BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
December 14, 2016

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 9:55 a.m.

2. ROLL CALL FOR COMMITTEE MEMBERS

Cory Borgeson (Golden Valley Electric Association [GVEA]); 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]); Brad
Janorschke (Homer Electric Association [HEA]); and John Foutz (Seward).

3. PUBLIC ROLL CALL

Bryan Carey, Jocelyn Garner, Melissa St. Denis, Kelli Veech, Kirk Warren, Teri Webster, Brandi
White (AEA); Dave Gillespie (ARCTEC); Brian Bjorkquist (Attorney General's Office [AGO]);
Brian Hickey, Mark Johnson, Burke Wick (CEA); Emily Hutchinson (phone), Larry Jorgensen,
Alan Owens, Bob Day (HEA); Gary Kuhn, David Pease (MEA); Kirk Gibson (Mcdowell Rackner
Gibson PC); Anthony Scott, Jeff Warner (MLP); Gary Dixon (Swalling & Associates); and
Sydney Hamilton (Accu-Type Depositions).

4. PUBLIC COMMENTS

None.

5. AGENDA APPROVAL

MOTION: Mr. Thibert made a motion to approve the agenda. Motion seconded by Mr.
1zzo.

The motion passed unanimously.
6. APPROVAL OF PRIOR MINUTES - October 19 and October 31, 2016

Mr. Lamb noted the agenda incorrectly reflects the minutes are dated October 27, and should
be corrected for the record as October 31. There was no objection to the date correction.

MOTION: Mr. Janorschke made a motion to approve the minutes of October 19 and
October 31, 2016. Motion seconded by Mr. 1zzo.

The motion passed unanimously.

7. NEW BUSINESS
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A. Election of Officers
Mr. 1zzo nominated the existing slate of officers for reelection; Chair Borgeson, Vice-Chair
Thibert, and Secretary/Treasurer Lamb. There were no objections.

MOTION: Mr. Janorschke made a motion to elect the existing slate of officers; Chair
Borgeson, Vice-Chair Thibert, and Secretary/Treasurer Lamb. Motion seconded by Mr.
Foutz.

A roll call was taken, and the motion passed unanimously.
B. FY16 Audit and Refund

Mr. Gary Dixon of Swalling & Associates presented the unmodified Independent Auditor's
Report on the special purpose financial statements of the Operating Fund and Revenue Fund.
Mr. Dixon reviewed the 2016 budget, actual, and variance numbers. The analysis included
statements of assets and liabilities, statements of revenues and expenses, notes to financial
statements, statements of cash flow, and statements of expenses. Mr. Dixon discussed the
auditor's responsibilities over the audited special-purpose financial statements. There were no
changes to accounting principles, no difficulties during the audit, and no changes to AEA's
provided information. The only suggestion noted was the retainage obligations should be
accounted as a payable from the R&C Fund.

Chair Borgeson expressed appreciation to Mr. Dixon for his diligent work completing the audit,
and to HEA and Mr. Owens for the great financial performance.

MOTION: Mr. Janorschke made a motion to accept the FY16 Audited Financial
Statements and approve a refund to the utilities of $2,120,374, broken out as $1,064,413
from the O&M Fund and $1,055,961 from the R&C Fund. Motion seconded by Mr. Foutz.

A roll call was taken, and the motion passed unanimously.

Chair Borgeson expressed appreciation to Ms. Garner and AEA staff for their diligent work
during the audit process. Mr. Lamb expressed his pride in the AEA staff for their efforts.

C. Battle Creek Project Update

Mr. Carey reviewed the Battle Creek Project update data sheet provided to members. He noted
the scheduled call with FERC Dam Safety on December 13th went well and an additional
meeting is scheduled in January. Mr. Carey informed no comments were received on the DNR
published Notice of Water Rights Application and the rights are expected to be issued in
January. No issues are expected regarding the land lease amendment with DNR.

Mr. Carey outlined the 2017 schedule. The final cost estimate is slated for February. Final
plans and specs are to be reviewed by FERC Dam Safety in March. The financing discussions
among the utilities regarding agreements and modifications need to move forward in parallel to
the final design specifications. Bidding could occur as soon as June. A short list of qualified
contractors would patrticipate in the site visit and submit their bids by late September or October.
The contract is scheduled to be awarded in October.

Chair Borgeson suggested a planning session in January to discuss financing options and the
effects of project participation and non-participation by the utilities.
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D. Notice for O&M Agreement

Mr. Gibson informed that during the June 15th, 2016 meeting, the Committee extended the time
for termination of the O&M Agreement between AEA and Homer for six months, and extended
the end date of the termination period for six months. Those extension dates expire December
30, 2016. Mr. Gibson provided a draft amendment if the Committee decides to extend the
agreement again. Mr. Gibson noted AEA expressed concerns regarding the process of a new
request for proposal (RFP). Mr. Lamb informed AEA is obligated to follow and address
nondelegable duties under the Bond and Power Sales Agreement. This includes ensuring the
project is operating at the lowest reasonable cost and in an efficient, economical manner.

MOTION: Mr. Johnston made a motion to provide notice to Homer Electric Association
of the termination of the contract within two years, and to begin the process of an RFP to
find an operator that would operate the project properly in an efficient and economical
manner at the lowest reasonable cost to the purchasers. Motion seconded by Mr. Foutz.

Mr. Lamb cautioned about rushing the RFP process. He believes it is important the RFP
provide an all-inclusive scope of the project with input from utilities and AEA.

Mr. Bjorkquist requested HEA, on the record, confirm support of the direction of the Committee
to approve the motion. Mr. Janorschke stated HEA agrees to allowing the RFP process to
occur and shares the opinion there are no assurances a bid will come in lower than the current
costs. Mr. Janorschke believes one of the agreements, AS 42.05, narrows the qualifications of
the operator to one of the Committee participants. Mr. Bjorkquist does not believe Mr.
Janorschke's comments and interpretations are accurate. Mr. Bjorkquist also believes it is
highly unlikely a non-Committee member operator could offer a lower bid.

Mr. 1zzo expressed support for the motion as a prudent business practice. He believes HEA
has provided excellent work for the project.

Mr. Carey requested the utilities provide representatives to work with him regarding construction
of the RFP language with regard to qualifications and specific duties to be included. Chair
Borgeson informed a committee will be assigned to fulfill his request.

Chair Borgeson expressed his comfort in HEA's performance. He expressed support for the
RFP as a prudent and due diligent practice. He believes the RFP will provide a great learning
opportunity to understand what it takes to operate the facility, and will lead to better decisions.

A roll call was taken, and the motion failed, with Mr. Lamb voting against.

Mr. Gibson informed the affirmative vote of four members with greater than 51% and the
affirmative vote of AEA is required for the motion to pass because it is for the maintenance and
operation of the project.

Mr. Johnston inquired as to AEA's objection to the motion. He informed the two year's notice is
required to be given by the end of December, even if HEA remains the operator. Mr. Lamb
requested a revote on the motion. He did not realize a no-vote from AEA would automatically
fail the motion. Mr. Lamb noted the Committee previously sourced analysis of HEA's operations
and the report came back favorable. He is in favor of HEA continuing operations and is
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cognizant of the concerns of the employees currently operating the project. Chair Borgeson
allowed Mr. Lamb to reconsider his vote on the motion.

MOTION: Mr. Johnston made a motion to provide notice to Homer Electric Association
of the termination of the contract within two years, and to begin the process of an RFP to
find an operator that would operate the project properly in an efficient and economical
manner at the lowest reasonable cost to the purchasers. Motion seconded by Mr. Foutz.

A roll call was taken, and the motion passed unanimously.
E. FERC Federal Land Fees

Mr. Carey provided the report on the FERC Federal land fees. He explained BPMC and the
Alaska Group's attorney Van Ness Feldman (VNF) appealed FERC's 2016 fees and petitioned
for rulemaking to change the land fee rules for Alaska. FERC denied the appeal of the 2016
fees. FERC invited the Alaska Group to further pursue the petition. VNF recommends the
Alaska Group further pursue the petition to change the land fee rules for Alaska. VNF has
exhausted the initial budget for this effort. Mr. Carey requested the Committee increase the
VNF budget item by $5,000 to amply cover the over-budgeted amount due to VNF and to
pursue the FERC petition at an estimated cost of $4,000.

MOTION: Mr. Johnston made a motion to approve the additional payment of up to $5,000
for legal counsel addressing the issues regarding the FERC Federal land fees. Motion
seconded by Mr. Foutz.

A roll call was taken, and the motion passed unanimously.

Chair Borgeson expressed his appreciation to Mr. Carey for his work.

8. COMMITTEE REPORTS

Ms. Garner informed the first quarter financial report is included in the member packets. There
were no questions.

9. OPERATOR REPORT

Mr. Owens submitted the Operator Report. There were no questions.
Chair Borgeson expressed appreciation to Mr. Owens and the project staff.
10. COMMITTEE ASSIGNMENTS

Chair Borgeson requested each utility and AEA assign a representative by December 22, 2016,
to form the Battle Creek Project Finance Committee. The Finance Committee will then be
tasked with starting discussions with AEA regarding Battle Creek financing.

Chair Borgeson requested each utility and AEA assign a representative by January 31, 2017, to
form the Operator Procurement Advisory Committee. Any utility who intends to submit a bid for
the RFP must provide notice to the Committee and will not be specifically part of the Advisory
Committee to mitigate any conflicts of interest. Access to the utilities' personnel is available as
necessary.
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11. MEMBERS COMMENTS

Mr. Foutz wished everyone a merry Christmas and happy New Year.

Mr. Janorschke wished everyone a happy New Year.

Mr. Izzo wished everyone a merry Christmas and happy New Year.

Mr. Johnston echoed the good holiday wishes.

Mr. Thibert wished everyone happy holidays. Mr. Thibert specifically expressed the fact of
going out to bid does not mean the Committee does not support the current team at the project.

He noted the Committee supports the team and wanted to work together to allay any concerns
the team may have.

Chair Borgeson expressed appreciation to all in attendance for their work this year. He looks
forward to next year and wished happy holidays to all.

12. NEXT MEETING DATE - TBD
The next meeting date is to be determined for a date in February.
13. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 11:00 a.m.

s

Cory Borgeson, Chair

Attest: W ” //

Michael Lamb *
Alaska Energy Authority, Secretary
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