BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
September 21, 2018

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 10:02 a.m. A guorum was established.

2. ROLL CALL FOR COMMITTEE MEMBERS

Cory Borgeson (Golden Valley Electric Association [GVEA]); Janet Reiser (Alaska Energy
Authority [AEA]); Lee Thibert (Chugach Electric Association [CEA]); Tony Izzo (Matanuska
Electric Association [MEA]); Mark Johnston (Anchorage Municipal Light & Power [ML&P]); John
Foutz (City of Seward); and Bob Day (Homer Electric Association [HEA]).

3. PUBLIC ROLL CALL

Tom Erickson, Jocelyn Garner, Kirk Warren, Teri Webster, Brandi White (AEA); Brian Hickey,
Russell Thornton (CEA); Stefan Saldanha (Department of Law); Ron Rebenitsch (Energy
Engineering); Leo Quiachon, Pete Sarauer (GVEA); Rick Baldwin, Bob Day, Emily Hutchinson,
Larry Jorgenson (HEA); Jocelyn Peese, Kirk Gibson (McDowell Rackner Gibson, PC); David
Pease, Tony Zellers (MEA); Ryan Garner, Molly Morrison (ML&P); Bernie Smith (Public); Sunny
Morrison, Deborah Mack (Accu-Type Depositions).

4, PUBLIC COMMENTS
None.

5. AGENDA APPROVAL

MOTION: Mr. Johnston made a motion to move the Executive Session agenda item to
after Committee Assignments on the agenda. Motion seconded by Mr. Thibert. Motion
passed unanimously.

6. PRIOR MINUTES - August 17, 2018

MOTION: Mr. Foutz made a motion to approve the Minutes of August 17, 2018. Mr. Thibert
seconded the motion.

Mr. Thibert requested the Minutes of August 17, 2108 be corrected to reflect Chair Borgeson as
Chair calling the meeting to order.

The motion to approve the Minutes of August 17, 2018 with the correction of Chair
Borgeson calling the meeting to order passed unanimously.

7. NEW BUSINESS
A. Bradley O&M Agreement Update

MOTION: Mr. Day made a motion to approve the existing negotiated contract. Motion
seconded by Mr. Foutz.
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Mr. Day distributed copies to members of the existing negotiated contract. He noted the
negotiated contract has been reviewed and concurred by subcommittees and legal. Mr. Day
requested areas of discord be identified and communicated if the negotiated contract is not
approved.

Chair Borgeson requested Mr. Gibson comment regarding the contract negotiations. Mr. Gibson
noted Chair Borgeson asked for a contract negotiation taskforce in August. Mr. Gibson
convened a task force and reviewed the contract in two phases; a compensation phase, and a
terms and conditions phase. Mr. Gibson worked with HEA, Mr. Baldwin, Mr. Saldanha, AEA,
and the Finance Committee. Final comments were received on September 7. Mr. Gibson
distributed the final draft version of the negotiated contract on September 11" and requested
comment and agreement. The document before the BPMC today is the final draft version of
September 11th. Mr. Gibson informed he received verbal indication there are issues with
respect to indemnification and performance standards language. Mr. Gibson expects to receive
those specific comments in written form this week.

Ms. Reiser indicated AEA will abstain regarding terms and deliberations because AEA is party
to the agreement.

Chair Borgeson informed Mr. Gibson was requested to prepare a resolution to authorize an
extension to the September 11" draft negotiated contract. Chair Borgeson understands HEA
has not necessarily agreed to the extension. If an extension is not agreed to, AEA will have to
give notice to HEA regarding the current O&M agreement. Chair Borgeson explained GVEA
supports HEA being the O&M operator, but GVEA is not ready to vote for the agreement today.
GVEA believes additional changes to the terms and conditions, including, but not limited to, a
rolling two-year notice and performance guarantees and metrics are necessary in the contract.

Additionally, GVEA requests to see the proposed budget amendment that would support the
September 11" draft negotiated contract. He noted the additional annual cost could range from
$500,000 to $1,000,000, with the contract rates going into effect January 1. A budget
adjustment would be required and no budget information has been provided. GVEA counsel has
been working on these negotiations in conjunction with counsel of MEA and CEA. GVEA
counsel is expected to provide a revision and response to the September 11" draft negotiated
agreement to AEA and HEA by the middle of next week.

Mr. Thibert informed legal counsel of CEA has reviewed the September 11" draft negotiated
contract. CEA legal counsel has prepared questions of the draft, a red-lined version on some of
the provisions, and is in the process of coordinating with the other utilities. CEA is unprepared to
approve the September 11" draft negotiated agreement today. Mr. Thibert assumed a 60-day
contract extension would be brought before the members at today’s meeting.

Mr. 1zzo commented if the motion is tabled, he requests a commitment be made for all issues to
be resolved before the next BPMC meeting on October 19" and a vote be taken then.

Ms. Reiser requests any issues be resolved before October 18", because of notification
provisions.

Chair Borgeson encouraged all counsel provide their additional comments by next Wednesday,
after which negotiation can occur with HEA. A special BPMC meeting to vote can then be
called.

Mr. Gibson recommended the Committee take a 60-day extension to provide the time to
complete negotiations and make the necessary budget amendments. Mr. Gibson noted HEA
has a commitment that BPMC wants HEA to be the operator.
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Mr. Thibert agreed with Mr. Gibson.

Mr. Johnston asked if HEA will consent to a 60-day extension. Mr. Day stated he is not
empowered to comment on the acceptability of a 60-day extension.

MOTION: Mr. Thibert made a motion to table the approval of the existing negotiated
contract until October 19". Motion seconded by Mr. Izzo.

A roll call vote was taken, and the motion to table passed, with HEA voting no and AEA
abstaining.

MOTION: Mr. Johnston made a motion to approve Resolution 2018-02. Motion seconded
by Mr. Thibert.

Mr. Thibert expressed support for HEA to continue to be the operator, and the motion to extend
the current HEA operator agreement for two months provides time for legal to answer all of the
guestions within the negotiations.

A roll call vote was taken, with HEA and AEA abstaining.

Mr. Gibson advised the motion requires an affirmative vote from AEA to pass because it
concerns budget issues and operations. Mr. Gibson requested AEA reconsider the vote. Ms.
Reiser explained a different procedural understanding and requested advice from counsel, Mr.
Saldanha.

The Committee took a 5-minute at-ease.

Ms. Reiser informed AEA reconsidered its vote as yes on the procedural motion.

The motion to approve Resolution 2018-02 passed, with HEA abstaining.
B. Battle Creek Construction Update

Ms. Reiser requested Mr. Rebenitsch provide the Battle Creek construction update. Mr.
Rebenitsch informed he will give a greater detailed presentation during executive session. The
BPMC was provided progress notes and pictures entitled West Fork Upper Battle Creek Update
dated September 21, 2018. Mr. Rebenitsch highlighted the Lower Access Road is substantially
complete. He believes the contractor has done a quality job. The struggle with pay applications
include problems with obtaining accurate survey data. Issues have been resolved and the cost
of the Lower Access Road is close to equal to the original budgeted amount.

Mr. Rebenitsch informed the road pioneering is out to the Upper Access Road above Wall #2
and has stopped. Materials for the wall have not yet been received. An alignment change is
being proposed which would increase the cost by approximately $1.2 million. Mr. Rebenitsch
believes the change will ultimately provide a better end product. The general excavation and
rock excavation is within the +/- 25% of the specified contract quantities. Mr. Rebenitsch does
not believe the contractor will be able to complete the road to the diversion this year. The 2019
work year is expected to be very busy. Mr. Rebenitsch described the road pictures provided.
The road contains steep grades. There is no intent and no reason to use the road during the
wintertime. The system will be drained in the late fall.

C. Generator Report
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Mr. Day reminded members of the high partial discharge readings reviewed at last month’s
meeting. The O&D approved a $32,000 inspection which was coordinated with the tie outage
that began on Monday September 17th. The generator inspection was completed yesterday
September 20th. Reassembly of the unit has progressed and will hopefully be online by Monday
September 23. Mr. Day described the photos of the inspection, including corona testing,
semiconductor degradation, and archive photos of stator installation and brazing of the
windings. The generator is 27 years old. The full report is not yet complete. Mr. Day highlighted
the inspection and the Generator expert suggested the generator should be in good working
condition for the next year of operation. After that time there is increased risk of major failure,
the repairs need to be completed within the next year to 18 months. Mr. Day anticipates the
rotor will be pulled and the material degradation will be repaired at a cost range of $500,000 to
$1.5 million during a three to four-week timeframe. A scope of work and budget for the repair is
being developed. Mr. Day noted there is a scheduled 60-day tie line outage in February that
could provide an opportunity for the repair to be completed while Bradley is unavailable to the
northern utilities. Mr. Day stated that in his opinion if the unit is run to failure, the repair costs
could be in range of $5 million to $7 million.

8. REPORTS
A. 0&D Report

Mr. Sarauer stated he is the Vice-Chair of the Bradley O&D Committee and the Chair, Jeff
Warner, is out of town. A written report will be provided to the Committee by Mr. Warner upon
his return. Mr. Sarauer concurred the O&D Committee approved the recent outage and
inspection Mr. Day discussed.

B. Operators Report

Mr. Day directed members to the Operator’'s Report provided in the packet. Mr. Day commented
the work seems to have slowed for the contractor at Battle Creek and the number of workers
has decreased. The equipment storage building material has arrived onsite and work has
begun. The fish water control automation system was unstable at certain flows which resulted in
variation. Staff is working with Emerson to resolve the issues. The public dock is closed. FERC
personnel visited the site to conduct the annual inspection. The comments were positive
concerning the state of the plant and the cleanliness. Brush was cleared from the side of the
spillway and at the dam sidewalls. An additional round of weed control is scheduled for
September 28™.

Mr. Day informed the operations were normal. Unit 2 was 100% available. Unit 1 was 99.89%,
because it was shut down by the dispatcher due to system disturbances for .8 hours. The gate
testing on the diversion tunnel is complete and the broken switch has been repaired.

C. Budget Subcommittee Report

Ms. Garner reviewed the provided 4" Quarter Report for FY 2018. She noted the unaudited
refund for operations and maintenance is at $1 million as of June 30. The audit is tentatively
scheduled for the beginning of November, and will be presented and approved at the December
meeting. The O&M refunds will be received after that process. The refund for the R&C Fund
was about $400,000 and is shown on the balance sheet side. Ms. Garner showed the capital
purchases for Bradley Lake, as a whole, and informed the budget was $1.3 million and actual
spent was $950,000. The operation and maintenance budget was $4.5 million and actual spent
was $3.9 million. The only project completed within the R&C Fund was the SVC replacement.
The spillway raise did not occur and the fire alarm system replacement is now in FY19.
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Ms. Garner showed the Battle Creek capital purchases and reviewed the administrative costs
budgeted at $43,000 and actual spent was $137,000. The majority of the overage is due to the
approved owners’ representative.

9. COMMITTEE ASIGNMENTS
Chair Borgeson assigned the Finance Committee to review the costs and proposed rates that
will be incurred with the execution of a new HEA O&M agreement, and coordinate a meeting
with the BPMC members in a timely manner.
10. MEMBERS COMMENTS

A. Member Comments

Mr. Day expressed appreciation for joining the meeting today and looks forward to a successful
completion of the contract negotiations.

Chair Borgeson expressed appreciation to staff for their efforts and thanked Mr. Day for the
work at Bradley.

A brief at-ease was taken.

MOTION: Mr. Johnston made a motion to go into Executive Session to discuss
confidential financial conditions with respect to Battle Creek construction claims and
federal land fees. The motion was seconded.

Motion passed without objection.

7. D. Executive Session: 11:20 a.m.
e Battie Creek Construction Claims
* Federal Land Fees

The Committee reconvened its regular meeting at 11:50 a.m.

11.  NEXT MEETING DATE - Octobér 19, 2018

12. ADJOURNMENT

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

BY: 5
Cory Borgeson, Chair

Attest: | &LW

Janet er
Alaska-Energy Authority, Secretary
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