BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
March 25, 2016

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 10:04 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]); Tony Izzo (Matanuska
Electric Association [MEA]); Mark Johnston (Anchorage Municipal Light & Power [MLP]); John
Foutz (City of Seward); and Bob Day (Homer Electric Association [HEA]).

3. PUBLIC ROLL CALL (for all others present)

Bryan Carey, Jocelyn Garner, Teri Webster (AEA); Crystal Enkvist (Alaska Power Association
[APAY]); Brian Bjorkquist (Attorney General's Office); Burke Wick (CEA); Ron Woolf (GVEA);
Emily Hutchinson, Brad Janorschke, Alan Owens (HEA); Gary Kuhn (MEA); Mollie Morrison
(MLP); and Sydney Hamilton (Accu-Type Depaositions).

4. AGENDA COMMENTS/ MOTION FOR APPROVAL

MOTION: Mr. Johnston made a motion to approve the agenda as amended. Motion
seconded by Mr. Izzo.

Mr. Carey requested to add 7B. Cook Inlet Aquaculture Association to the agenda.
Mr. Day requested to add 7C. HEA Fixed Wing Contract to the agenda.

The agenda passed as amended.
5. PUBLIC COMMENTS
None.
6. OLD BUSINESS

A. Capital Project Financing
Mr. Woolf reviewed the Financing SVC Project worksheet provided to the Committee. The
financing calculation of $8,729,500 is projected for 19 years at 4 percent. The savings to the
power purchasers is $5.4 million. Mr. Woolf explained the amortization table in the model has
the financing date of 12/31/16. The financing method has not yet been determined.
Mr. Johnston asked what funds have been spent on the SVC Project to date. Ms. Garner noted
some funds have been spent, but does not have the specific amount. Mr. Johnston asked if the

spin plan follows the provided estimate. Ms. Garner informed the estimate is from CEA's
detailed payments. The R&C Fund has to be repaid within four years. Mr. Johnston asked if
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the prefunding of R&C Fund has begun. Ms. Garner agreed the FY16 Budget approved $3.6
million of expenses and a quarter of that amount is being paid this year into the R&C Fund.

Mr. Johnston asked if the participants continued to prefund the project and the bonds were
issued in 2018, would there be a possibility the participants would be refunded any of their
prefunding. Ms. Garner believes that assessment is correct, but would have to verify with bond
counsel.

Mr. Johnston requested clarification on the interest income line item in the budget showing
$180,000 more when bonds were issued for the project as compared to utilizing the R&C Fund.
Ms. Garner explained the projected difference is because the R&C Fund earns a contractually
fixed 7.38 percent interest on the investment balance, which would not be earned if the R&C
Fund was utilized for SVC expenses.

Mr. Johnston requested Ms. Fisher-Goad provide additional information regarding the terms of
the bonds, including insurance.

Mr. Janorschke expressed his appreciation to the Budget Committee for their work on the
model. He asked if both SVC projects have to be built on the same timeline. Mr. Thibert noted
the bid has gone out for both projects. Mr. Janorschke asked if the excess payments go to the
Railbelt Energy Fund. Ms. Fisher-Goad agreed and stated the intended purpose of the fund is
for additional upgrades and projects in the Railbelt. Mr. Bjorkquist advised the Railbelt Energy
Fund is not a legally dedicated fund, but is politically identified for Railbelt purposes.

Mr. Day commented the current scope of the project is to replace in-kind and upgrade the
controls to make the equipment viable for the future. Mr. Day stated there may be a possibility
the Soldotna SVC has been obviated by the changes in the system. Mr. Day requested a cost
benefit analysis be performed by EPS to verify that the scope of the Soldotna SVC project is
adequate and necessary.

Mr. Thibert agreed the study should be thorough and include all the assets with and without the
generation running.

Mr. Wick informed the current bid proposal from ABB includes some study funds to review the
system operations and determine if increased capacity is possible.

Chair Borgeson assigned the O&D Committee to work with CEA and HEA to address these
issues regarding a study and cost benefit analysis for the Soldotna SVC project.

Chair Borgeson assigned the Budget Committee to continue working on the Capital Project
Financing and to report back at the next BPMC meeting with a revised Capital Project Financing
Plan. Chair Borgeson asked if there are funds in this year's budget for the study analysis. The
O&M expenses are under-budget. Consent was given to hire the financial advisor Dan Walker
as a Committee advisor and not to exceed $10,000 from funds the budget committee see fit.

B. Timekeeping of Operator Services
Mr. Woolf informed the Budget Committee reviewed the timekeeping of operator services and
recommends any charges to the Project are billed by actual hours and at the agreed upon

actual rate.

Mr. Day stated all required documentation will be provided. He informed any deviation from
normal procedures may result in additional costs.
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Chair Borgeson assigned the Budget Committee to coordinate with HEA regarding clear
expectations and the development of a satisfactory tracking method. Mr. Janorschke requested
the State be included in this process.

7. NEW BUSINESS
A. FY 17 Budget Approval

Mr. Woolf informed the budget details were reviewed at the last meeting and are provided in the
member's packet. The only change in this budget from what was previously presented is a
decrease of $150,000 for the outside contract services work on manuals.

MOTION: Mr. Johnston made a motion that the Bradley Lake Project Management
Committee approve the FY 2017 Operating and Capital Budget as presented as Scenario
One, in which the SVC is paid for by the R&C Fund. Motion to seconded by Mr. Day.

Mr. Thibert asked if the budget approved today can be modified accordingly before July 1 in the
event financing for the SVC Project occurs. Chair Borgeson, Mr. Carey, and Ms. Garner all
agreed the budget could be amended. Mr. Thibert stated he will vote in favor of the budget as
presented today to move things forward, but he is in favor of the long-term debt option because
it provides the least cost to the membership.

Mr. 1zzo concurred with Mr. Thibert's comments.

Mr. Johnston noted he is not convinced the long-term debt option is the least cost method and
could potentially cost more depending on decisions within the next six months. Going forward
with the R&C Fund provides the greatest flexibility to research all options before a final decision
is made.

A roll call vote was taken and the motion passed unanimously.
B. Cook Inlet Aquaculture Association (CIAA)

Mr. Carey informed AEA was approached by CIAA for the use of the Martin River ponds at the
west-end of the Project. The use would include putting caught salmon into net pens within the
pond until they ripen. The salmon would be harvested and the eggs collected. The crew would
stay in a large tent. Equipment would be flown in and the salmon would be brought in by barge.
The CIAA requested longer-term use to release juveniles in the Martin River ponds so the
salmon would return to the location for harvest.

Mr. Carey reported the Regional Advisory Group and Fish & Game are reviewing CIAA's
request and will provide a decision in May on the approval of a possible permit. Mr. Carey
informed no FERC amendment is required for a permit, but consultation with Fish & Game, Fish
& Wildlife, and National Marine Fisheries Service is necessary to proceed forward.

Mr. Carey noted CIAA has $1 million in liability insurance. The CIAA requested future incidental
usage of equipment, which could either be paid for directly or exchanged for fish survey work.
Mr. Carey will bring updated information on the progress of this request to the next meeting.
The ponds receive all their water from the Martin River and do not benefit from water that is
released from Bradley.

Mr. Owens commented the two bridges between the Project and the ponds will have to be
addressed and may have to be rebuilt. A previous bid received to rebuild both bridges was
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$180,000. The road between the two bridges and after the bridges to the pond will have to be
rebuilt. The road has been demolished and is underwater during high tide.

Chair Borgeson asked if AEA has a recommendation or position on CIAA's request. Ms. Fisher-
Goad stated information is still being gathered on the specifics of the requests and the
challenges to overcome. Ms. Fisher-Goad recommended Mr. Carey continue gathering the
most complete information, work with HEA and the O&D Committee, and present again to the
full Committee. At some point, the Committee will have to make determinations regarding
issuance of a permit and ensure benefits exceed costs. Ms. Fisher-Goad believes this could be
an opportunity to support a broader community effort.

Chair Borgeson asked if there are any other known operator issues with CIAA's request at this
point. Mr. Day believes the request as currently presented would have minimal impact to the
operation.

C. HEA Fixed Wing Contract

Mr. Janorschke explained the current fixed wing contract expires on April 1, 2016. Negotiations
for a new contract are ongoing. Mr. Janorschke indicated since July of 2015, HEA has paid for
approximately $45,000 of fixed wing expenses that should have been allocated to the Bradley
Project. Mr. Janorschke requested HEA be allowed to bill for that retainer amount. He noted
the FY16 budget is currently $200,000 under budget in account 539.

Chair Borgeson noted the $45,000 true-up of fixed wing expenses is within budget and will go
into the normal period billing. There was no objection from the Committee.

8. COMMITTEE REPORTS
None.
9. OPERATORS REPORT

Mr. Owens presented the Operators Report. He requested feedback regarding the fishwater
screen debris removal efforts. The lake drawdown forecast is on schedule to meet the lake
level goal of 1,070 feet by April 15th. Mr. Owens reviewed the pictures of construction and
debris shown in the presentation.

Mr. Owens informed the Yukon Fire Company traveled to Bradley on March 21st and 22nd and
completed fires system inspection. All of the alarm panels are functional and only two alarm
horns and a couple device switches have to be replaced at this time. The alarm panels will
need to be replaced over the next few years. The analysis of the best option for replacement
will occur during the interim.

Chair Borgeson complimented Mr. Owens on the execution on the fishwater screen debris
removal project work.

10. COMMITTEE ASSIGNMENTS

Chair Borgeson assigned the O&D Committee to work with CEA and HEA to address these
issues regarding a study and cost benefit analysis for the Soldotna SVC project.

Chair Borgeson assigned the Budget Committee to continue working on the Capital Project
Financing, to hire financial advisor Dan Walker as Committee advisor not to exceed $10,000,
and to report back at the June BPMC meeting with a revised Capital Project Financing Plan.
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Chair Borgeson assigned the Budget Committee to coordinate with HEA and AEA regarding
clear expectations and the development of a satisfactory timekeeping tracking method of
operator services.

1. MEMBERS COMMENTS

Ms. Fisher-Goad announced she tendered her resignation to the State of Alaska and a
transition time is being developed. She expressed her pleasure working with the BPMC on

energy issues.

Mr. Day expressed his understanding of the Committee's concern there is value for the payment
to HEA as operator of Bradley. Mr. Day encouraged O&D committee members to visit Bradley
operations.

Mr. Thibert expressed his appreciation to the Finance Committee for their efforts on the
proposal and for their anticipated work. Mr. Thibert congratulated Ms. Fisher-Goad and
expressed appreciation for her contributions over the years.

Mr. Foutz expressed his appreciation to Mr. Owens for his update, and wished good luck to Ms.
Fisher-Goad.

Mr. Johnston and Mr. |zzo echoed the previous member comments.

Chair Borgeson expressed his appreciation for all the work presented, and particularly to the
Budget Committee for their extra effort. Chair Borgeson congratulated Ms. Fisher-Goad.

12. NEXT MEETING DATE - TBD May 2016
13.  ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 11:32 a.m.

B@A&w
Cory Borgeson, Chair
Attest: %1 AQEWSZ\*-»- “(4629\—/

Sara Fisher-Goad
Alaska Energy Authority, Secretary
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