mr. Ambrose explained he knows little about the RUG and therefore,
cannot comment. Mr. Johnston stated willingness to mediate under the auspices of the RUG.

Chair Borgeson requested Mr. Gibson provide an update on the order for the payments to
Homer. Mr. Gibson read the order from Resolution 14-11. Chair Borgeson asked if HEA is
submitting the expenses to CEA as outlined in the order. Mr. Ambrose refused to discuss the
issues in this venue because they are currently under litigation. Chair Borgeson asked Mr.
Thibert if CEA has received the relevant invoices from HEA. Mr. Thibert noted he will find out
the status and report back to the Committee.

Chair Borgeson tasked Mr. Gibson for a report on how the BPMC should proceed with the
enforcement of the order.

8. NEW BUSINESS
A. Dynamic Scheduling update

Mr. Langford provided a copy of his presentation entitled Dynamic Scheduling of Bradley Lake
Output to the Committee. He gave a full detailed report.

Mr. Thibert asked when the future phases of dynamic scheduling for the remaining participants,
other than CEA and ML&P, will occur. Mr. Langford noted he will provide the schedule to the
Committee.

Chair Borgeson inquired about the scenario if HEA or GVEA is buying power from ML&P now,
could HEA or GVEA use dynamic scheduling for Bradley power. Mr. Langford agreed that
scenario is accurate.

Mr. Ambrose expressed his appreciation for the work on dynamic scheduling and believes all
parties should have the ability to utilize dynamic scheduling at Bradley. Mr. Ambrose shared the
potential issue of a system impact to HEA caused by dynamic scheduling and believes capacity
needs to be reserved for the full range of operation across any given hour. Mr. Ambrose
indicated compensation is another issue.

Vice-Chair Thibert commented as long as HEA has the capacity to make additional sales, there
would be no impact or constraint to the system.

B. HEA proposed annual schedule and budget
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Mr. Day reported the expectation of up to $100,000 of weather-dependent clearing work to be
completed on approximately 80 miles of the Soldotna segment in FY16. This is part of the
Bradley agreements, but is a separate activity from the Bradley budget, and will be directly billed
to the utilities that have purchased capacity on the Soldotna segment. The clearing contract will
go through a bidding process.

D. AEA's Attorney's Role

Mr. Griffith requested Mr. Gibson provide clarification to the Committee regarding who counsel
represents. Mr. Griffith requested AEA provide a response based on Mr. Gibson's answer.

Mr. Gibson stated he represents the group as a collective. Mr. Gibson noted his engagement
letter was unanimously passed by the BPMC. The engagement letter clearly states Mr. Gibson
will work for the collective and specifically stated Mr. Gibson does not represent individual
members. Mr. Gibson cited the Rules of Professional Responsibility 113 and read passages from
his engagement letter. Mr. Gibson informed he has engaged ethics counsel regarding this issue
and feels confident in his position.

Mr. Ambrose expressed disagreement and informed HEA has sent a letter to Mr. Gibson
regarding their opinion.

Chair Borgeson requested Mr. Gibson provide a copy of his engagement letter to the Committee
members.

Vice-Chair Thibert asked if HEA does not agree that counsel represents the BPMC as a whole
and not individual members. Mr. Ambrose summarized HEA believes it is inappropriate to pay
a portion of compensation to counsel whose position does not align and may do harmful things to
HEA.

9. COMMITTEE REPORTS

Ms. Garner advised two reports were prepared and submitted to the Budget Subcommittee and
are included in the Committee packets. She gave a detailed presentation on both reports. The
first report is the Bradley Lake 4th Quarter Report showing the summary of the revenues and
expenses. The current year surplus is $1,394,000, which will be audited in November and
brought before the Committee for approval after it is finalized, at which time it can be paid out.

Ms. Garner reviewed the second page of the 4th Quarter Report showing the capital purchases
made during the year not paid for with the R&C Fund. She indicated the third page of the report
is the O&M budget to actual expenses for the year, and the surplus is due to the O&M budget
coming under budget for the year.

Ms. Garner discussed the second report entitled Bradley Lake Budget to Actual Expense Report
7/1/2015 through 7/31/2015. The O&M budget is currently under budget by $100,000.
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Chair Borgeson expressed his appreciation for these detailed reports being provided more
quickly than usual. Ms. Garner informed the August reported is expected in mid-October.

10 OPERATORS REPORT

Mr. Maynard Smith gave a presentation on the nozzle rebuild and provided members with a
handout. He informed members will see numbers related to a request for adjustment to the
contract price for the nozzle rebuild work included in today's operator's report. HEA requested
BPMC's guidance on how to proceed in this matter. Mr. Smith informed HEA is coincidentally
involved in dispute over billing with this contractor on a matter unrelated to the Bradley Project.

Mr. Smith reported this is a time and materials contract. The contractor NAES made a bid error
on one of the rates entered into the bid table and brought it to attention after the work was
underway. The error was investigated thoroughly and the O&D Committee believes the numbers
are supportable. The request is for BPMC to consider whether or not to permit a reformation of
the rates for Unit 1 and Unit 2.

Mr. Ambrose informed the O&D Committee, under review of legal counsel, passed a resolution
to permit the reformation of the rates for Unit 1 and Unit 2. Mr. Ambrose wanted this issue
included on the agenda for the remaining BPMC parties to consent to this reformation. Mr.
Ambrose informed HEA will abstain from the vote because of its current dispute with this same
contractor.

Mr. Smith informed the O&D Committee has been discussing postponement on the work on Unit
2 until spring of 2016 for unrelated reasons that will be presented in the operator's report, and the
contractor is willing to accept a postponement in the contract if the bid price is reformed as
outlined in Unit 2 with no other cost increase. Mr. Smith reviewed the bid price reform for Unit
1 is about $30,000, and for Unit 2 is about $83,000. The rate for Unit 2 includes a margin for
overhead and profit. The contractor is only asking to be made whole to his cost on Unit 1.

Mr. Day provided context that these project costs, including the increased costs, are
approximately $100,000 less than the costs for the same project 12 years ago.

MOTION: Mr. Johnston made a motion to adjust the budget for the two requested
amounts of $29,117.14, and $82,602.92. Motion seconded by Mr. Foutz.

A roll call vote was taken, the motion was approved, with Mr. Ambrose abstaining.
Mr. Owens gave a detailed review of the operators report provided to the Committee. Mr.
Owens described the process of the nozzle refurbish project and expressed his overall content

with the project.

Mr. Owens informed the Bradley Management audit is ongoing. MWH was onsite August 25th.
FERC also was onsite reviewing the facility and the dam.
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Chair Borgeson requested further information regarding the process of clearing debris from the
fish water area. Mr. Owens reported an overall unified plan is being developed and will be
brought before the Committee at a later date. Chair Borgeson asked if the water coming out of
the fish water is still declining. Mr. Owens indicated there is still a reduced flow.

Mr. Carey provided a detailed update on the process AEA's original FERC engineering
contractor Dowl is undergoing to create a plan to maintain the fish water releases during the
draw-down construction period and to minimize the risk of violation. There should be no change
in the overall budget for this work. Mr. Carey discussed the different scenarios meeting targets
depending on the amount of rain during the wintertime.

Chair Borgeson asked if Bradley is going through a relicensing process. Mr. Carey noted the
Bradley license does not expire until 2035, and the relicensing process would begin
approximately five years before the expiration. Ms. Fisher-Goad informed there is a licensing
amendment for Battle Creek.

Vice-Chair Thibert asked if the Battle Creek diversion will become part of the Bradley Lake
Project. Mr. Carey agreed.

Ms. Fisher-Goad indicated she recently sent a brief report to the Committee members reviewing
some of the activity Mr. Carey has been completing as Project Manager for AEA. Ms. Fisher-
Goad noted there have been no comments or questions on the report. She is willing to continue
furnishing this informational report on a regular basis.

11. COMMITTEE ASSIGNMENTS

Chair Borgeson assigned tasks to Mr. Gibson. Mr. Gibson is to research the ability BPMC has to
enforce Resolution 14-11. Mr. Gibson is to send out his engagement letter to the Committee
members. Mr. Gibson is to contact the Attorney General's Office regarding their review of
HEA's claims.

12. MEMBERS COMMENTS
Mr. Ambrose stated he will comment before the Executive Session.

Vice-Chair Thibert expressed his appreciation to AEA for receiving the recent additional
informative report.

8. NEW BUSINESS (Continued)

Ms. Fisher-Goad requested explanation on why it is appropriate to go into Executive Session to
discuss the dispute and enforcement of Resolution 14-11, Homer's Notice of Claims, and AEA's
Litigation Position. Mr. Gibson advised immediate knowledge of these matters would have an
adverse effect on the finances of the project and an adverse effect on the Committee. This is
allowed under Section 511.4 of the bylaws.
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MOTION: A motion was made by Vice-Chair Thibert to go into Executive Session to
discuss confidential legal and financial matters regarding the dispute and enforcement of
Resolution 14-11, Homer's Notice of Claims, Notifying Trustees, and AEA's Litigation
Position. Motion seconded by Mr. Johnston.

Mr. Ambrose expressed HEA's opposition to going into Executive Session because the items to
be discussed are not the proper business of the Committee. He noted his understanding of
Section 511.4 under the bylaws, and informed the subject matter is inappropriate for the
Committee's discussion.

Chair Borgeson stated Mr. Ambrose's objections were noted. The utilities were informed they
may have legal counsel present during Executive Session.

Mr. Ambrose requested HEA's printed list of objections and reasons for the objections be
included as part of the minutes.

The motion was approved, with Mr. Ambrose and Ms. Fisher-Goad voting against.
C. Executive Session: 11:56 a.m.
Legal matters regarding the dispute and enforcement of Resolution 14-11,

Homer's Notice of Claims, Notifying Trustees
E. AEA Litigation Position

The Committee reconvened its regular meeting at 12:43 p.m.
13. NEXT MEETING DATE
The next meeting date is set for November 17th, 2015.

Vice-Chair Thibert informed he will be absent the next meeting. Mr. Wick will attend in his
stead.

14. ADJOURNMENT
There being no further business for the committee, the meeting adjourned at 12:45 p.m.

o R Rnge

Cory Borgeson, Chair

Attest: %[\&,\\\‘\E\,W Mg\“cﬂ&\/

Sara Fishet-Goad
Alaska Energy Authority, Secretary
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