BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
May 27, 2016

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 9:31 a.m.

2. ROLL CALL (for Committee members)

Cory Borgeson (Golden Valley Electric Association [GVEA]); Bryan Carey (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)

Yolanda Inga, Michael Lamb, Kirk Warren (AEA); Michael Rovito (Alaska Power Association
[APA]); Mike Mattix (Federated Rural Electric Insurance Exchange - phone); Brian Bjorkquist
(Attorney General's Office [AGQ]); Mark Johnson, Burke Wick (CEA); Lynn Thompson (GVEA -
phone); Emily Hutchinson (phone), Alan Owens (HEA); Gary Kuhn, David Pease, Matt Reister
(MEA); Mollie Morrison, Jeff Warner (MLP); Kirk Gibson (McDowell, Rackner, Gibson, PC);
Bernie Smith (Public); and Sydney Hamilton (Accu-Type Depositions).

4. AGENDA COMMENTS/ MOTION FOR APPROVAL

MOTION: Mr. Johnston made a motion to amend the agenda order by moving Item 9.
Executive Session to after Item 13. Members Comments. Motion seconded by Mr. Foutz.

Mr. Day objected to Item 9. Executive Session HEA Settlement Update. HEA does not believe
it is an appropriate area of discussion for the BPMC. Chair Borgeson informed this item is in
response to a request from Sara Fisher-Goad regarding information on the process the utilities
are following. He does not believe terms of the settlement will be discussed.

The agenda passed, with Mr. Day voting against.

5. PUBLIC COMMENTS

None.

6. APPROVAL OF PRIOR MINUTES - March 4 and April 21, 2016

MOTION: Vice-Chair Thibert made a motion to approve the minutes of March 4, 2016.
Motion seconded by Mr. Johnston.
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Chair Borgeson questioned the accuracy of Item 13 stating the next meeting date will occur
Friday, March 25th. Mr. Day informed he verified Item 13 with staff and the date is correct. The
meeting minutes of March 25th have not yet been produced.

The motion passed unanimously.

MOTION: Mr. Johnston made a motion to approve the minutes of April 21, 2016. Motion
seconded by Mr. Izzo.

Chair Borgeson expressed appreciation to Vice-Chair Thibert for chairing the April 21st meeting.
The motion passed unanimously.
7. OLD BUSINESS

A. Project Financing Recommendations

Mr. Reister informed the Budget Subcommittee was tasked by the BPMC with investigating
long-term financing recommendations for the SVC construction project. The Budget
Subcommittee utilized financial advisor Dan Walker, who prepared a recommendation memo
dated May 4th. Mr. Reister stated the majority of the Budget Subcommittee recommends the
continued investigation of a 20-year term loan with a floating rate. He provided the Budget
Subcommittee report, which summarizes potential loan terms with lender CoBank. The Budget
Subcommittee requests BPMC direct AEA to complete underwriting information requests with
CFC for current and future financing proposals.

The Budget Subcommittee presented two draft motions:

DRAFT MOTION #1: Move the Budget SubCommittee, with the assistance of its financial
adviser, be directed to negotiate with CFC and/or its affiliate NCSC, and CoBank, terms
and pricing for an approximate 20 year $9M floating rate term loan including penalty-free
options to refinance, convert to fixed rate pricing, and/or combine with future financings,
forward the resulting proposals to Bond Counsel for its review, and present the results of
negotiations with these two potential lenders and Bond Counsel’s review of such to the
BPMC for further consideration.

DRAFT MOTION #2: Move the AEA be directed to complete underwriting-related
information requests with CFC and/or its affiliate NCSC necessary to enable CFC/NCSC
participation in financing proposals for the SVC project and/or other potential future
financings at an estimated cost of $2,500, plus legal and bond counsel review fees.

MOTION: Mr. Johnston made a motion to table any motions on the SVC financing until
authorized by BPMC after the conclusion of the settlement agreements. Motion
seconded by Mr. Day.

Vice-Chair Thibert expressed appreciation to the Budget Subcommittee for their work. He noted
CEA is in favor of long-term financing. Vice-Chair Thibert inquired as to any concerns in tabling
actions until after the settlement agreement is finalized, which could be in August. Mr. Lamb
requested approval for AEA to work with CFC on the underwriting information process.
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Mr. Carey stated AEA prefers to conduct discussions with potential financing entities as soon as
possible to allow sufficient time for the process. Mr. Carey informed the incoming executive
director and CFO are anticipated to participate in the financing discussions with CFC and other
lenders.

Mr. Johnston asked what the expected timeframe is for the process of AEA to become an
authorized borrower of either CoBank or CFC. Mr. Reister believes the process would take a
minimum of six weeks. Mr. Johnston asked what the estimated cost is of legal and bond
counsel. Based upon a simple review, the cost estimate would be around 10 to 20 thousand
dollars but if it gets complicated the price can go much higher.

Mr. Day stated his support of the motion to table and expressed HEA will not support new
financing operations past 2021, absent a settlement agreement.

Vice-Chair Thibert asked Mr. Gibson if BPMC members and legal counsel need to provide
opinions before financing can move forward. Mr. Gibson stated the lender determines what is
required.

Chair Borgeson asked if the loan could be to the BPMC outside of AEA. Mr. Gibson agreed.

He reviewed the power sales agreement, bylaws, bond, and spoke with Mr. Bjorkquist regarding
loans and determined alternative methods of financing are contemplated and accommodated.
Bond counsel is involved in the process. Mr. Bjorkquist advised 100% of the revenues from the
project are pledged to the bonds and if the financing is not structured as a supplemental bond,
there is no revenue source to pay for it. The loan would have to be paid from sources other
than project revenues.

MOTION AMENDMENT: Mr. Johnson amended his motion to read: Table the SVC
financing but direct staff to go forward with getting AEA as a qualified borrower so that,
in anticipation of the settlement, this financing might happen quickly. Motion seconded
by Mr. Day.

Mr. Lamb clarified this motion included Bond counsel review of the potential lenders.

Mr. Day requested verification the Soldotna SVC is a required piece of equipment under the
definition of required work because the current system is different from previous system studies.
Vice-Chair Thibert believes an AEA white paper exists stating the SVC repair would be required
project work. Mr. Bjorkquist agreed. Chair Borgeson assigned the O&D Committee to review
that the SVC project is truly necessary and to advise BPMC of their findings.

Mr. 1zzo commented the settlement process should be postponed until the O&D Committee's
review is complete.

Chair Borgeson requested Mr. Reister and the financial advisor conduct additional research
regarding financing for the project being provided by the utilities and to report back to BPMC.

Vice-Chair Thibert requested Mr. Gibson report at the next meeting regarding the Option Two
(self-financing) including continued RCA exemption coverage. Additionally, he requested the
Finance Committee review the option of CEA providing financing through the end of
construction through the commercial paper program.

A roll call vote was taken and the motion passed, with Mr. I1zzo voting against.
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B. Dynamic Scheduling Update

Mr. Wick reported dynamic scheduling has been successfully used with CEA and MLP.
Technical challenges have occurred with CEA and MLP joining in with GVEA. The issues are
being addressed. Mr. Warner advised MLP is not currently utilizing the available dynamic
scheduling. GVEA is in the process of implementing a new SCADA system and dynamic
scheduling has been delayed. HEA is invited to work with the technical representatives to utilize
dynamic scheduling.

Chair Borgeson asked if GVEA can call CEA's dispatch center to change the Bradley outflow
until the technical interface problems are resolved. Mr. Wick agreed a phone call to change
allocated outflow is acceptable and available to all participants. He noted the glitches have
occurred with the automatic outflow changes.

8. NEW BUSINESS
A. ARECA Property Insurance

Mr. Carey informed Bradley needs to have insurance as of July 1, 2016 for the next fiscal year.
The review of the renewal of insurance with ARECA showed a substantial premium increase
and a letter was provided to members. Mr. Carey stated a representative from Federated Rural
Electric Insurance Exchange, Mr. Mattix, is on the phone and can give additional information.
Mr. Carey posed examples of insurance coverage options. Staying at existing deductible
amounts increases the property insurance premium by approximately $200,000 a year.
Premium savings could come from reducing the deductible for earthquake, fire, or non-
earthquake/fire liability portion.

Mr. Johnston asked if the reinsurance for ARECA is only related to Bradley. Mr. Mattix agreed
the reinsurance is related only to Bradley Lake and is approximately $650,000. Mr. Mattix
explained there are two reinsurers involved. One is for the $50 million overall property limit for
perils, including fire. The earthquake and flood coverage is with two carriers. An audit was
conducted and found the second layer of earthquake and flood coverage was not factored into
the premium calculation for Bradley Lake. Mr. Mattix informed the reinsurers have been
contacted to develop the lowest cost options for consideration. The 2.7% premium tax will be
paid to the State of Alaska. Mr. Johnston asked if the insurance follows an RFP process and
under what frequency. Mr. Carey agreed an RFP process is used and was put out last fall. The
total length of the contract could extend up to five years if the renewable option is chosen.

Chair Borgeson indicated his involvement in the selection of ARECA. He noted the bids were
only for the procurement brokerage costs and not the estimated cost of insurance. Chair
Borgeson asked Mr. Mattix if this increase would have occurred under other insurers. Mr. Mattix
agreed and informed the traditional reinsurers' premiums are within approximately 5% of each
other.

Mr. Johnston requested an update on budget changes that would need to occur because of the
premium increase. Mr. Carey reported the budgeted amount was based on previous years at
approximately $500,000 for property insurance. The increase in insurance premium cost could
be up to $200,000.
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Mr. Mattix explained the two primary alternatives to reduce the premium closer to the budgeted
amount. An increase in the deductible on the overall property policy from $1 million to $2 million
would result in $100,000 cost savings. An increase in the flood and earthquake deductible from
$7.5 million to $10 million would result in $37,500 cost savings. Mr. Mattix offered this
information for consideration as within the 20% acceptable range of deductible limits and did not
offer it as a presumed recommendation.

Mr. Carey advised the State's risk management team needs to review any potential changes to
deductibles.

Vice-Chair Thibert believes it is important to take time to review significant changes such as
these outside the meeting with risk management, rather than deciding on numbers at the board
meeting. There was notice about a change in premium cost, but there was no notice regarding
the increases in deductibles.

Chair Borgeson concurred and stated this issue and other issues have a July 1st deadline. A
meeting will be scheduled between June 15th and June 20th to address these issues. Chair
Borgeson requested Mr. Mattix provide the numbers discussed today, deductibles and
anticipated premiums, in writing to staff as soon as possible and have binding insurers by the
June meeting. Mr. Mattix agreed and will provide the anticipated premiums by Wednesday of
next week.

B. Substation Maintenance by Participating Utilities

Mr. Day explained the contract for maintenance of the SVC was originally given to CEA and
would expire upon the expiration of the lease with HEA. Mr. Day believes it makes financial
sense for HEA to perform the maintenance at the Soldotna Substation and for CEA to perform
the maintenance at the Dave's Creek Station. Both parties would be in their respective facilities.

Chair Borgeson informed this issue will be referred to the O&D Committee for review.
10. COMMITTEE REPORTS

None.

11. OPERATORS REPORT

Mr. Owens presented the Operators Report. He discussed the cost overview in Section 1C.
The annual maintenance for Unit One was completed on May 22nd and nothing alarming was
found. The annual maintenance for Unit Two and nozzle rebuild began on May 23rd. Mr.
Owens stated for the record both audits anticipate increased wear on the nozzles due to
dynamic dispatching. Mr. Owens informed mitigation to the possible increased nozzle wear is to
have one fully assembled spare nozzle available. There are currently enough parts onsite for
repair of an additional nozzle. Nozzle wear should be reviewed in five years and the O&D
Committee should review new technologies at that point.

Mr. Owens informed the $50,000 in the 2017 budget for fuel and transportation will not be spent
due to the recent low fuel costs and strategic barging.

Chair Borgeson requested Mr. Day discuss the water tracking and reservoir model. Mr. Day
discussed targets were met on April 15th and all the utilities operated well in taking allocations
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and keeping the lake level down. He explained the current requirements in the allocation and
scheduling procedures. Mr. Day asked for an assignment to be given to the O&D Committee to
review the reservoir model and allocation procedures and to bring them up-to-date with the new
information.

Mr. Wick reported the lake level is currently at 1,089 and is on schedule with filling for this time
of year.

12. COMMITTEE ASSIGNMENTS

Chair Borgeson assigned the O&D Committee 1) to review the water tracking and reservoir
model, 2) to confirm work is needed on the SVC, and 3) to review the substation maintenance.

Chair Borgeson assigned the Finance Committee 1) to continue working on financing and to
review Option Two, and 2) to work with HEA on a time allocation tracking system.

Chair Borgeson assigned Mr. Gibson to report on the effects of financing outside of the project
on the RCA exemption and the effects to the minimum payment after the bonds are paid off.

13. MEMBERS COMMENTS

Mr. Izzo commended HEA on the well-managed fish water screen debris removal project.
Vice-Chair Thibert and Mr. Johnston echoed Mr. 1zzo's comments.

Chair Borgeson expressed his appreciation to both Mr. Day and Mr. Owens for extraordinary
execution of the project. Chair Borgeson believes a long-term strategic planning meeting

should be scheduled promptly.

9. EXECUTIVE SESSION: 11:23 a.m.
HEA Settlement Update

The Committee reconvened its regular meeting at 11:30 a.m.
14. NEXT MEETING DATE - TBD
15. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 11:30 a.m.

BY: Nz

Cory Borgeson, Chair

Attest: % 2 { 4\4

Brya%ﬂﬁrey
Alaska Energy Authority, Segrétary
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