BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
August 26, 2016

1. CALL TO ORDER

Vice-Chair Thibert 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]- phone); Michael Lamb (Alaska
Energy Authority [AEA]); Lee Thibert (Chugach Electric Association [CEA]); Tony Izzo
(Matanuska Electric Association [MEA]); Mark Johnston (Anchorage Municipal Light & Power
[MLP]); Bob Day (Homer Electric Association [HEA]); and John Foutz (Seward - phone).

3. PUBLIC ROLL CALL (for all others present)

Bryan Carey, Jocelyn Garner, Teri Webster (AEA); David Gillespie (Alaska Railbelt Cooperative
Transmission and Electric Company (ARCTEC)); Brian Bjorkquist (Attorney General's Office
[AGO]); Burke Wick, Paul Risse (CEA); Tom DeLong, Ron Woolf (phone) (GVEA); Emily
Hutchinson (phone), Alan Owens (HEA); Jim Brooks, Ed Jenkin, David Pease (MEA); Mollie
Morrison, Jeff Warner (MLP); Bernie Smith (Public); and Sydney Hamilton (Accu-Type
Depositions).

4. PUBLIC COMMENTS

None.

5. AGENDA COMMENTS/ MOTION FOR APPROVAL

Vice-Chair Thibert added Item 8C. Proposed budget amendment #1.

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

The amended agenda passed unanimously.
6. APPROVAL OF PRIOR MINUTES - June 15, 2016

MOTION: Mr. Day made a motion to approve the minutes of June 15, 2016. Motion
seconded by Mr. Johnston.

The motion passed unanimously.
7. OLD BUSINESS

A. SVC Agreement
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Mr. Gibson indicated he spoke with Mr. Bjorkquist and Mr. Baldwin this week regarding the
maintenance discussions between HEA and CEA. The definitive SVC agreement is in the
process of being developed. Mr. Gibson requested this item be placed on the agenda for the
next meeting.

8. NEW BUSINESS
A. Utility mediation update

Vice-Chair Thibert requested Chair Borgeson provide the update on the mediation process
regarding the wheeling costs and issues across the HEA system. Chair Borgeson noted
significant progress has occurred and is hopeful a resolution can be reached by the end of
September.

B. Battle Creek project update and motion

Vice-Chair Thibert requested Mr. Carey provide the Battle Creek project update. Mr. Carey
informed the environmental assessment (EA) from Federal Energy Regulatory Commission
(FERC) was issued in July. No comments have been received. The final EA should be issued
soon. The preliminary design report was issued in July with a 2017 construction cost estimate
of approximately $44 million. Mr. Carey informed the financing rate will influence the final cost
of power. The new road and the outlay of the HDPE pipe underneath are the main cost drivers
of the project.

Mr. Carey reported $800,000 is needed for the final design bid documents and other FERC
required documents to complete the bidding process, including the pre-bid site visit and post-bid
evaluation. Mr. Lamb informed a budget amendment is necessary to adequately cover the
requested cost.

Chair Borgeson requested more time for the staff and Budget Committee to conduct due
diligence and to review the requested amendment and timeline. Chair Borgeson expressed
concern and asked for clarification on the appropriateness of utilizing the R&C fund for the
budget amendment. Mr. Gibson noted this work is optional and is not qualified as required
project work. Mr. Gibson believes the BPMC can choose to utilize the R&C fund for these
efforts. Mr. Bjorkquist agreed with the comments of Mr. Gibson.

Chair Borgeson asked if one utility could opt-out of contributing because it is not required work.
Mr. Gibson informed all the utilities have participated up to this point. Mr. Gibson believes it is
possible for nonparticipating utilities to opt out of optional project work. Mr. Gibson is not aware
of any recent discussions. Mr. Bjorkquist informed detailed contractual arrangements and
amendments would have to be established before any opt-out alternatives may occur.

Chair Borgeson requested further information regarding who developed the estimate of the
additional $800,000 and the process of obtaining the estimate. Mr. Carey provided the
background of acquiring DOWL Engineers as one of the contract winners through the AEA
request for proposal (RFP) process four years ago. Mr. Carey noted the project manager has
been proactive in finding ways to lower the total cost of the project, including minimizing the
road width and making the concrete in Homer. Mr. Carey informed DOWL Engineers would
receive approximately $650,000 of the $800,000 of requested additional funds.
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Chair Borgeson asked if a competitive bid process will occur for the $650,000 of engineering
work. Mr. Carey informed the competitive bid process will come due next year. Entering into a
competitive bid process now would create both time issues and cost issues. Chair Borgeson
inquired regarding the impact to the project if the requested $800,000 budget amendment is
delayed 30 or 60 days. Mr. Carey does not believe there would be an impact to the project with
a delay of 30 days. He explained a delay of 60 days may begin to have an effect on the FERC
required plans that need to be completed six months before construction. The final design and
revised cost estimate are expected to be available in the spring.

MOTION: Chair Borgeson made a motion to table the budget amendment of $800,000 to
the next BPMC meeting which will be scheduled within 30 to 60 days. Motion seconded
by Mr. Johnston.

Mr. Lamb requested an explanation of what additional information will be sought during the 30-
day extension. Mr. Johnston commented the members prefer to have enough time to examine
the information with their staff in order to make an informed decision. He does not believe four
days is an adequate amount of time to review the information. Mr. 1zzo concurred. Mr. Carey
informed an email sent to the BPMC in July indicated the final EA had been received and noted
the need for the $800,000 budget increase.

Chair Borgeson requested the 30-day period be used as a time of due diligence for the GVEA
engineering staff to analyze the drawings, the process and the qualifications of the final design,
and to share those findings with the Committee members. Chair Borgeson requested
alternative financing options be discussed during the 30 to 60-day period. He is not convinced
the financing should go through the R&C fund. Chair Borgeson suggested one of the
participating utilities assume an oversight role and work more closely with AEA.

Vice-Chair Thibert noted Mr. Risse has completed a similar project and would be willing to
provide a presentation to the Committee discussing the process, issues and design.

Vice-Chair Thibert assigned the O&D Committee to analyze the water management if of one or
more of the utilities did not participate in the project and to provide the assessment at the next
BPMC meeting. Mr. Wick noted discussions have begun in the O&D Committee and each utility
has been asked to inform the O&D Committee of its participation level to develop an accurate
analysis of water allocation of Battle Creek and financing options.

Mr. Day informed the budget amendment is for the final design of the project and supports the
motion to table since an extension of 30 days will not impact the project.

Vice-Chair Thibert assigned the Finance Committee, with the assistance of Mr. Bjorkquist and
Mr. Gibson, to review funding arrangements of the potential budget increase of $800,000 under
the scenario of one or more utilities not participating in Battle Creek.
The motion passed.

C. Proposed budget amendment #1

Tabled until next meeting.

9. COMMITTEE REPORTS
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Ms. Garner reviewed the provided Budget to Actual Expense Report through June 30, 2016,
which includes all of the fiscal year (FY) 2016 expenses. The replacement of the fish water
valve actuators was the only capital expense that was not funded by the R&C fund. The
operations and maintenance budgeted amount was $5.5 million and the actual budget came in
at $4.2 million, which is under budget by $1.3 million. The largest under budget items were the
FERC 562 station expenses and FERC 571 maintenance of overhead lines.

Ms. Garner reviewed the R&C fund disbursements and repayments. The largest under budget
items were the fishwater screen debris removal and the SVC replacement. The fire alarm
system replacement was postponed to the FY17 budget.

Mr. 1zzo requested more information on the reasons some of these big items were under budget
this fiscal year. Mr. Day informed some of the projects worked really well and came in under
budget. One of the projects encountered additional problems and will require more funding next
year. Mr. Day commented the line maintenance came in under budget this year, but the
maintenance is ongoing and will continue next year.

Chair Borgeson noted he requested this extra report. He expressed appreciation to Ms. Garner
for her efforts and found the report helpful.

10. OPERATORS REPORT

Mr. Owens presented the Operators Report that was provided to members. He commented the
2017 budget is anticipated to be more accurate to the actuals than the 2016 budget. Mr. Owens
commented plant and dam tours were provided to 26 individuals who financed their own
transportation from Homer and were participating in the 25-year Bradley Lake reunion. The
feedback was positive.

Mr. Owens reported on the Unit #2 nozzle oil leak indication. Monitoring will continue and a
repair plan will be developed and brought before the O&D Committee. Further research will
occur to determine if better technology is available for future purchase. Mr. Owens explained
the fishwater control automation project is expected to take 18 months. The fire alarm panel
upgrades will be bid in two stages and will carry over into 2017. The current lake level is 1,171.

11. COMMITTEE ASSIGNMENTS

Vice-Chair Thibert assigned the O&D Committee to analyze the water management if one or
more of the utilities did not participate in the project and to provide the assessment at the next
BPMC meeting.

Vice-Chair Thibert assigned the Finance Committee, with the assistance of Mr. Bjorkquist and
Mr. Gibson, to review funding arrangements of the potential budget increase of $800,000 under
the scenario of one or more utilities not participating in Battle Creek.

12. MEMBERS COMMENTS

Chair Borgeson expressed his appreciation to Vice-Chair Thibert and the staff for their diligent
work.

Mr. Lamb expressed his appreciation for the good operators report.
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Vice-Chair Thibert echoed Mr. Lamb's comments and appreciated the attention to finding a
better design for the O-rings. He thanked HEA for coordinating the 25th year reunion.

13. NEXT MEETING DATE

Chair Borgeson will coordinate with Ms. Webster to determine the date for the next meeting
within 30 days, if possible. The meeting scheduled after the meeting to be determined is on
November 4, 2016.

14. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 10:35 a.m.

BY: QVQ ()2")?)/‘&9’"‘\

Cory Borgeson, Chair

Attest: /ﬁ A //

Michael Lamb
Alaska Energy Authority, Secretary
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