BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
October 13, 2017

1. CALL TO ORDER

Chair Janorschke called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 1:00 p.m.

2. ROLL CALL FOR COMMITTEE MEMBERS

Brad Janorschke (Homer Electric Association [HEA]); 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 [ML&P]); and John Foutz (City of Seward).

3. PUBLIC ROLL CALL

Amy Adler, Brenda Applegate, Tom Erickson, Valerie Leavitt, Kirk Warren (AEA); Mark Johnson
(CEA); Brian Bjorkquist (Department of Law); Leo Quiachon (phone) (GVEA); Rick Baldwin, Bob
Day, Emily Hutchinson (phone), Larry Jorgensen (HEA); Kirk Gibson (McDowell Rackner
Gibson, PC); David Pease, Tony Zellers (MEA); Jeff Warner (ML&P); Fred Eoff (phone) (PFM
Group Consulting); TW Patch (Public); Bernie Smith (Public); and Ladonna Lindley (Accu-Type
Depositions).

4. PUBLIC COMMENTS

None.

5. AGENDA APPROVAL

MOTION: Mr. Borgeson made a motion to amend the agenda adding Item 5.5. Executive
Session to discuss confidential legal matters regarding Battle Creek. Motion seconded
by Mr. Thibert.

The motion to amend passed with no objection. A motion to approve the amended
agenda was done by Mr. Johnston and seconded by Mr. Thibert.

MOTION: Mr. Johnston made a motion to go into Executive Session to discuss
confidential legal matters related to Battle Creek. Mr. Thibert seconded the motion.

Motion passed unanimously.

55 EXECUTIVE SESSION: 1:04 pm.

The Committee reconvened its regular meeting at 1:53 pm.
6. NEW BUSINESS

A. Battle Creek Project
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Resolution 2017-02 - Optional Project Work Approval

MOTION: Mr. Johnston made a motion to approve Resolution 2017-02 and included
Attachment 1. Motion seconded by Mr. Thibert.

Mr. Carey provided an update on Battle Creek Project materials. The Bradley Lake operator
has been utilizing gravel and sand from the original construction project. Low levels of gravel
and sand remain. The line items of 1,500 yards of sand and 1,500 yards of gravel is expected
to provide a 10 to 20-year supply for runway and roads for Bradley Lake. The supply could
come at a savings from the materials being generated from blasting during the Battle Creek
Project, or the supply could partially come from the existing materials currently on the pad, or
the supply could come from a standalone project at a potentially higher cost. Mr. Carey noted
the contractor may decide to use up to 500 yards of the existing materials to potentially make
concrete for the Battle Creek Project.

Mr. Johnston believes the gravel and sand is a sunk cost. He suggested the Project pay for
crushing the rock while the equipment is already at the site. Mr. Johnston reiterated his concern
that one project should not subsidize the other project.

Mr. Borgeson emphasized the importance of keeping two separate and appropriate accounting
allocations, one for the Bradley Lake Project and one for the Battle Creek Project.

Chair Janorschke assigned the Finance Committee to determine the appropriate and fair cost
allocation of the 3,000 yards of sand and gravel.

Mr. 1zzo expressed concern regarding the uncertainty of the engineering and construction. He
emphasized the reimbursement of an equitable portion of costs should be based on transparent
and verifiable accounting. Mr. Thibert explained the Finance Committee developed the current
requirement language to include the cash calls and the interest during construction.

MOTION: Mr. Johnston made a motion to amend Resolution 2017-02, changing the
discount rate of 5%, under the second to the last Be It Resolved section, to read, "The
time value of money using a discount rate equal to the long-term financing cost for the
project, net the CREBs benefit." Motion seconded by Mr. Thibert.

The motion to amend Resolution 2017-02 passed with MEA opposing.

MOTION: Mr. Borgeson made a motion to amend Resolution 2017-02 inserting on page
three after the sixth Be It Further Resolved, "Be it further resolved by the BPMC that a
participating purchaser shall have the unfettered right to arrange for the sale or transfer
of its respective BCD share to another participating purchaser and the BPMC shall honor
such arrangement in the allocation process for BCD shares." Motion seconded by Mr.
1zzo.

The motion to amend Resolution 2017-02 passed unanimously.

MOTION: Mr. Thibert made a motion to amend Resolution 2017-02 in several places; on
page three by inserting the words, "In accordance with this Resolution No. 2017-02,"
after "The ability to participate in the BCD project without restriction"; on page four after
the next "Be It Further Resolved," by removing the semicolon after "Project” and
inserting the language to read, "With such reasonable development costs including the
non-participating purchasers" keeping the subsequent language after "Pro-rata share";
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and on page three after the third "Be It Further Resolved", change the date from
November 15th to November 8th.

The motion to amend Resolution 2017-02 passed unanimously.

Mr. 1zzo inquired as to the 4% charge to BCD of the Bradley Lake O&M. He requested
consideration to eliminate the 4% and the amount to be determined by a study. Mr. Johnston
informed he authored this section. He explained allocation of O&M is generally between 2%
and 4%, but could be as high as 10%. Mr. Johnston believes a specific number is important in
the document to provide incentive for the study to be completed. Mr. Warner provided an
overview of the discussion that occurred at O&M Committee on October 6th regarding this
issue.

Mr. Borgeson expressed his belief the Battle Creek share of 4% of the O&M cost is extremely
low. He suggested Battle Creek should pay its proportionate share of the entire Bradley Lake
$19 million cost. Mr. Borgeson noted he accepts the current language as written at 4%.

MOTION: Mr. Izzo made a motion to amend Resolution 2017-02 by removing the words,
"4% of the Bradley Lake annual O&M". Motion seconded by Mr. Foutz.

Mr. Johnston expressed opposition to the motion.
Mr. Borgeson expressed opposition to the motion.
Mr. Thibert expressed opposition to the motion.

Mr. Foutz requested clarification regarding who is obligated to pay for the study. Mr. Borgeson
expressed his view the study should be included in the BPMC budget and the BPMC should
oversee the study process, perhaps conducted by the O&D Committee. Chair Janorschke
assigned the O&D Committee to work on the study of the Battle Creek share of the Bradley
Lake O&M costs.

Mr. Foutz asked if the numbers would be more accurate from a study of actuals after the project
is completed rather than relying on numbers from a study before the project begins. Mr.
Johnston agreed the numbers would probably be more accurate from a study after the project is
completed, and stated he believes there is sufficient experience with other projects to be able to
determine a reasonable facsimile before the project is complete that could be updated over
time.

WITHDRAWN MOTION: Mr. Izzo withdrew his motion to amend Resolution 2017-02. Mr.
Izzo withdrew his second of the motion. Motion withdrawn.

MOTION: Mr. Borgeson made a motion to amend Resolution 2017-02 in the section
regarding the annual O&M charge to read, "The BCD Project will be charged four percent
(4%) of the Bradley Lake annual Operation and Maintenance costs (the O&M charge),
unless and until the BPMC conducts a study of the impacts of the BCD Project on the
Bradley Lake Project, after which the O&M charge, if any, will be established by the
BPMC based upon the study. Any change to the O&M charge must be approved by an
affirmative vote," with the continued resolution language remaining. Motion seconded
by Mr. Foutz.

The motion to amend Resolution 2017-02 passed unanimously.
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Chair Janorschke opened the floor to possible amendments to Attachment 1 to Resolution
2017-02.

MOTION: Mr. Thibert made a motion to amend Resolution 2017-02 Attachment 1 in
several places with technical changes. Motion seconded by Mr. 1zzo.

The motion to amend Resolution 2017-02 Attachment 1 passed unanimously.

MOTION: Mr. Borgeson made a motion to amend Resolution 2017-02 Attachment 1 by
replacing the language in C3 with the approved amended language. Motion seconded by
Mr. Johnston.

The motion to amend Resolution 2017-02 Attachment 1 passed with no objection.

MOTION: Mr. Borgeson made a motion to amend Resolution 2017-02 Attachment 1 on
Item B10 by replacing the discount rate to match that of the resolution. Motion seconded
by Mr. Thibert.

The motion to amend Resolution 2017-02 Attachment 1 passed with MEA opposing.

MOTION: Mr. Carey made a motion to approve amended language Resolution 2017-02,
page 2 paragraph 10, by deleting "for financing" and replacing with "of", to read,
"Approval of the BCD Project as optional project work." Motion seconded by Mr. Thibert.

The motion to amend Resolution 2017-02 passed with unanimously.

A roll call was taken, and the motion to approve Resolution 2017-02 and included
Attachment 1 as amended during the meeting passed unanimously.

Chair Janorschke requested Mr. Carey to provide the update on financing. Mr. Carey clarified
the option to utilize the materials at the site is currently not available to the contractors and is
not included in the bids. Mr. Carey introduced Ms. Applegate and Mr. Eoff to continue the
presentation on financing. Ms. Applegate advised the full $40 million of Clean Renewable
Energy Bonds (CREBS) allocation subsidy was received. Financing loan details with RUS are
being considered and include possible interim construction financing and long-term financing.
RUS will be available at the November 3rd BPMC meeting. The financing construct and details
need to be finalized before the CREBs expiration date of April 3rd, 2018. Discussions are
ongoing regarding the possible use of $7 million from the Qualified Energy Development
Conservation Bonds (QECBs). Mr. Eoff continued the presentation and expressed his
optimism. He discussed the next steps in the process and explained how the interest rate could
potentially be at zero for the entire finance.

7. COMMITTEE ASSIGNMENTS
Chair Janorschke assigned the Finance Committee to research a cost/cause or cost/payer
methodology between Bradley Lake participants and Battle Creek to ensure costs are recovered

equitably.

Chair Janorschke assigned the O&D Committee to study the O&M impacts from Battle Creek on
the Bradley Lake Project.

8. MEMBERS COMMENTS
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Mr. Carey commented he was happy to see the CREBs financing come to fruition.

Mr. Borgeson specifically recognized Ms. Highers for bringing forward the phenomenal CREBs
opportunity. He expressed additional appreciation to those involved in the process.

Mr. Thibert expressed appreciation to the Finance Committee, Ms. Applegate, Mr. Eoff and all
staff involved in moving the project forward.

Mr. Foutz expressed gratitude to the Finance Committee and Mr. Gibson for their diligence in
the process.

Mr. 1zzo and Mr. Johnston echoed the appreciation given by members.
Chair Janorschke expressed appreciation to everyone for their efforts.
9. NEXT MEETING DATE - Friday, November 3, 2017

The next meeting is tentatively scheduled for Friday, November 3, 2017. Chair Janorschke will
coordinate with members to reschedule the meeting date.

10. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 3:10 p.m.

BYQZM
Brad Janorschke, Chair
Attest: %Aﬂ/ i %/M

Bryan Cérey
Alaska Energy Authority, Seefetary
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