BRADLEY LAKE PROJECT MANAGEMENT COMMITTEE MEETING
REGULAR MEETING
Alaska Energy Authority, Anchorage, Alaska
December 7, 2018

1. CALL TO ORDER

Chair Borgeson called the regular meeting of the Bradley Lake Hydroelectric Project
Management Committee to order at 1:04 p.m. A full gquorum 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])); Jeff Warner (Anchorage Municipal Light & Power [ML&P]); John
Foutz (City of Seward); and Brad Janorschke (Homer Electric Association [HEA]).

3. PUBLIC ROLL CALL

Jocelyn Garner, Kirk Warren, Teri Webster, Brandi White (AEA); Mark Johnson (ARCTEC);
Michelle Barnett, Amy Fenerty, Lia Patton (Aldrich CPAs & Advisors); Brian Hickey, Sherri
Highers, Josh Resnick, Burke Wick (CEA); Stefan Saldanha (Department of Law), Ron Woolf
(GVEA); Bob Day, Emily Hutchinson, Larry Jorgenson (HEA); Kirk Gibson (McDowell Rackner
Gibson, PC); David Pease, Tony Zellers (MEA); Molly Morrison (ML&P); TW Patch, Bernie
Smith (Public); and Sunny Morrison (Accu-Type Depositions).

4, PUBLIC COMMENTS
None.

5. AGENDA APPROVAL

MOTION: Mr. Janorschke made a motion to approve the agenda. Motion seconded by
Mr. Thibert.

Motion passed unanimously.
6. PRIOR MINUTES - October 25, 2018

MOTION: Mr. Thibert made a motion to approve the Minutes of October 25, 2018. Motion
seconded by Mr. Janorschke.

Mr. Carey corrected the spelling to Jocelyn Garner throughout the minutes.

The motion to approve the Minutes of October 25, 2018, with the spelling corrections,
passed unanimously.

7. NEW BUSINESS
A. FY18 BPMC Audited Financial Statement and Refunds
Motion to Approve

BPMC Minutes 12/7/18 Page 1 of 4



Chair Borgeson introduced representatives from Aldrich CPAs & Advisors, Amy Fenerty,
Michelle Barnett and Lia Patton. Ms. Fenerty reviewed the results of the audit provided to
Committee members. There were no significant findings to report and an unmodified clean
opinion was issued for the audited financial statements. Ms. Fenerty expressed appreciation to
staff for their cooperation during the audit process. Ms. Fenerty highlighted the refund sections
in the financial statements.

MOTION: Mr. Janorschke made a motion the Bradley Lake Project Management
Committee accept the Fiscal Year 2018 Audited Financial Statements and approve a
refund of $1,445,453 ($1,004,466 O&M and $440,987 R&C) to the Utilities and a refund of
$635,702 to the Battle Creek Participating Utilities. Motion seconded by Mr. Foutz.

Motion passed unanimously.

B. Bradley O&M Agreement Update
Chair Borgeson introduced Kirk Gibson of McDowell Rackner Gibson, PC to provide the update
on the Bradley O&M Agreement. Mr. Gibson noted much progress has been achieved with
HEA in narrowing the current unresolved issues. A summary of the changes as result of the
discussions has been sent to HEA Counsel. Mr. Gibson expressed optimism the issues could
be finalized within the next two weeks.

Chair Borgeson advised if the issues are resolved within the next few weeks, a special
telephonic meeting may be scheduled to approve the Agreement.

C. Bradley Federal Lands Transfer Update
Mr. Carey informed the Federal Government transferred the remaining Federal lands last spring
to the State of Alaska of approximately 5,500 acres. AEA paid the current lands bill and
concurrently filed an appeal. The appeal was denied by Federal Energy Regulatory
Commission (FERC) in September. AEA filed an appeal to the FERC denial determination and
requested a rehearing. AEA submitted an application for amendment to Bradley changing the
amount of land in the license. In November, FERC issued an order amending the license to
change the amount of land within Bradley and revised the annual charges. All future invoices
from FERC for the land fee will be zero. FERC determined in early December, a refund for land
fees is due to AEA for $86,558 and is anticipated to be paid within the next month. Mr. Carey
explained the federal lands transfer saves the Bradley project land charges of approximately
$200,000 to $300,000 annually. He noted another benefit is the Bradley relicensing process in
about 10 years will no longer contain a mandatory conditioning authority.

Chair Borgeson congratulated Mr. Carey on his good work. He expressed appreciation to the
State for selection of the lands for the benefit of the Bradley project.

D. Battle Creek Project Update
Mr. Carey provided the Battle Creek project update. He informed the contractor worked until the
weather became prohibitive in late November. The work is planned to restart in April. The
project is slightly behind schedule, but it is still possible to meet the final completion date of
August 2020. The project is currently on budget. The contractor has not been submitting their
pay applications in a timely manner. Mr. Carey discussed the project photos provided to the
Committee.

E. Unit 2 Generator Repairs
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Bob Day of HEA reviewed the provided discussion paper regarding the proposed repair to the
Bradley Unit 2 generator. The rotor needs to be removed and a thorough inspection and
cleaning of the unit needs to occur. The proposal includes utilization of a mechanical contractor
to remove the rotor and an electrical contractor to clean the rotor, stator, and address the
corona problems. All work would be conducted onsite. If the repair is conducted during the
scheduled February transmission line outage, there will be very little impact to the Northern
utilities. Mr. Day informed the expedited timeframe would mean the procurement of the
wedging material would be issued as a sole source no-bid contract. If the contract is committed
next week, the wedging material can be received by February 1s. The mechanical contractor
and electrical contractor would be chosen based on an informal bid process and the O&D’s
review and recommendation of proposals. The project’s estimated budget ranges from
$500,000 to $950,000.

Chair Borgeson clarified the repairs will be funded from the R&C fund and the amount will be
spread over four years of plant operations. Ms. Garner agreed.

Mr. Izzo inquired if this repair expense could be capitalized and financed over a longer term.
Ms. Garner noted the payback over four years for the high estimate of $950,000 is $238,000
each year. She believes the R&C fund is currently the best funding mechanism and suggested
the Finance Committee review options. Chair Borgeson noted he will give an assignment to the
Finance Committee.

MOTION: Mr. Thibert made a motion to recommend approval by the BPMC of HEA’s
proposal to expedite repairs on Unit 2 generator, to include a sole source contract for the
wedge manufacturing, and best value procurement processes for mechanical and
generator repair, labor and parts, with costs not to exceed $950,000. Motion seconded
by Mr. I1zzo.

Motion passed unanimously.

8. COMMITTEE ASIGNMENTS

Chair Borgeson assigned the Finance Committee to analyze the potential process of financing
larger capital projects and larger repair projects. The assignment is not a priority and the
Finance Committee is to report to the full Committee at their discretion.

A. Budget Subcommittee - Budget to Actual
Ms. Garner reviewed the provided Expense Report dated July 1, 2018 through August 31, 2018.
There were no questions. Chair Borgeson expressed appreciation to Ms. Garner for the
updated information.

B. Operators Report
Mr. Day gave an overview of the provided Operator Report and pictures therein. Substantial
inspection was conducted after the November 30" earthquake and no damage was found. Both
units stayed online and continued to operate.

C. O&D Report
Mr. Warner discussed the provided O&D Report. There were no questions.

9. MEMBERS COMMENTS
Members wished all happy holidays, Merry Christmas, and Happy New Year.
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Mr. Janorschke expressed appreciation to staff for their efforts regarding the financial audit and
for focus on the Unit 2 work.

Mr. Warner thanked staff for their efforts and expressed appreciation to all the utilities for
working well together on operational issues during the earthquake.

Chair Borgeson echoed the appreciation for the outstanding audited financial report.

10. NEXT MEETING DATE

Chair Borgeson noted the 2019 meeting dates have not yet been scheduled. He advised the
Committee to stand ready in January to conduct a meeting to complete and approve the O&M

Agreement. Chair Borgeson requested regular meetings be scheduled every other month. The
March meeting will include approval of the budget.

11.  ADJOURNMENT
There being no further business for the committee, the meeting adjourned at 1:59 p.m.

By: LJcm@Q Qém%cw“\\h

Cory Borgegon, Chair
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Bryan Carey
Alaska Energy Authority, Segeetary
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