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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