BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
December 1, 2017

1. CALL TO ORDER

Chair Janorschke called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 10:03 a.m.

2, ROLL CALL FOR COMMITTEE MEMBERS

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]); Jeff Warner (Anchorage Municipal Light & Power [ML&P]); John
Foutz (phone) (City of Seward); and Brad Janorschke (Homer Electric Association [HEA]).

3. PUBLIC ROLL CALL

Amy Adler, Brenda Applegate (phone), Tom Erickson (phone), Kirk Warren, Teri Webster, Brandi
White (AEA); Crystal Enkvist (Alaska Power Association); Brian Hickey, Sherri Highers, Mark
Johnson, Josh Resnick (CEA); Brian Bjorkquist (Department of Law); Leo Quiachon, Ron Woolf
(phone) (GVEA); Bob Day, Alan Owens (phone), Larry Jorgensen (HEA); Cynthia Cartledge
(Jermain, Dunnagan & Owens); Kirk Gibson (McDowell Rackner Gibson, PC); Matt Reisterer,
David Pease, Tony Zellers (MEA); Molly Morrison (ML&P); Fred Eoff (phone) (PFM Group
Consulting); TW Patch (Public); Bernie Smith (Public); Gary Dixon, Lee Wassilie (Swalling &
Associates); and Sydney Hamilton (Accu-Type Depositions).

4, PUBLIC COMMENTS
None.

5. AGENDA APPROVAL

MOTION: Mr. Carey made a motion to add two items under 7D - Clarification Amendments
and Proposal by GVEA to Resolution 2017-02; and add an Executive Session to discuss
draft term sheets and negotiated strategy. Motion seconded by Mr. Thibert.

The amended agenda was unanimously approved.

6. APPROVAL OF PRIOR MINUTES

MOTION: Mr. Izzo made a motion to approve the minutes of September 29, 2017, and
October 13, 2017. Motion seconded by Mr. Thibert.

Motion passed unanimously.

7. NEW BUSINESS
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A. Approval of Annual Audited Financial Statements

Chair Janorschke introduced Mr. Dixon of Swalling and Associates to review the June 30, 2017,
Financial Statements of the Operating Fund and the Revenue Fund. Mr. Dixon stated members
were provided copies of the financial statements and noted they are posted to the AEA website.

Mr. Dixon informed the statements' sole purpose is for the Committee to know and approve the
refunds for the member utilities. The statements do not have to follow generally accepted
accounting principles. The auditing is conducted under generally accepted auditing standards
relevant to special-purpose financial statements. The statements were created in the same
manner as prior years. No adjustments were made in the sequence of events and no difficulties
were encountered with AEA staff in retrieving information. The statements include supplementary
information. The opinion is not modified.

Mr. Dixon gave a detailed analysis of each page of the report. The 2017 Payable to Utilities O&M
refund is $1,223,409. The 2017 Payable to Utilities R&C refund is $1,147,663. Both payables will
be brought before the Committee for approval in a resolution later in the meeting.

Mr. Borgeson inquired as to the reason for the increase in Due to Others from $15,048 in 2016 to
$622,007 in 2017. Mr. Dixon believes the difference reflects a timing issue in June of when
payables came in and were booked, but not yet reimbursed. Mr. Dixon stated he will take the list
from the prior year and compare it, and report back to the Committee.

Mr. Borgeson asked if the efforts for Battle Creek are included in this audit. Mr. Dixon advised the
original events went through the R&C Fund. The funding from the participating utilities has been
segregated and is not included in this audit.

Mr. Dixon expressed appreciation to Ms. Applegate, Ms. Garner, Ms. Adler, and staff for their
participation in the process and continued diligence for BPMC. Chair Janorschke expressed
appreciation additionally to Mr. Woolf and the Finance Committee for their work.

MOTION: Mr. Borgeson made a motion to accept the FY17 Audited Financial Statements
and approve a total refund to the utilities of $2,371,072, of which $1,223,409 from O&M and
$1,147,663 from R&C funds. Mr. 1zzo seconded the motion.

Motion passed unanimously.
B. Operator RFP update

Mr. Carey informed MEA and ML&P will not be submitting an RFP for operator. Both utilities have
submitted a representative for the working group to develop the scope criteria for evaluating
proposals. Mr. Carey provided and reviewed the draft schedule for the procurement. The scope
and criteria could be completed by the end of January. The due date could be April 1. The
contractor might be known in May and could be ready to take over on January 1, 2019. The HEA
contract ends on December 31, 2018.

C. Soldotna SVC O&M Agreement update

Chair Janorschke informed the SVC O&M Agreement expired the end of 2013, and CEA has
continued to maintain the O&M. HEA will take over the service as of January 1, 2018. The draft
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agreements are being reviewed. The final agreement is anticipated to be distributed to the
Committee about a week before the January BPMC meeting, at which time, it will be addressed.

D. Battle Creek
e Project Update

Mr. Carey noted the bid opening was held on November 8th, and drew in six contractors. The low
bid of $36.5 million came in from Orion Marine Contractors. The engineer's estimate came in at
$38.1 million. The Notice of Intent to Award cannot be given until financing is in place. Mr. Carey
relayed anecdotal information on Orion Marine Contractors, noting good performance on a current
project in Juneau.

Mr. Carey informed he has the list of subcontractors, but may not be able to release them at this
time. State procurement officers have requested Orion Marine Contractors provide references.
Mr. Erickson stated the evaluation process includes review of references, prior projects, financial
information, equipment financing, insurance and bonding. Mr. Carey noted he can keep the
BPMC apprised of the ongoing vetting process.

e Contract Housing Approval

Mr. Warner, as Chair of the O&D Committee, informed the BPMC had asked for the Committee to
review possible housing needs for the project support staff. The option for support staff to stay in
the crew's quarters at Bradley Lake is suggested to be set at $65 a night per person. The
contractors will have their own camp.

MOTION: Mr. Thibert made a motion to approve the use of the Bradley Project facilities by
the support contractors at a rate of $65 per person per night. The motion was seconded.

Mr. Warner stated the use of the crews’ quarters by project support staff poses no concern of
interference with the operation. Use of the kitchen is included in the terms. Food is not included.

Motion passed unanimously.
e Clarification Amendments and proposal to Resolution 2017-02

Mr. Gibson cited inconsistencies in Resolutions 2017-02. He provided a red-line document to
address the clarifications and capture the intent of the BPMC. The first proposed change is on
page three, to delete "tentatively November 8," and replace "November 30" with "December 6," as
the date upon which participation should be noticed. The next proposed change is to clarify the
next to the last Be It Further Resolved, with respect to what amounts a non-participating
purchaser would have to pay to become a participating purchaser. The recommendation is to
remove the word "including" and replace with "to include only," and then list the particular items
that a non-participating purchaser would have to pay.

Mr. Izzo expressed concern regarding the phrase "to include only," because it removes BPMC's
ability to address potential unforeseen risks that are not specifically stated in the language.

MOTION: Mr. Borgeson made a motion to adopt the changes in the first amendment to
Resolution 2017-02 Battle Creek Diversion Project. Mr. Warner seconded the motion.
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Mr. Gibson advised all unforeseen circumstances that were financed will be shared by newly
participating purchasers upon buy-in.

Mr. Borgeson stated the language provides significant clarity on what is included for future
participants.

MOTION: Mr. Izzo made a motion to amend the motion to adopt the changes in the first
amendment to Resolution 2017-02 by removing the words, "include only," and go back to
the original wording of, "including." Mr. Thibert seconded the motion.

Mr. Thibert commented he understood the original motion language was deliberate and intended
to specifically include only the items listed.

Mr. Warner believes the specific language was chosen to clarify intent.

Motion to amend the motion to adopt the changes in the first amendment to Resolution
2017-02 by removing the words, "include only," and go back to the original wording of,
"including," failed, with Mr. Izzo and Mr. Foutz voting in favor.

Motion to adopt the changes in the first amendment to Resolution 2017-02 Battle Creek
Diversion Project passed unanimously.

Mr. Gibson informed GVEA proposed an amendment regarding the sale or transfer of Battle
Creek Diversion (BCD) shares to and from participating and non-participating purchasers. The
amendment wording was provided to members and inserted in two sections of the resolution. The
language is permissive and allows non-participating purchasers to sell or transfer their right to
participate. As it is written, the non-participating purchaser has to give notice and buy-in to
become a participating purchaser before they can sell or transfer their shares.

MOTION: Mr. Borgeson made a motion to add the proposed language to the first
amendment to Resolution 2017-02 Battle Creek Diversion Project regarding the ability for a
non-participating utility to sell their right to participate to a participating or non-
participating purchaser. Mr. Warner seconded the motion.

Mr. Thibert expressed opposition to the motion because he does not believe the non-participating
purchasers have the right to sell or transfer shares they do not own. The decision to participate or
not participate has to be made by December 6th in order to continue with 100% financing. Mr.
Thibert understands a non-participant can become a participant at a later date and subsequently
sell their shares.

Mr. 1zzo expressed opposition to the motion because he does not believe a non-participant can
sell their value without having paid in.

Mr. Warner agreed with Mr. Gibson that the amendment removes one step of the process of
transfer or sale of shares and the ultimate result is the same with or without the amendment.

A roll call was taken, and the motion to add the proposed language to the first amendment
to Resolution 2017-02 Battle Creek Diversion Project regarding the ability for a non-
participating utility to sell their right to participate to a participating or non-participating
purchaser failed, with Mr. Borgeson, Mr. Warner, and Mr. Foutz voting in favor.
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. Battle Creek Financing Q&A

Mr. Eoff gave a comprehensive overview presentation on the Battle Creek financing. After review
of the loan proposals, National Rural Utilities Cooperative Finance Corporation (CFC) was
selected for financing. The loan commitment on the term sheet is $47 million, bifurcated into
three series to accommodate the success of garnering interest rate subsidy programs. Series A
of $40 million is connected to an interest rate subsidy through the New Clean Renewable Energy
Bonds (NCREB) program at 70% of the basis rate, subject to a 6% sequestration holdback.

Mr. Eoff explained Series B is expected to be connected to an allocation from the State of Alaska
for about $2.1 million under the Qualified Energy Conservation Fund program at 70% of the basis
rate. The State Bond Commission will meet on Dec 4 to review our request. Series C of about
$4.8 million is the balance of the total loan commitment at the CFC loan interest rate and will only
be drawn for project costs. There is a reasonable chance the Battle Creek project may be
completed without having to draw any of the Series C loan.

Mr. Eoff reviewed the financials under each of the scenarios provided. Financing proceeds are
anticipated to be applied to transaction expenses. Mr. Eoff noted he has been informed the
utilities have elected to fund the capital reserve fund through a cash call.

Mr. Eoff reported the tax bill Congress is currently trying to pass may create a potential
sequestration impact on the interest rate subsidy program relating to the Pay-As-You-Go
(PAYGO) statutory restriction from 2010. He explained an exception to the restriction could be
passed with 60 votes in the Senate. Another potential impact to the interest rate subsidies could
be triggered from the likely significant federal deficit associated with the tax bill. Mr. Eoff
commented the hope and expectation is Congress will determine a solution to the PAYGO
restriction.

Mr. Borgeson inquired as to the cost of power if the interest rate subsidy was not available. Mr.
Eoff indicated the average cost of power over 30 years under the optimal scenario with the full
benefit of the interest rate subsidy is approximately $58 per megawatt hour. With no interest rate
subsidy under the optimal scenario, the average cost of power is approximately $76.30 per
megawatt hour. Under the full draw scenario over 30 years, the average cost per megawatt hour
increases from $65.60 to $85.

MOTION: Mr. Carey made a motion to go into Executive Session to discuss confidential
term sheets and negotiating strategy. Mr. Borgeson seconded the motion.

Motion passed without objection.
e Executive Session: 11:53 am.
The Committee reconvened its regular meeting at 12:26 pm.
8. COMMITTEE REPORTS
O&D Committee

Mr. Warner reported the O&D Committee discussed the O&M cost analysis assignment and
decided a better understanding of the current maintenance of the facility is needed for the
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analysis. HEA is working to provide the information for discussion at the next O&D meeting. Mr.
Warner will continue to provide updates.

Finance Subcommittee

Mr. Carey reported the RFP for the insurance review for Bradley and Intertie resulted in one
proposal for approximately $12,000. The proposal was forwarded to Mr. Woolf to confirm the

desire to award.
9. OPERATOR REPORT

Mr. Day provided the Operator's Report to members. He reported Bradley operated at basically
100% availability this month and Unit Two was electively taken out of service for six hours. Mr.
Day noted the LED lights in the power house are performing effectively and providing savings due
primarily to the occupancy sensor.

Mr. Quiachon expressed appreciation to Mr. Day for hosting him during his recent visit to Bradley.
He commented on the impressive state, condition and operation of the plant. He believes there is
a high probability of meeting the 50-year license extension.

10. COMMITTEE ASSIGNMENTS
None.

11. MEMBERS COMMENTS

Mr. Carey informed the new Executive Director will begin in January as the BPMC representative.
He expressed appreciation for all the work on the financing.

Mr. Thibert expressed appreciation to AEA and Finance Committee for their diligent work. Mr.
Borgeson and Chair Janorschke echoed the appreciation for the work on financing, and for the

clean audit.

9. NEXT MEETING DATE - Wednesday, December 6, 2017

10. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 12:33 p.m.

BY: =
Bradley P. Janorschke, Cf,

&
Attest: o P {/ ") 2
Bryan Cdrey
Alaska Energy Authority, Secre
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