BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
February 17, 2017

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 9:46 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, Katie Conway; Jocelyn Garner, Jennifer Haldane, Valerie Leavitt, David Lockard,
Kelli Veech, Kirk Warren, Teri Webster, Brandi White (AEA); Brian Bjorkquist (Attorney
General's Office [AGOQ]); Crystal Enkvist (Alaska Power Association [APA]); Brian Hickey, Mark
Johnson, Russ Thornton, Burke Wick (CEA); Bob Day, Emily Hutchinson (phone), Larry
Jorgensen, Alan Owens (HEA); Kirk Gibson (Mcdowell Rackner Gibson PC); Jim Brooks, Gary
Kuhn, David Pease (MEA); Anthony Scott (MLP); Jay Layne (phone), Bernie Smith (Regulatory
Commission of Alaska [RCA]); Sydney Hamilton (Accu-Type Depositions); and TW Patch
(Public).

4. PUBLIC COMMENTS

None.

5. AGENDA APPROVAL

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

Mr. Lamb requested to amend the agenda adding Item 7D. Bradley O&M Procurement Update
and Item 7E. Bradley Project Organizational Chart

The agenda was approved as amended.
6. APPROVAL OF PRIOR MINUTES - December 14, 2016

MOTION: Mr. Foutz made a motion to approve the minutes of December 14, 2016.
Motion seconded by Mr. Janorschke.

The motion passed without objection.
7. NEW BUSINESS

A. Battle Creek Project Update
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Mr. Carey reviewed the Battle Creek Project update data sheet provided to members. The
permitted water rights for the project were received from Department of Natural Resources
(DNR). Revised information for the land lease were submitted to DNR and is expected to be
prioritized before the brush is cleared in July. The Federal Energy Regulatory Commission
(FERC) Fish Plan sent out three weeks ago has received comments from Fish and Game, and
will be used as a template for future licensees.

Mr. Carey noted the schedule is currently on track and will only be delayed if the financing and
agreements do not move forward as anticipated. The timeline includes the initial request for
proposal (RFP) in late June, site visit for contractor and clearing in August, bids received in late
fall, road construction in 2018, pipe and dam installation in 2019, and the diversion beginning in
2020. Mr. Carey stated the finalized 95% cost estimate came in less than the previous estimate
and is approximately $46.7 million.

Mr. Thibert asked Mr. Gibson if a majority of the members is required to approve financing. Mr.
Gibson noted he will research the alternatives and provide the answer at a later date. Chair
Borgeson requested more information from Mr. Gibson and AEA regarding the specifics of the
Battle Creek Project if only two members wanted to participate. Mr. Lamb stated that if even
one utility was willing to do the project and pay the rates and have AEA finance it, AEA would
not be able to go to the market to finance it due to the March 2016 letter.

Mr. Lamb discussed the letter to AEA from CEA, GVEA, and MEA in March of 2016, which
asserts if there was not a path for the electricity to come forward there would be a legal
challenge of the obligation to pay the debt under the Power Sales Agreement (PSA). This letter
puts the financial security of the asset at risk. AEA's bond counsel has communicated to the
three utilities' attorneys AEA would not be able to go out to the market for Battle Creek bond
financing until the security issue raised in the letter for repaying the debt has been resolved in
writing. Mr. Thibert thought the issue was resolved but Chair Borgeson stated they did not
retract that position. GVEA has concerns contributing to an AEA-owned asset and Battle Creek
is part of it. Mr. Lamb requested the PSA enforceability issue related to the bond be resolved
and the utility participation in Battle Creek be resolved.

Chair Borgeson noted there is not complete alignment of the utilities going forward with the
Battle Creek Project. At the previous meeting, one member utility stated they would not
participate in the diversion and they did not contribute to the $800,000 engineering construction
drafts but they can join the project prior to financing discussions.

Chair Borgeson tasked Mr. Gibson to review the issues and place it on the agenda for the next
meeting. Chair Borgeson stated the March 2016 letter and responses will be provided to all
members.

MOTION: Mr. Janorschke made a motion requesting AEA, with support from the Finance
Committee, to provide Battle Creek Project financing models within 30 days that assume
the security issues are resolved. Motion seconded by Mr. Johnston.

The motion passed, with Mr. Johnston abstaining.

Mr. Johnston stated MLP expressed an interest not to participate in the Battle Creek Project.

B. National Hydroelectric Association Membership

Mr. Carey stated AEA belonged to the NHA using Susitna-Watana Hydro funds but that is no
longer available. He requested the membership of $10,000 be renewed through the BPMC. All
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Bradley utilities and AEA would receive membership benefits. Mr. Carey noted this is not a
current budget line item and recommended the decision be made by motion.

MOTION: A motion was made to approve an expenditure of $10,000 for AEA's NHA
membership, as outlined in Mr. Carey's January 6, 2017 memo. Motion seconded by Mr.
Janorschke.

A roll call vote was taken, and the motion passed unanimously.
C. Draft FY18 Bradley Budget

Ms. Garner informed members have until April 1st to amend and approve the draft FY18
Bradley Budget. Any amendments are to be brought to Ms. Garner and the finalized budget will
come before the full Committee for approval at the next meeting. Ms. Garner highlighted the
summary budget changes from last year. Mr. Day noted he is nearly full-time as the Bradley
Project Manager. Mr. Owens is the Power Production Manager. Mr. Jorgensen is the Director
of Power. Mr. Day explained the construction year spans the summer and the fiscal year splits
the summer. He reviewed the short-term capital projects that were approved, funded and
began during this year's budget, but will not be completed until next fiscal year. Approximately
$600,000 of the budgeted amount will be refunded to the members with the request for carry-
over into the FY18 budget for completion of the short-term projects.

Chair Borgeson asked if the budget includes an expense item for reclamation of the project after
the life of the dam. Mr. Carey is not aware of any reclamation funding and a reclamation
requirement is not a typical practice for FERC projects. Mr. Carey noted the expected life of the
dam is 500-plus years. The State has no obligation to restore the lake to its original condition
under the FERC license.

Chair Borgeson inquired if the spillway work is considered project work. Mr. Thibert and Mr.
Janorschke stated the spillway work is project work.

D. Bradley O&M Procurement Update

Mr. Lamb requested input from the members regarding opening the RFP process to others
beyond the current qualified responders. In a previous conversation, Mr. Borgeson expressed
wanting to open the RFP procurement to include more utilities to reach the most cost effective
option. Regulations restrict the pool of qualified utilities as an operator. It states the two options
for the project operator are either an AEA employees or a qualified utility. A qualified utility is
defined as a certified utility in the market area of the project so that would include the Railbelt.
The statutes are less restrictive and allows flexibility on the operator. Mr. Lamb stated the
regulation language can be changed to broaden the definition of qualified utility if that is what
the BPMC would like.

Chair Borgeson requested information on the difficulty and length of time to broaden the scope
of the regulations. Mr. Bjorkquist believes the adoption process takes approximately 90 days.

MOTION: Mr. Lamb made a motion to modify the regulations such that the largest
number of qualified responders are permitted for the O&M procurement RFP. Motion
seconded by Mr. Johnston.

Mr. 1zzo noted the challenge with the motion is the definition of the use of the word qualified.
Mr. Thibert requested more time to review the issue and the motion. Mr. Johnston asked for an
update on the RFP timeframe. Mr. Lamb stated the timeframe is two years, minus the month-
and-a-half that has already passed. The decision was made at the previous meeting the RFP
will provide an all-inclusive scope describing the criteria of a qualified responder.
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MOTION: Mr. Thibert made a motion to table the motion to modify the regulations until
the March 2017 meeting. Motion seconded by Mr. Johnston.

The motion to table passed unanimously.
The motion to modify the regulations was tabled until the March 2017 meeting.

Chair Borgeson requested an update on the envisioned process of excluding a utility, who will
participate in the RFP, from the evaluation committee. Mr. Lamb explained an inquiry will be
sent to the utilities regarding participation in the RFP. Any ultility that is interested in responding
to the RFP will not participate in the scoping development process. Any utility that will not
respond to the RFP will participate in the scoping development process. If all utilities are
interested in responding to the RFP, AEA will develop the scope with the assistance of outside
knowledgeable and qualified persons.

E. Bradley Project Organizational Chart

Chair Borgeson reported the Bradley Project Organizational Chart was erroneously sent from
his office to all members. He apologized for the error. It was meant to go to the Railbelt
managers.

Mr. Lamb requested more information regarding the chart and its intent. Chair Borgeson stated
he has nothing further to add and the chart was sent to Mr. Lamb in error. Mr. Lamb
commented Bradley is an AEA-owned public asset and the organizational chart related to
Bradley does not include the owner. Mr. Lamb asked the member utilities present at the
meeting to comment. No utility responded.

Chair Borgeson expressed this is a year of unity for the Railbelt with positive ways going
forward to provide low-cost energy to members. As they look at strategic planning, they are
looking at a lot of models and options for the Railbelt utilities.

Mr. Lamb asked if Bradley Lake, an State public owned asset, is an option. Mr. Borgeson stated
he had nothing further to add.

Mr. Thibert reported he had not seen the chart before it was accidentally sent out to all
members. He noted strategic discussions have occurred regarding options because the State
has been reviewing the agencies of AEA, AHFC, and AIDEA.

Mr. Lamb stated the utilities benefited when the State helped build Bradley and paid for half of
with it $165M of cash. The State helped build the Intertie and works to support the Railbelt
group regarding Battle Creek to support low cost energy. He convened his disappointment and
will discuss this with the AEA Board regarding the utilities' lack of transparency and lack of
willingness to discuss the organizational chart.

8. COMMITTEE REPORTS

The OMB Committee met and the primary focus was the budget, which was forwarded to the
Budget Committee.

Ms. Garner informed the expense report through December is included in the member packets.
There were no questions.
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9. OPERATOR REPORT
Mr. Day submitted the Operator Report. There were no questions.
10. COMMITTEE ASSIGNMENTS

Chair Borgeson reviewed assignments. Mr. Gibson will review alternative scenarios, including
legal issues, for the Battle Creek Project with respect to less than 100% of Bradley member
utilities participating. The Finance Committee will provide information to the utilities on the
financing costs and models of the Battle Creek Project. Mr. Gibson will review the March 2016
letter and provide the letter and responses to all member utilities.

1. MEMBERS COMMENTS

Mr. 1zzo requested a future update on the Boston Consulting Group (BCG), AO 281, and the
recommendation regarding the merger of AEA and AHFC, specifically concerning the AEA-
owned assets, Intertie and Bradley Project. Mr. Lamb stated there is legislative intent outside
of AO 281 which had multiple scope questions that have to do with the colocation of agencies
and not the merging of agencies. Mr. Lamb is not aware the Administration has taken a position
on the recommendations of BCG.

Mr. Foutz expressed appreciation to Mr. Day and staff for tightening their operating budget.

Mr. Lamb commented the receipt of the organizational chart causes concern for AEA. The lack
of transparent discussion is disconcerting. Mr. Lamb expressed his guard is up and he is wary.

Mr. Thibert responded the outcomes of the studies by the Administration could have an impact
on members' operations and the ability of AEA to continue its current functions. He believes the
utilities are reviewing ways to protect themselves.

Chair Borgeson expressed appreciation to Ms. Webster for her extraordinary efforts. He
expressed his confidence in Mr. Day and thanked him for returning to the Bradley project. He
expressed appreciation for those in attendance for their work.

12 NEXT MEETING DATE - TBD

The next meeting date is March 17, 2017.

13. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 11:51 a.m.

BY:OM@ &%&\
CoryBordegon, Chair

Attest: ////’ / //
Michael Ldmb "/ /~
Alaska Energy Authority, Secretary
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BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
March 17, 2017

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 9:01 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 [ML&P]); and
Brad Janorschke (Homer Electric Association [HEA]).

3. PUBLIC ROLL CALL

Bryan Carey, Jocelyn Garner, Daniel Hertrich, Kirk Warren, Teri Webster (AEA); Brian
Bjorkquist (Attorney General's Office); Crystal Enkvist (Alaska Power Association); Bob Day,
Larry Jorgensen (HEA), Emily Hutchinson and Alan Owens (HEA-phone); Burke Wick (CEA -
phone); Ron Wolfe (GVEA - phone);Gary Kuhn (MEA); Molly Morrison (MLP); Bernie Smith
(Regulatory Commission of Alaska [RCA]) and Jay Layne (phone-RCA); Sydney Hamilton
(Accu-Type Depositions)

4, PUBLIC COMMENTS
None.
5. AGENDA APPROVAL

MOTION: Mr. Lamb made a motion to approve the agenda. Motion seconded by Mr.
Janorschke.

Chair Borgeson requested to amend the agenda adding Battle Creek Update after Item 7C.
Battle Creek Project Financing. There were no objections.

Mr. Thibert requested postponing Item 7D. O&M Operator Procurement to the next meeting. He
commented the managers have briefly discussed this item and believes more discussion is
necessary before it can be fully addressed.

MOTION: Mr. Thibert made a motion to amend the agenda postponing Item 7D. O&M
Operator Procurement to the next meeting and removing it from the agenda. Motion
seconded by Mr. Izzo.

Mr. Lamb requested leaving Item 7D. on the agenda as part of the record and having a short
discussion regarding the memo he sent to Board members. The item can also be placed on the
agenda for the next meeting to fulfill Mr. Thibert's request.
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The agenda was approved as amended, with Mr. Lamb and Mr. Janorschke voting
against.

6. APPROVAL OF PRIOR MINUTES - February 17, 2017

MOTION: Mr. Thibert made a motion to approve the minutes of February 17, 2017.
Motion seconded by Mr. Izzo.

Mr. 1zzo cited the February 17, 2017 minutes, page four, Item 7E. Bradley Project
Organizational Chart, last paragraph, wherein Mr. Lamb stated the utilities benefitted. Mr. Izzo
expressed his belief the benefit is to 75 percent of the population. Chair Borgeson believes the
minutes accurately reflect Mr. Lamb's comments. Mr. Izzo agreed, and did not propose a
change.

The motion passed without objection.
7. OLD BUSINESS
A. FY18 Bradley Budget

Ms. Garner reviewed the changes to the budget since the previous meeting due to HEA request
to upgrade the crews quarters, the kitchen, and to replace the high bay lighting in the plant. The
increase is $103,000. The new HEA'’s capital project budget is $1,657,000.

Mr. Janorschke commented the work on the budget by the O&D Committee and Finance
Committee was thorough and greatly appreciated.

Mr. Thibert expressed appreciation in receiving the D. Hittle and Associates' report from HEA
reviewing the facilities and equipment. He inquired about the report. Mr. Day explained the
proposed budget tries to balance the report projections with the current experiences and
expenditures.

Chair Borgeson commented the members have to pay for the budget expenditures in one year
and expressed interest in spreading some of the projects out over a couple of years to reduce
the budget by approximately $300,000 to $400,000.

Mr. Janorschke believes it is unfair to ask HEA to make budget cuts. He believes budget cuts
should be the responsibility of the Finance and O&D Committees. Mr. Warner reviewed the
0O&D Committee's support of the specific budget expenditures, but had no opinion as to the
timing of the purchases. Mr. Wick noted Committee discussions regarding exposure from the
failure of a piece of equipment could increase the cost of replacement and the Committee
believes the budgeted expenses are warranted.

Mr. 1zzo inquired about the option of financing the SVC project to take pressure off the R&C
Fund, providing rate stability for members. Mr. Lamb believes it is reasonable to pursue SVC
project financing. Mr. Thibert commented the option of wrapping SVC financing with Battle
Creek financing is still a possibility.

MOTION: Mr. Janorschke made a motion to approve the FY18 Bradley Budget with
direction to the Finance Committee to pursue long-term financing for the SVC project
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and the non-R&C capital projects that are included in this year's budget. Motion
seconded by Mr. Lamb.

Chair Borgeson commented on the budget expenditure for the engineering work on the spillway
extension. He requested the BPMC receive a presentation on the final report at the next
meeting.

A roll call vote was taken, and the motion passed unanimously.
B. Disposal of Bradley Assets

Ms. Garner reviewed the process of the disposal of Bradley assets. The operator provides the
assets to Fleet in Homer. Fleet posts the assets on the State auction website for sale. After the
sale, the funds are provided to AEA. AEA returns the funds to the project and are provided as a
refund at the end of the year.

C. Battle Creek Project Financing

Ms. Garner led the discussion regarding the spreadsheet of the two financing options for the
Battle Creek Project created by AEA and reviewed by the Budget Subcommittee. The total
estimated costs for the project is $46.7M. The deadline to have the financing in place is July 16,
2017 to prevent major cost increases. The financing rates appear to be increasing and a delay
in the securing the financing will add significant cost to the project and therefore the cost of
energy. A one percent increase in financing is nearly an increase of 10 percent cost of energy
and about equal to a 10 percent increase in construction cost if the term of financing is 18 years.

Battle Creek Update

Mr. Carey shared and discussed a video using LiDAR of the Battle Creek project that was
shown at a Battle Creek workshop earlier this week. Mr. Carey reviewed the updated materials
on the Battle Creek permitting, critical path schedule, and costs.

8. COMMITTEE REPORTS

Mr. Warner informed the O&D Committee has been working on operating procedures related to
Bradley Lake, and will present at the next BPMC meeting.

9. OPERATOR REPORT

Mr. Day submitted the Operator Report. They are currently doing annual maintenance work.
The unit availability for the month of February was 100 percent.

10. COMMITTEE ASSIGNMENTS

Chair Borgeson reviewed assignments. Kirk Gibson will provide a report on the Battle Creek
financing if only a few utilities participate. The Finance Committee will research the SVC
financing and look at longer-term financing for equipment for the FY18 budget. The O&D
Committee will provide a presentation at the next meeting on the spillway improvement.

11. MEMBERS COMMENTS
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Mr. Lamb commented the mission of AEA to lower the cost of power is perpetual and energy
projects have to be viewed from both short-term and long-term perspectives.

Mr. Thibert expressed appreciation for the work of the Budget Committee and the Finance
Committee.

Chair Borgeson expressed appreciation to participants for their time and efforts.
12. NEXT MEETING DATE

The next meeting date is April 18, 2017.

13. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 10:32 a.m.

- e D

Cory Borgeson, Chair

Attest: /W W //

Michael Lamb
Alaska Energy Authority, Secretary
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