BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
June 15, 2018

1. CALL TO ORDER

Chair Janorschke called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 10:01 a.m. A quorum was established.

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 lzzo (Matanuska
Electric Association [MEA]); Mark Johnston (Anchorage Municipal Light & Power [ML&P]); John
Foutz (City of Seward) (arrived 10:23 a.m.); and Bradley Janorschke (Homer Electric
Association [HEA]).

3. PUBLIC ROLL CALL

Amy Adler, Tom Erickson, Jocelyn Garner, Teri Webster, Brandi White (AEA); Matt Clarkson,
Brian Hickey, Josh Resnick, Burke Wick (CEA); Brian Bjorkquist, Stefan Saldanha (Department
of Law); Ron Rebenitsch (Energy Engineering); Leo Quiachon (phone) (GVEA); Bob Day, Emily
Hutchison, Larry Jorgensen, Alan Owens (HEA); Kirk Gibson (McDowell Rackner Gibson, PC);
Matt Reisterer (MEA); Jeff Warner (ML&P); T.W. Patch (Public), Bernie Smith (Public); and
Ladonna Lindley (Accu-Type Depositions).

4, PUBLIC COMMENTS
None.

5. AGENDA APPROVAL

MOTION: Mr. Johnston made a motion to approve the agenda. Motion seconded by Mr.
I1zzo.

The agenda was approved without objection.
6. PRIOR MINUTES - April 20, 2018

MOTION: Mr. Thibert made a motion to approve the Minutes of April 20, 2018. Mr.
Johnston seconded the motion.

Chair Janorschke requested the April 20, 2018 minutes be corrected as follows; 1) on page 1
under Roll Call, Brad be changed to Bradley; 2) on page 3 under D. Soldotna SVC Switch
Replacement, the two sentences beginning with Mr. Cannon, Substation Department head of
HEA, reported recent control of the SVC at Soldotna, be changed to read, “Mr. Cannon, HEA
Meter/Apparatus Superintendent, reported a switch is in need of replacement due to a history of
maintenance problems;” and 3) on page 3, correct the spelling of Davis Creek to Dave’s Creek.
There was no objections to the corrections.
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The motion to approve the Minutes of April 20, 2018 with the corrections passed without
objection.

7. NEW BUSINESS
A. Battle Creek Construction Update

Mr. Carey noted the test blast was conducted on May 10™. The work on the Lower Access
Road is ongoing. The contractors are slightly behind their original work schedule. This does
not pose an issue now. The schedule will be monitored. Mr. Carey stated the width of the road
will remain as planned. Drones have been utilized for gathering the survey grade LiDAR
information on both the Lower Access Road and the Upper Access Road. Using the new
accurate drone technology reduces the overall cost of surveying. Mr. Carey showed and
described the recent photos taken of the construction process.

Chair Janorschke introduced Mr. Rebenitsch of Energy Engineering, who oversees the project
as an advisor and reports directly to the BPMC. Mr. Rebenitsch noted he likes the structure and
cost control of the contract. He believes the contractor has adequate equipment and adequate
crew. Mr. Rebenitsch recommends an additional track rock drill unit be brought on-site to
facilitate the necessary excavation and to remain within the two-year schedule. He believes the
drone technology will be very helpful to surveying.

Mr. Rebenitsch described his recent reconnaissance hike and noted the challenging rock wall
formations. He expects there will be changes in the estimated quantities of excavations and
there could be a possible cost to bypass a specific rock wall as the pioneering continues. Mr.
Rebenitsch stated he is uncertain the project can be completed in two years. He believes the
project may take three years to complete.

Mr. Borgeson suggested a discussion occur regarding cost issues and whether or not a three-
year completion schedule is acceptable. Mr. Carey informed the substantial and final
completion of the project is scheduled for August 2020. Mr. Carey requested the BPMC provide
specific direction as to the threshold of when the Committee and utilities are to be notified of
change orders. Mr. Borgeson advised representatives from the utilities can attend the weekly
progress meetings and obtain information.

Mr. Rebenitsch discussed his goal is to provide a one-page executive summary level report of
the weekly meetings and photos. The engineer’s daily report is available on SharePoint. Mr.
Rebenitsch conveyed there will be change order decisions to address regarding the rock walis.
He will keep the Committee informed. Mr. Rebenitsch expressed appreciation to Mr. Day for the
support provided.

Mr. Thibert thanked Mr. Rebenitsch. Mr. Thibert noted the BPMC will continue to rely on Mr.
Rebenitsch’s expertise, guidance and recommendations.

B. Approve Battle Creek Owners’ Rep Budget and Contract
Chair Janorschke noted the motion is included in the packet.

MOTION: Mr. Borgeson made a motion the BPMC approve the Consulting Services
Agreement (Agreement) between Homer Electric Association, Inc. and Energy
Engineering, Inc., for monitoring and oversight of the Battle Creek Diversion Project
(BCD Project) and authorize and approve the cost of the utilities’ representative
(estimated to be $90,000) for oversight of the BCD Project during FY 2018 pursuant to the
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Agreement to be paid out of the BPMC FY 2018 BCD Project budget. The costs
associated with the BCD Project shall be allocated to those Purchasers choosing to
participate in the BCD Project in accordance with the BPMC Resolution 2017-02 as may
be amended. Mr. Thibert seconded the motion.

Mr. Carey requested to change the word “utilities™ to “BPMC” in the first sentence. This is
consistent with the draft agreement. There was no objection to the word change.

Mr. Gibson explained the resolution and was available for questions. Mr. Thibert requested the
total contract amount be disclosed for the record. Chair Janorschke received confirmation from
Mr. Rebenitsch the estimated cost for the first year is $267,367. The motion for the $90,000 is
for the 2018 budget. The 2019 budget begins July 1. A 2019 budget amendment will come
before the Board at the July meeting and will include a line item for Energy Engineering
consulting services.

The motion was amended to include the word change and reads “The BPMC approve the
Consulting Services Agreement (Agreement) between Homer Electric Association, Inc.
and Energy Engineering, Inc., for monitoring and oversight of the Battle Creek Diversion
Project (BCD Project) and authorize and approve the cost of the BPMC representative
(estimated to be $90,000) for oversight of the BCD Project during FY 2018 pursuant to the
Agreement to be paid out of the BPMC FY 2018 BCD Project budget. The costs
associated with the BCD Project shall be allocated to those Purchasers choosing to
participate in the BCD Project in accordance with the BPMC Resolution 2017-02 as may
be amended”. A roll call vote was taken and passed unanimously.

C. Bradley Operator RFP Update

Mr. Carey informed two proposals were received and one was deemed to be non-responsive.
Mr. Erickson noted the nonresponsive proposal is currently a public document. The evaluation
committee includes two non-railbelt utility representatives from Kodiak Electric and AEL&P. The
evaluation committee reviewed the responsive proposal by HEA and found no issues. On May
15", AEA sent a letter of Notice of Intent to Award. This started the 10-day protest period. No
protests were received. The draft contract and HEA'’s proposal were provided for review to the
utilities and to the BPMC. Mr. Carey requested a work session be conducted with the utilities
regarding the draft contract. The intent is to approve the contract during the July BPMC
meeting.

Mr. Borgeson asked if additional costs to the project will be incurred. Mr. Carey commented the
project budget, including spending levels, is set by the BPMC.

D. Resolution 2018-01 - Battle Creek Project Share Allocation

Mr. Gibson noted Resolution 2018-01 has been provided in member packets for discussion and
direction. Mr. Gibson advised he removed unnecessary and historical language from the 2017
resolution in this draft 2018-01 resolution. Mr. Gibson summarized the issues raised by three of
the utilities. The issues raised by MEA are outlined in the minutes of the previous meeting
regarding the O&M of 4%, the study, and the voting standard for the study. The issues raised
by CEA regard the dispute resolution language and the specific provisions in the attachment on
the ability to get in and out of the project. The issues raised by GVEA request the chronology of
the building of the resolutions and express concerns over reimbursement language. Mr. Gibson
requested the BPMC discuss these issues now and provide him direction for the final resolution.
Chair Janorschke agreed.
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Mr. Gibson reviewed page 4 of 4 of Attachment 1 to Resolution No. 2018-01 addressing MEA’s
concerns; “The BCD Project will be charged 4% of the Bradley Lake annual O&M costs, or an
amount to be determined by a study of the impacts of the BCD Project to the Bradley Lake
Project, as an Annual Project Cost. The results of the study undertaken pursuant to this
Paragraph C.3. of Attachment 1 will be approved in accordance with the voting requirements for
Optional Project Work.” He asked Mr. I1zzo for feedback. Mr. 1zzo commented the current
language addresses the previous concerns.

Mr. Gibson reviewed CEA’s issues regarding dispute resolution and requested direction. Mr.
Thibert suggested it is appropriate for participants and non-participants to engage in the dispute
resolution process because of the interrelation between this agreement and the Bradley
agreements. Mr. Gibson agreed to the recommendation. There was no opposition to the
direction.

Mr. Gibson reviewed issues regarding paragraphs 10 and 11 of page 2 of 4 of Attachment 1 and
requested BPMC provide direction on how to proceed from the last approved resolution to this
draft. After Committee discussion, Mr. Thibert suggested the attorneys review the previous
resolution language to ensure the opt-out issue is being addressed. Mr. Gibson agreed and
believes the only thing that needs to be amended from the 2017 resolution language is a clear
allocation methodology. He will bring the amendments before the Committee at the next
meeting.

E. Bradley Lands Update

Mr. Carey reported AEA worked with Department of Law and Department of Natural Resources
(DNR) to finalize the remaining Bradley Lake Project land conveyances from BLM, effective May
22, 2018. The Battle Creek Project is not on federal lands and is able to utilize the Clean
Renewable Energy Bonds (CREBs) financing. The Bradley Lake annual budget expends
approximately $200,000 for FERC Land Use Fees. This line item will be removed in the new
budget because all Bradley lands have been conveyed to the State of Alaska. A refund request
for approximately $86,000 has been filed with FERC for the amount paid after land title had
been conveyed.

Chair Janorschke expressed appreciation to AEA and CEA staff for efforts in finalizing the land
conveyances.

8. REPORTS
A. Budget to Actual Report

Ms. Garner reviewed the Budget to Actual Report ending March 31, 2018 provided to the
Committee. The IRS sent notice informing the utilities will receive a subsidy payment.

Mr. Day discussed Schedule A-1 Capital Purchases Not Funded by the R&C Fund. He
provided an update on each line item that shows zero and gave the current amount to be
reflected in the next report. The bridge repair will not be conducted this year. Mr. Day had
hoped Orion could complete the work while they were mobilized at the site. However, the Orion
bid came in higher than the previous estimated cost. Mr. Day noted an official bidding process
will likely occur. The upgrade to the residence kitchens and crews quarters has been
postponed because the remodel cannot occur while the Battle Creek contractor is onsite.

Ms. Garner continued the review of the Budget to Actual Report for O&M Schedule B. Mr. Day
informed the over budget amount for supplies and materials is necessary for the operation and
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maintenance of the facility. The labor and benefits line item came in under budget because the
open employee position was not filled due to the uncertainty of the labor contract. Ms. Garner
noted legal fees have increased and includes the Battle Creek legal work.

Ms. Garner discussed the R&C Fund disbursements and repayments and noted a portion of the
fire alarm system replacement has been moved to the FY18 budget. The spillway raise will not
occur at this time.

Mr. Johnston inquired about the debt service. Ms. Garner explained the remaining haif of the
debt service was transferred in the beginning of June and gets paid on July 1%.

Mr. Borgeson requested additional information regarding the increased interest income and
inquired about the sale of the 1988 Suburban. Ms. Garner discussed the initial interest income
calculation was based on higher anticipated capital project costs and operating costs than what
actually occurred. The additional monies in the investment accounts eamned the guaranteed
interest rate. Ms. Garner noted the sale of the1988 Suburban and loader will be reflected under
Revenues, Other Miscellaneous.

B. O&D Report

Mr. Warner presented the O&D Report provided in member packets. He informed participants
that have the ability to dynamically schedule their capacity share can now do so independent of
CEA. A written description of the process is forthcoming. Mr. Warner advised system event
testing and governor response testing is ongoing. The O&D Committee recommended AEA
perform a current replacement cost study for the Bradley project. AEA is working with ARECA
on the details. Mr. Carey informed two proposals have been received and will be forwarded to
the Budget Committee for feedback.

Chair Janorschke inquired as to O&D discussions regarding the O&M impact of Battle Creek on
Bradley. The O&D recommended to BPMC to defer any studies of additional O&M costs until
the project is online and functioning.

C. Operators Report

Mr. Day directed members to the Operator's Report provided in the packet. He noted the
Suburban and other vehicles are currently being utilized and probably will not be sold within the
year. Mr. Day described the facility collocation with Orion has continued to be beneficial for
both parties. Orion has used the shop area for repairs and has provided barge hauling at no
cost, including the transfer of the loader from Anchorage.

Mr. Day informed he and Larry Jorgenson participated in a right-of-way inspection. Work may
have to be completed on the power lines in the winter. Emerson came on-site and tuned up the
governors. The lake level has been around 1,100, which is 20 feet above the minimum. Recent
rains may have increased the levels. Fuel is expected to be delivered at a cost of approximately
$40,000. The equipment storage building bids have been received and a recommendation to
award at approximately $480,000 has been submitted. The contractor will receive 10% upon
signing of the contract and will be reflected in this year's budget expenses. The equipment
storage building is expected to be completed this summer. Mr. Day expressed appreciation to
the BPMC for his busy and exciting job environment.

9. COMMITTEE ASIGNMENTS
None.
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10. MEMBERS COMMENTS
Mr. 1zzo expressed appreciation for the comprehensive nature of the reports.
Mr. Johnston echoed the appreciation.

Mr. Borgeson acknowledged the success of Mr. Carey, AEA and CEA staff in resolving the land
conveyances.

Mr. Thibert concurred with the previous comments. He reported concerns have been raised
regarding BPMC voting effects from the potential acquisition with CEA and ML&P. Mr. Thibert
requested legal representatives review the bylaws and continue the discussion. Chair
Janorschke noted the item will be placed on the agenda for the next meeting.

Mr. Foutz apologized for his tardiness.

Mr. Carey expressed appreciation to staff, CEA, DNR, and Department of Law for their work.
He requested the utilities provide a representative for the Operator Agreement Work Group that
will meet prior to the next BPMC meeting.

Chair Janorschke echoed appreciation for the diligent work.

11. NEXT MEETING DATE - July 20, 2018

12. ADJOURNMENT

There being no further business for the committee, the meeting adjourned at 11:40 a.m.

BY: &=—— 5 ¢
Bradley Janorschke, Ghj;f
Attest 7« sl

Bryan Gérey
Alaska Energy Authority, Secretary
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