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taxes, if any, for w h i c h  HEA m a y  b e c o m e  liable as a r e s u l t  o f  the 
sale of t r a n s m i s s i o n  capability.

(c) In i t i a l  C a r r y i n g  C a p a c i t y . The c a r r y i n g  c a p a c i t y  of the 
T r a n s m i s s i o n  L i n e  for the p u r p o s e s  of m a k i n g  the c o m p u t a t i o n s  
r e q u i r e d  b y  A t t a c h m e n t s  A, B a n d  C, s u b j e c t  to the p r o v i s i o n s  of 
S e c t i o n  10, is 135 m e g awatts.

(d) S c h e d u l e  of  P a y m e n t s .

(i) A  P u r c h a s e r  e l e c t i n g  to p a y  a m o r t i z a t i o n  c o s t s
t h r o u g h  d i r e c t  p a y m e n t s  shall ma k e  s u c h  p a y m e n t  w i t h i n  30 d a y s  of
d e m a n d  t h e r e f o r  b y  HEA, b u t  n o t  b e f o r e  30 d a y s  f o l l o w i n g  the Da t e
of C o m m e r c i a l  Ope r a t i o n .

(ii) A  P u r c h a s e r  e l e c t i n g  to p a y  a m o r t i z a t i o n  c o s t s
t h r o u g h  i n s t a l l m e n t  p a y m e n t s  shall p a y  the f i r s t  m o n t h l y  p a y m e n t  
on or  b e f o r e  30 d a y s  a f t e r  the e f f e c t i v e  d a t e  o f  the d o c u m e n t s  
e v i d e n c i n g  the C o n s t r u c t i o n  Loan.

(e) L h a r a c t e r  of  P a y m e n t s . T h e  a m o u n t s  p a y a b l e  u n d e r  this 
A g r e e m e n t  are o p e r a t i n g  e x p e n s e s  of e a c h  P u r c h a s e r ' s  System, and 
are v a l i d  and b i n d i n g  o b l i g a t i o n s  of e a c h  Pur c h a s e r ,  p a y a b l e  o n l y  
fr o m  the g r o s s  r e v e n u e s  o f  said P u r c h a s e r ' s  S y s t e m  as a c o s t  of 
e l e c t r i c  t r a n s m i s s i o n ,  a n d  not p a y a b l e  from any taxes.

(f) T a x  C o n s e q u e n c e s . In the e v e n t  the sale of a n s m i s s i o n  
c a p a b i l i t y  or the p a y m e n t  a r r a n g e m e n t s  c o n t e m p l a t e d  b y  this 
A g r e e m e n t  r e s u l t  i n  a n y  P a r t y  b e i n g  liable f o r  the p a y m e n t  of 
F e d e r a l  i n c o m e  tax, the P a r t i e s  shall w o r k  t o g e t h e r  to r e v i s e  the 
A g r e e m e n t  to r e d u c e  or e l i m i n a t e  s u c h  liability, p r o v i d e d ,  that 
a n y  s u c h  revisio.. shall n o t  r e d u c e  the a m o u n t  of t r a n s m i s s i o n  
c a p a b i l i t y  to w h i c h  a P a r t y  is e n t i t l e d  h e r e u n d e r ,  n o r  shall H E A  
be o b l i g a t e d  to c o n v e y  a n y  g r e a t e r  i n t e r e s t  in the T r a n s m i s s i o n  
Li n e  t h a n  as is h e r e i n  provided.

(g) P u r c h a s e r ' s  O b l i g a t i o n . E x c e p t  as p r o v i d e d  in S e c t i o n  
10, e a c h  P u r c h a s e r  shall ma k e  p a y m e n t s  in the a m o u n t s  and at the 
t i m e s  r e q u i r e d  b y  th i s  A g r e e m e n t  n o t w i t h s t a n d i n g  a s u s p e n s i o n  or 
r e d u c t i o n  in the a m o u n t  of t r a n s m i s s i o n  c a p a b i l i t y  of the 
T r a n s m i s s i o n  Line.

S E C T I O N  5. D U T Y  T O  O P E R A T E  A N D  M A I N T A I N

So l o n g  as H E A  ow n s  the T r a n s m i s s i o n  Line, H E A  wi l l  in iood 
f a i t h  and at all t i mes operate, m a i n t a i n  and r e p a i r  the e l e c t r i c a l  
f a c i l i t i e s  u s e d  to p e r f o r m  the s e r v i c e s  p r o v i d e d  h e r e u n d e r  in 
a c c o r d a n c e  w i t h  P r u d e n t  U t i l i t y  P r a c t i c e  in a m a n n e r  c o n s i s t e n t  
w i t h  H E A ' s  o b l i g a t i o n s  u n d e r  this Agreement.
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S E C T IO N  6 .  OUTAGES

(a.) F o r c e d  a n d  s c h e d u l e d  o u t a g e s . T h e  T r a n s m i s s i o n  L i n e  is
s u b j e c t  to F o r c e d  O u t a g e  a n d  to s c h e d u l e d  o u t a g e s  for m a i n t e n a n c e .

(b) H E A ' s  s y s t e m . D u r i n g  a n y  o u t a g e  of  the T r a n s m i s s i o n  
Line, a b s e n t  an a g r e e m e n  to the contrary, a P u r c h a s e r  s h all not 
b e  e n t i t l e d  u n d e r  the t e r m s  of this A g r e e m e n t  to the u s e  of 
t r a n s m i s s i o n  c a p a c i t y  o n  H E A ' s  s y s t e m  or to w h e e l i n g  s e r v i c e s  o v e r  
the t r a n s m i s s i o n  line f r o m  B r a d l e y  J u n c t i o n  to S o l d o t n a  s u b s t a t i o n  
v i a  the F r i t z  C r e e k  S u bstation.

(c) S c h e d u l i n g . H E A  shall s c h e d u l e  o u t a g e s  for m a i n t e n a n c e  
o r  u p g r a d i n g  of  the T r a n s m i s s i o n  Li n e  in c o n s u l t a t i o n  w i t h  the 
B r a d l e y  Lake P r o j e c t  M a n a g e m e n t  Committee.

S E C T I O N  7. F A I L U R E  T O  C O N S T R U C T  A C C O R D I N G  TO  S C H E D U L E .

(a) D e f a u l t . S u b j e c t  to the p r o v i s i o n s  of  S e c t i o n  7(b), if 
H E A  fails, in any m a t e r i a l  respect, to c o n s t r u c t  the T r a n s m i s s i o n  
Line in a c c o r d a n c e  w i t h  the s c h e d u l e  set f o r t h  in A t t a c h m e n t  D, 
u n l e s s  su c h  d e l a y  is a r e s u l t  of F o r c e  Maj e u r e ,  H E A  shall be 
d e e m e d  to be  i n  d e f a u l t  h e r e u n d e r  and the P a r t i e s  t h e r e u p o n  shall
b e  e n t i t l e d  to a s s u m e  o w n e r s h i p  and c o n t r o l  of  the T r a n s m i s s i o n
Li n e  a n d  to c o m p l e t e  t h e  c o n s t r u c t i o n  thereof, and H E A  shall 
a s s i g n  a n d  c o n v e y  to the P a r t i e s  e n t i t l e d  thereto, all of its 
right, t i t l e  a n d  interrest in the T r a n s m i s s i o n  Line.

(b) T a k e o v e r . U p o n  d e f a u l t  b y  HEi>, a P a r t y  m a y  p e r f e c t  its 
r i g h t  to c o n s t r u c t  the T r a n s m i s s i o n  L i n e  as follows:

(i) T h e  P a r t y  shall f i r s t  g i v e  n o t i c e  to H E A  and to all 
o f  the o t h e r  P a r t i e s  of its e)<=Jtior to c o n s t r u c t  the
T r a n s m i s s i o n  Line.

(ii) W i t h i n  30 d a y s  f r o m  the d a t e  of  r e c e i p t  of the
n o t i c e  H E A  shall b e  e n t i t l e d  to c u r e  any s u c h  default.

(iii) If H E A  fails to cu r e  the d e f a u l t  w i t h i n  the p e r i o d  
p r e s c r i b e d  b y  s u b s e c t i o n  (ii), above, t h e n  withir. 45 d a y s  of 
the r e c e i p t  of the n o t i c e  r e f e r r e d  to in s u b s e c t i o n  (i), 
above, e a c h  P a r t y  e l e c t i n g  to p a r t i c i p a t e  in the const:-;*-t ion 
of the T r a n s m i s s i o n  Li n e  shall n o t i f y  the e t h e r  Far-. :*»s of 
s u c h  election.

(iv) T h e r e a f t e r ,  ,11 P a r t i e s  e l e c t i n g  to e x e r c i s e  ‘heir 
r e s p e c t i v e  ri g h t s  to c o n s t r u c t  the T r a n s m i s s i o n  Line .-hill be 
e n t i t l e d  to do so, p u r s u a n t  to s u c h  a r r a n g e m e n t s  as rh.oy may 
a g ree u p o n  a m o n g  themselves.
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(c) C o o p e r a t i o n  b y  H E A . U p o n  th* f e c t i o n  b y  a n y  P a r t i e s  
o f  t h e i r  r i g h t s  to c o n s t r u c t  the T r a n s m i s s i o n  Line as set f o r t h  in 
s e c t i o n  7(b), H E A  shall d e l i v e r  to s u c h  P a r t i e s  all d o c u m e n t s  in 
its p o s s e s s i o n  r e l a t i n g  to the c o n s t r u c t i o n  of  the T r a n s m i s s i o n  
Line, i n c l u d i n g  d e s i g n  d o c u m e n t s  and c o n s t r u c t i o n  d o c u m e n t s ,  and 
shall e x e c u t e  in f a v o r  of the P a r t i e s  a s s i g n m e n t s  of all
a s s i g n a b l e  e a s e m e n t s  a n d  per m i t s ,  t o g e t h e r  w i t h  sv c h  o t h e r  
d o c u m e n t s  as m a y  be  r e a s o n a b l y  r e q u i r e d  to t r a n s f e r  c o n t r o l  of the 
c o n s t r u c t i o n  of the T r a n s m i s s i o n  L i n e  to s u c h  Parties.

(d) T i t l e . A n y  P a r t y  w h i c h  p e r f e c t s  its r i g h t  to c o m p l e t e  
the c o n s t r u c t i o n  of  the T r a n s m i s s i o n  Li n e  p u r s u a n t  to the t e rms 
here o f ,  shall b e  e n t i t l e d  to d e m a n d  and r e c e i v e  f r o m  H E A  a 
c o n v e y a n c e  of all o f  H E A ' s  right, title, and i n t e r e s t  in the 
T r a n s m i s s i o n  Line, p r o v i d e d , t h a t  in the e v e n t  m o r e  t h a n  one P a r t y  
b e c o m e s  e n t i t l e d  to m a k e  s u c h  d e m a n d  H E A  s h all h a v e  no
r e s p o n s i b i l i t y  f o r  d e t e r m i n i n g  the p a r t i e s  e n t i t l e d  thereto, b u t  
H E A  m a y  d e l i v e r  a n y  i n s t r u m e n t  of c o n v e y a n c e  to all s u c h  P a r t i e s  
as t e n a n t s  in  common.

(e) R e p a y m e n t  o f  H E A ' s  c o s t s . In the e v e n t  one or m o r e  
P a r t i e s  o b t a i n  title to the T r a n s m i s s i o n  L i n e  p u r s u a n t  to the 
t e r m s  hereof, su c h  P a r t y  o r  P a r t i e s  s h a l l  p a y  to HEA, o n  o r  b e f o r e  
12 m o n t h s  f r o m  the d a t e  o f  r e c e f v i n g  s u c h  t i t l e  all sumo e x p e n d e d  
b y  H E A  for the c o n s t r u c t i o n  o f  the T r a n s m i s s i o n  Line.

(f) D a m a g e s . T h e  e x e r c i s e  b y  a n y  P i r t y  of a n y  r i g h t  u n d e r
th i s  s e c t i o n  shall n o t  o p e r a t e  to l i m i t  or  r e s t r i c t  the P a r t y ' s
r i g h t  to p u r s u e  a n y  o t h e r  l e gal remed i e s .

S E C T I O N  8 . U P G R A D I N G  O F  LI N E

(a) I n c r e a s e d  s h a r e . If a f t e r  the i n i t i a l  c o n s t r u c t i o n  of 
t he T r a n s m i s s i o n  Line, a d d i t i o n a l  i m p r o v e m e n t s  c o n s t r u c t e d  b y  H E A  
r e s u l t  in an i n c r e a s e  o f  the c a p a c i t y  of the T r a n s m i s s i o n  Line 
a b o v e  the c a p a c i t y  s t a t e d  -,n S e c t i o n  2(b) no P u r c h a s e r  w i l l  be 
e n t i t l e d  to any s h a r e  of the i n c r e a s e d  c a p a c i t y  of the 
T r a n s m i s s i o n  Line, e x c e p t  s u c h  P u r c h a s e r s  as w e r e  o f f e r e d  and 
a c c e p t e d  an o p p o r t u n i t y  to s hare in the c o s t s  of the upgrade.

(b) R e i m b u r s e m e n t  of c o s t s . A  P u r c h a s e r  m a y  be e q u i t a b l y  
e n t i t l e d  to some f i n a n c i a l  c o m p e n s a t i o n  in the e v e n t  the
T r a n s m i s s i o n  Line is u p g r a d e d ,  d e p e n d i n g  u p o n  the n a t u r e  of the 
u p g r a d e  and the a r r a n g e m e n t s  e n t e r e d  into for the p u r p o s e  of 
f i n a n c i n g  a n d  a l l o c a t i n g  the -rapacity a s s o c i a t e d  w i t h  the upgrade.

(c) T r e a t m e n t  of f v o l t a g e  s u p p o r t . A n y  c a p i t a l  cost
of a d d i n g  o r  enhancir. ^ge s u p p o r t  for the T r a n s m i s s i o n  Line
i n c l u d e d  w i t h i n  the dt -ion of C o n s t r u c t i o n  C o s t  shall not be 
c o n s i d e r e d  to be a n  u p g r a d e ;  r a t h e r  the c o s t  shall be  t r e a t e d  as 
t h o u g h  it w e r e  a c o s t  of  c o n s t r u c t i n g  the T r a n s m i s s i o n  Line and
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shall be  p a i d  b y  the P a r t i e s  in a c c o r d a n c e  w i t h  the p r o v i s i o n s  of 
S e c t i o n  4(a).

(d) S h a r e d  c o s t s . T h e  c o s t  of m a k i n g  a n y  c a p i t a l  
i m p r o v e m e n t s  w h i c h  r e s u l t  in b e n e f i t s  to b o t h  the H E A  s y s t e m  and 
to the T r a n s m i s s i o n  L i n e  w i l l  be  a l l o c a t e d  on  an e q u i t a b l e  basis.

S E C T . J N  9. I N T E R V E N I N G  T A P S  O N  T R A N S M I S S I O N  LINE

H E A  may, at some f u t u r e  time, d e s i r e  to p l a c e  s u b s t a t i o n s  or 
taps ("facilities") a l o n g  the T r a n s m i s s i o n  Line in o r d e r  to 
p r o v i d e  for the s p e c i f i c  n e e d s  o f  H E A ' s  system. All c a p i t a l  and
o p e r a t i n g  c o s t s  a s s o c i a t e d  w i t h  s u c h  facili t i e s ,  i n c l u d i n g  v o l t a g e  
s u p p o r t  e q u i p m e n t  t h a t  is r e q u i r e d  as a r e s u l t  of the i n s t a l l a t i o n  
o f  s u c h  facilities, w i l l  b e  the r e s p o n s i b i l i t y  of HEA. H E A  ag r e e s  
to a l l o w  the o t h e r  P a r t i e s  to r e v i e w  its p l a n s  for such
f acilities, a n d  t h e  s u b s e q u e n t  d e s i g n  of s u c h  f a cilities, and 
a b s e n t  c o m p e n s a t i o n  f r o m  H E A  to the P u r c h a s e r s ,  H E A  shall p r o p o s e  
no c h a n g e s  to the T r a n s m i s s i o n  L i n e  t h a t  w i l l  s i g n i f i c a n t l y  
d e g r a d e  the line's r e l i a b i l i t y  or r e s u l t  in an i n c r e a s e  in losses 
to the o t h e r  Parties.

S E C T I O N  10. D O W N R A T I N G

If, a f t e r  the c o n s t r u c t i o n  o f  the T r a n s m i s s i o n  Line its
c a r r y i n g  c a p a c i t y  is d i m i n i s h e d :  (a) the P a r t i e s  shall a t t e m p t  to
m a k e  the n e c e s s a r y  r e p a i _ j o r  m o d i f i c a t i o n s  to r e s t o r e  the
o r i g i n a l  c a r r y i n g  c a p a c i t y  o f  t h e  T r a n s m i s s i o n  Line, if it is e c o­
n o m i c a l l y  f e a s i b l e  to do  so, w i t h  e a c h  P a r t y  to p a y  the co s t  of 
m a k i n g  su c h  r e p a i r s  or m o d i f i c a t i o n s  in a c c o r d a n c e  w i t h  S e c t i o n  
4(b); b u t  (b), if it is n o t  e c o n o m i c a l l y  f e a s i b l e  to m a k e  such 
r e p a i r s  or  m o d i f i c a t i o n s ,  e a c h  P u r c h a s e r ' s  share of the
T r a n s m i s s i o n  Li n e ' s  c a p a b i l i t y  s h a l l  b e  d e c r e a s e d  b y  a p e r c e n t a g e  
e qual to the p e r c e n t a g e  d e c r e a s e  in c a r r y i n g  c a p a c i t y  of the
T r a n s m i s s i o n  Line.

S E C T I O N  11. S P E C I A L  P R O V I S I O N S  A F F E C T I N G  C H U G A C H

(a ) C h u g a c h ' s  t r e a t m e n t  of the t r a n s m i s s i o n  c a p a b i Li ty for 
r a t e m a k i n g  p u r p o s e s . T h e  c o s t s  p a i d  b y  C h u g a c h  for its share of 
the c a p a b i l i t y  of the T r a n s m i s s i o n  L i n e  shall not be i n c l u d e d  in 
a ny r e v e n u e  r r q u i r e m e n t , n o r  i n c l u d e d  for any o t h e r  p u rpose, in 
e s t a b l i s h i n g  rates to be p a i d  b y  A E G & T  to C h u g a c h  u n d e r  the 
A g r e e m e n t  for Sale of E l e c t r i c  P o w e r  a n d  E n e r g y  b e t w e e n  HEA, 
Chugach, and AEG&T, e f f e c t i v e  M a y  13, 1986 (the " T r i p a r t i t e  
A g r e e m e n t ) .

(b) D e l i v e r i e s  to A E G & T . N o t w i t h s t a n d i n g  the provision.- of 
S e c t i o n  6 , d u r i n g  a n y  o u t a g e  on  the T r a n s m i s s i o n  Line b u t  o n l y  to



the e x t e n t  of  s u c h  outage, C h u g a c h  shall be e n t i t l e d  to use 
B r a d l e y  L a k e  p o w e r  in p l a c e  o f  o t h e r  power, s u b j e c t  to the 
p h y s i c a l  c o n s t r a i n t s  of the H E A  system, to s a t i s f y  all or  a n y  p a r t  
o f  C h u g a c h ' s  p o w e r  sales o b l i g a t i o n s  to A E G & T  for the b e n e f i t  of 
HEA, a n d  to d e l i v e r  the p o w e r  fr o m  B r a d l e y  J u n c t i o n  v i a  the Fritz 
C r e e k  substation, b u t  such d e l i v e r y  '■’11 n o t  o t h e r w i s e  r e l i e v e  
C h u g a c h  of its o b l i g a t i o n s  to p r o v i d e  ■#'. vr- th  p o w e r  p u r s u a n t  to 
the t e r m s  of the T r i p a r t i t e  A g r eement.

(c) C o n v e y a n c e  to A E G & T . If H E A  at a n y  t i m e  t r a n s f e r s  to 
A E G & T  the o w n e r s h i p  of the T r a n s m i s s i o n  Line, C h u g a c h  shall also 
t r a n s f e r  its T r a n s m i s s i o n  Line c a p a b i l i t y  to A E G & T  u n d e r  a P r o j e c t  
A g r e e m e n t  a m o n g  AEG&T, HEA, Chugach, and any o t h e r  e n t i t i e s  
c o n v e y i n g  shares of the T r a n s m i s s i o n  Line to AEG&T, if C h u g a c h  is 
t h e n  a J o i n t  A c t i o n  M e m b e r  o f  AEG&T.

S E C T I O N  12. T E R M  OF  AGR E E M E N T ;  A M E N D M E N T

(a) T e r m . T h i s  A g r e e m e n t  shall b e c o m e  e f f e c t i v e  u p o n  the 
E f f e c t i v e  D a t e  and shall c o n t i n u e  in f orce u n t i l  the T e r m i n a t i o n  
Date, s u b j e c t  o n l y  to the l i m i t a t i o n s  set f o r t h  in S e c t i o n  12(b), 
p r o v i d e d , t h a t  if the D a t e  of C o m m e r c i a l  O p e r a t i o n  d o e s  n o t  o c c u r  
b e f o r e  J a n u a r y  1, 1996, t h e n  this A g r e e m e n t  shall t e r m i n a t e  on 
J a n u a r y  1, 1996.

(b) A m e n d m e n t s . Th i s  A g r e e m e n t  m a y  b e  amended, extended, or 
t e r m i n a t e d  at a n y  t i m e  b y  the w r i t t e n  c o n s e n t  of all Parties, but 
n o  s u c h  amendment, extension, or t e r m i n a t i o n  shall be e f f e c t i v e  
u n l e s s  a p p r o v e d  b y  the f e d e r a l  and state a g e n c i e s  (if any) w hose 
a p p r o v a l  is r e q u i r e d  at the time.

S E C T I O N  13. D I S P U T E  R E S O L U T I O N .

T h e  P a r t i e s  a g r e e  that a n y  p r o c e d u r e s  for d i s p u t e  r e s o l u t i o n  
u n d e r  th i s  A g r e e m e n t  be e n t r u s t e d  to g o o d  f a i t h  n e g o t i a t i o n s  and 
a d o p t i o n  b y  the P r o j e c t  M a n a g e m e n t  C o m mittee, w i t h  H E A ' s  
a f f i r m a t i v e  v o t e  r e q u i r e d  for a d o p t i o n  of such p r o c e d u r e s .  HEA 
shall n o t  w i t h h o l d  its a f f i r m a t i v e  v o t e  u n r e a s o n a b l y ,  1 ut H E A ' s  
u n r e a s o n a b l e n e s s  in this r e g a r d  m a y  be c h a l l e n g e d  and d e t e r m i n e d  
o n l y  in an a c t i o n  to e n f o r c e  this A g r e e m e n t  and shall n o t  be 
d e t e r m i n e d  b y  v o t e  o r  o t h e r  a c t i o n  of the P r o j e c t  M a n a q e m e n t  
C o m m i t t e e .

S E C T I O N  14. A P P R O V A L S .

A l l  P a r t i e s  a g ree to seek and s u p p o r t  as e x p e d i t i o u s l y  as 
p o s s i b l e  and in g o o d  faith, all n e c e s s a r y  a p p r o v a l s  o f  this 
A g r e e m e n t  and its terms. Ea c h  P a r t y  a g r e e s  that this A g r e e m e n t

8



and e a c h  o f  its p r o v i s i o n s  is lawful, valid, b i n d i n g  and 
e n f o r c e a b l e  in a c c o r d a n c e  w i t h  its terms.

S E C T I O N  15. M I S C E L L A N E O U S  P R O V I S I O N S .

(a) W a i v e r . A n y  w a i v e r  at a n y  ti m e  b y  any P a r t y  o f  its 
r i g h t s  w i t h  r e s p e c t  to any d e f a u l t  o f  the o t h e r  Party, o r  w i t h  
r e s p e c t  to any o t h e r  m a t t e r  a r i s i n g  i n  c o n n e c t i o n  w i t h  this 
Ag r e e m e n t ,  shall n o t  be  c o n s i d e r e d  a w a i v e r  w i t h  r e s p e c t  to any 
p r i o r  or  s u b s e q u e n t  default, r i g h t  or  matter.

(b) S u c c e s s o r s  a n d  A s s i g n s . T h i s  A g r e e m e n t  and all o f  the 
t e r m s  and p r o v i s i o n s  h e r e o f  shall b e  b i n d i n g  u p o n  and inure to the 
I s n e f i t  o f  the r e s p e c t i v e  s u c c e s s o r s  a n d  a s s i g n e e s  of  the Parties;
r o v i d e d , t h a t  no a s s i g n m e n t  or o t h e r  t r a n s f e r  o f  t h i s  Agreement, 

o r  a n y  i n t e r e s t  h e r e u n d e r  ( o t h e r  t h a n  to an e n t i t y  w h i c h  is a 
p a r t y  to the P o w e r  S a l e s  A g r e e m e n t )  s hall b e  e f f e c t i v e  w i t h o u t  the 
p r i o r  w r i t t e n  c o n s e n t  o f  all o f  the o t h e r  P a r t i e s  (which c o n s e n t  
shall n o t  b e  u n r e a s o n a b l y  w i t h h e l d ) ,  a n d  a n y  s u c c e s s o r  or a ssignee 
w h i c h  is n o t  a p a r t y  to the P o w e r  S a l e s  A g r e e m e n t  must, in the 
c o m m e r c i a l l y  r e a s o n a b l e  o p i n i o n  o f  the o t h e r  Parties, be f i n a n­
c i a l l y  c a p a b l e  of a s s u m i n g  the o b l i g a t i o n s  of the P a r t y  from w h ich 
the s u c c e s s o r  o r  a s s i g n e e  h a s  a c c e p t e d  the a s s i g n m e n t  or o t her 
t ransfer. T h i s  S e c t i o n  15(b) s h all n o t  p r e v e n t  an a s s i g n m e n t  of a 
P a r t y ' s  r i g h t s  h e r e u n d e r  for s e c u r i t y  p u r p o s e s  only, a n d  shall not 
p r e v e n t  a f i n a n c i n g  e n t i t y  w i t h  r e c o r d e d  or s e c u r e d  r i g h t s  from 
e x e r c i s i n g  all r i g h t s  a n d  r e m e d i e s  a v a i l a b l e  to it u n d e r  law or 
c o n t r a c t ,  p r o v i d e d  t h a t  p e r f o r m a n c e  of  this A g r e e m e n t  is not 
t h e r e b y  impaired. T h e  P a r t i e s  s h a l l  h a v e  the r i ght to be 
r e a s o n a b l y  n o t i f i e d  b y  the f i n a n c i n g  e n t i t y  p r i o r  to the time of 
e x e r c i s e  t h a t  it is e x e r c i s i n g  s u c h  r i g h t s  or remedies.

(c) P e r f o r m a n c e  P e n d i n g  R e s o l u t i o n  O f  D i s p u t e s . P e n d i n g
r e s o l u t i o n  of any d i spute, e a c h  P a r t y  shall c o n t i n u e  to p e r f o r m  
its o b l i g a t i o n s  u n d e r  this A g r e e m e n t ,  i n c l u d i n g  b u t  n o t  l i m i t e d  to 
the o b l i g a t i o n  to m a k e  the p a y m e n t s  r e q u i r e d  b y  this agreement. 
A l l  P a r t i e s  shall, be  e n t i t l e d  to s e e k  i m m e d i a t e  judicial
e n f o r c e m e n t  o f  th i s  c o n t i n u e d  p e r f o r m a n c e  o b l i g a t i o n  
n o t w i t h s t a n d i n g  the e x i s t e n c e  of a d ispute. A p p l i j a t i o n  for such 
e n f o r c e m e n t  3h a l l  be  m a k e  to the S u p e r i o r  C o u r t  for the S t ate of 
Alaska, at Kenai.

(d) A p p l i c a b l e  L a w . T h e  laws of the S tate of A l a s k a  
( i n c l u d i n g  w i t h o u t  l i m i t a t i o n  the e q u a l  o p p o r t u n i t y  laws set forth 
in A S  1 8 . 80.220, as the same m a y  b e  a m e n d e d  from time to time) 
shall g o v e r n  the i n t e r p r e t a t i o n  a n d  a p p l i c a t i o n  of this A g r e e m e n t  
and the a c t i o n s  of the P a r t i e s  h e r eto. In addition, HEA will
c o m p l y  w i t h  all o t h e r  equal o p p o r t u n i t y  laws and r e g u l a t i o n s  
a p p l i c a b l e  to HEA.



(e ) S e c t i o n  H e a d i n g s . T h e  s e c t i o n  h e a d i n g s  in this 
A g r e e m e n t  are for c o n v e n i e n c e  only, a n d  do n o t  p u r p o r t  to and 
shall n o t  be  d e e m e d  to define, l i mit o r  e x t e n d  the scope or  intent 
o f  the s e c t i o n  to w h i c h  t h e y  p e rtain.

(f) P a y m e n t . H E A  s hall e n d e a v o r  to r e n d e r  b i l l s  to the 
a p p r o p r i a t e  o t h e r  P a r t y  or  P a r t i e s  o n  or b e f o r e  the 10th d a y  of 
e a c h  c a l e n d a r  m o n t h  for c h a r g e s  w h i c h  a c c r u e d  u n d e r  th i s  A g r e e m e n t  
d u r i n g  the p r e c e d i n g  month. In s u c h  bills, if any it e m  is 
desi'- a t e d  as b e i n g  e s t i m a t e d  d u e  to u n a v a i l a b i l i t y  o f  final 
unde l y ing data, then, a d j u s t m e n t s  to the c o r r e c t  amounts, w h e n  
sue a m o u n t s  are d e t e r m i n e d ,  shall be i n c l u d e d  in a bi l l  for 
sul . <quent months. P a y m e n t  f r o m  e v e r y  P a r t y  b i l l e d  shall be due 
in the o f f i c e  o f  H E A  b y  the 2 5 t h  d a y  a f t e r  m a i l i n g  of the bill. 
If su c h  b i l l  is d e l a y e d  i n  the m a i l  a n d  n o t  r e c e i v e d  w i t h i n  ten 
d a y s  of the d a t e  s h o w n  o n  the p o s t m a r k ,  t h e n  the P a r t y  b i l l e d  
shall i m m e d i a t e l y  n o t i f y  H E A  a n d  a gree u p o n  a n e w  date, b u t  in no 
e v e n t  shall H E A  be  r e q u i r e d  to a c c e p t  a d e l a y  in p a y m e n t  b e y o n d  15 
da y s  from the d a t e  of a c t u a l  r e c e i p t  of the b i l l  b y  the P a r t y  
billed. P a y m e n t  shall be mailed, d i r e c t l y  d e p o s i t e d  to the 
a c c o u n t  o f  HEA, or m a y  b e  p a i d  in person, at H E A ' s  m a i n  o f f i c e  in 
Homer, Alaska.

(g) M o  T h i r d  P a r t y  B e n e f i c i a r i e s  Or  L i a b i l i t y  To T h i r d
P a r t i e s . N o t w i t h s t a n d i n g  t h a t  the o p e r a t i o n  of  t h i s  A g r e e m e n t  m a y  
and is i n t e n d e d  to c o n f e r  b e n e f i t s  o n  t h i r d  p a r t i e s  w h o  are not 
s i g n a t o r i e s  to th i s  A g r e e m e n t ,  in p r o m i s i n g  p e r f o r m a n c e  to one 
a n o t h e r  u n d e r  t h i s  A g r e e m e n t  the P a r t i e s  i n t e n d  to c r e a t e  b i n d i n g  
legal o b l i g a t i o n s  to and r i g h t s  of e n f o r c e m e n t  in  (i) one another, 
and (ii) one a n o t h e r ' s  a s s i g n e e s  or s u c c e s s o r s  in interest. The 
P a r t i e s  e x p r e s s l y  do  n o t  i n t e n d  to c r e a t e  a n y  o b l i g a t i o n  or 
liability, or p r o m i s e  a n y  p e r f o r m a n c e  t >~, a n y  t h i r d  p a r t y  ( i n c l u d­
ing w i t h o u t  l i m i t a t i o n  the A u t h o r i t y  o r  a n y  i n d i v i d u a l  or e n t i t y  
s u p p l i e d  w i t h  e l e c t r i c  p o w e r  b y  any o f  the Parti e s ) .  The P a r t i e s  
h a v e  n o t  c r e a t e d  for a n y  t h i r d  p a r t y  any r i g h t  to e n f o r c e  this
A g r e e m e n t .

(h) N o t i c e  a n d  A c c e s s  to R e c o r d s . H E A  shall a p p r i s e  the
P a r t i e s  of any p l a n n e d  c o n s t r u c t i o n  o r  m a i n t e n a n c e  a c t i v i t i e s  on 
the T r a n s m i s s i o n  Line, o r  a n y  c h a n g e s  in its s y s t e m  that m i g h t  
af f e c t  the a v a i l a b i l i t y  o f  c a p a c i t y  on  the T r a n s m i s s i o n  Line. HEA 
shall m a k e  a v a i l a b l e  to a P a r t y  s u c h  books, records, or o t h e r  
i n f o r m a t i o n  r e l a t i n g  to the T r a n s m i s s i o n  Line, its cost,
c o n s t r u c t i o n  and o p e ration, as th a t  P a r t y  m a y  r e a s o n a b l y  request.

(i) E x e c u t i o n  of D o c u m e n t s . T h e  P a r t i e s  shall e x e c u t e  such
o t h e r  d o c u m e n t s  as m a y  be  r e a s o n a b l y  r e q u i r e d  to e f f e c t u a t e  the 
p u r p o s e s  of t h i s  Agr e e m e n t .  A n y  c o n v e y a n c e  o r  lease e x e c u t e d
p u r s u a n t  to th i s  A g r e e m e n t  shall c o n t a i n  t e r m s  w h i c h  are
s u b s t a n t i a l l y  the same as the t e r m s  hereof.
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(j) M u l t i p l e  c o p i e s . T h i s  A g r e e m e n t  shall be  e x e c u t e d  in 
s e v e r a l  c o u n t e r p a r t s ,  e a c h  of  w h i c h  shall b e  an origi n a l ,  b u t  all 
of w h i c h  s hall c o n s t i t u t e  one and the same instrument.

(k) In c r e a s e  in P u r c h a s e r ' s  S h a r e . If a n d  to the ex t e n t  
th a t  the a m o u n t  of B r a d l e y  L a k e  P o w e r  d e l i v e r e d  to a Pur c h a s e r ,  or 
a P u r c h a s e r ' s  P e r c e n t a g e  S h a r e  (as d e f i n e d  in the P o w e r  Sales 
A g r e e m e n t ) ,  shall i n c r e a s e  o r  d e c r e a s e  as a r e s u l t  of the 
o c c u r a n c e  of  an e v e n t  d e s c r i b e d  ir> S e c t i o n  9 ( b ) ( i )  o f  the P o w e r  
S a l e s  A g r e e m e n t ,  the P u r c h a s e r ' s  s n are o f  the T r a n s m i s s i o n  Line 
c a p a b i l i t y  s h all be i n c r e a s e d  or  dec r e a s e d .

(1) D e f a u l t  b y  P u r c h a s e r . If a P u r c h a s e r  suspends, reduces, 
f a ils to m a k e  or is p r e v e n t e d  f r o m  m a k i n g  p a y m e n t s  r e q u i r e d  u n d e r  
this A g r e e m e n t ,  HEA, w i t h o u t  w a i v i n g  a n y  o t h e r  r i g h t s  o r  r e m e d i e s  
a v a i l a b l e  to it, a n d  u p o n  n o t  less t h a n  30 days' a d v a n c e  w r i t t e n  
n o t i c e  to the P u r c h a s e r ,  m a y  t e r m i n a t e  o r  s u s p e n d  the r i g h t  of the 
P u r c h a s e r  to r e c e i v e  p o w e r  o v e r  its s h a r e  o f  the t r a n s m i s s i o n  
c a p a b i l i t y ,  a n d  in s u c h  e v e n t  H E A  shall be  e n t i t l e d  to the u s e  of 
su c h  t r a n s m i s s i o n  c a p a b i l i t y .

(m) R e l a t i o n s h i p  to A l a s k a  I n t e r t i e  A g r e e m e n t . E x c e p t  for 
the r i g h t s  a n d  d u t i e s  set o u t  in t h i s  A g r e e m e n t  to u s e  the 
T r a n s m i s s i o n  L i n e  f r o m  B r a d l e y  J u n c t i o n  to S o l d o t n a  Substation, 
t h i s  A g r e e m e n t  d o e s  n o t  c h a n g e  or m o d i f y  the r i g h t s  a n d  d u t i e s  set 
o u t  in  the A l a s k a  I n t e r t i e  A g r e e m e n t .

S E C T I O N  16. D E F I N I T I O N S .

(a) A E G & T . T h e  A l a s k a  E l e c t r i c  G e n e r a t i o n  a n d  T r a n s m i s s i o n  
C o o p e r a t i v e ,  Inc.

(b) A g r e e m e n t . T h i s  A g r e e m e n t  g o v e r n i n g  sale of T r a n s­
m i s s i o n  L i n e  c a p a b i l i t y .

(c) A l a s k a  I n t e r t i e  A g r e e m e n t . A l a s k a  I n t e r t i e  A g r e e m e n t  
d a t e d  D e c e m b e r  23, 1985 a m o n g  the A l a s k a  P o w e r  Aut h o r i t y ,  
M u n i c i p a l i t y  of A n c h o r a g e ,  Alaska, d.b.a. M u n i c i p a l  L i g h t  & Power, 
C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  Inc., C i t y  of  Fai r b a n k s ,  Alaska, 
M u n i c i p a l  U t i l i t i e s  System, G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n ,  
Inc. a n d  A l a s k a  E l e c t r i c  G e n e r a t i o n  and T r a n s m i s s i o n  C o o p e r a t i v e ,  
Inc.

(d) A l a s k a  P o w e r  A u t h o r i t y . The A l a s k a  P o w e r  A u t h o r i t y ,  an 
a g e n c y  of the S t a t e  of Alaska, and any s u c c e s s o r  t h e r e t o  as o w n e r  
of the B r a d l e y  L a k e  H y d r o e l e c t r i c  Project.

(e) A u t h o r i t y . See A l a s k a  P o w e r  A u t h o r i t y .

(f) B r a d l e y  L a k e  P o w e r . E l e c t r i c  capac i t y ,  e x p r e s s e d  in 
k i l o w a t t s  (kw), g e n e r a t e d  at the B r a d l e y  La k e  H y d r o e l e c t r i c
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P r o j e c t  for a P a r t y  in a m a n n e r  c o n s i s t e n t  w i t h  the P o w e r  Sales 
A g r e e m e n t  and a p p l i c a b l e  criteria, p r o c e d u r e s ,  a n d  g u i d e l i n e s  
a d o p t e d  b y  the P r o j e c t  M a n a g e m e n t  C o m mittee. A s  u s e d  in this 
A g r e e m e n t ,  B r a d l e y  Lake P o w e r  d o e s  n o t  i n c l u d e  c a p a c i t y  p r o d u c e d  
b y  g e n e r a t o r s  o t h e r  t h a n  t h o s e  l o c a t e d  at the B r a d l e y  Lake H y d r o­
el e c t r i c  Project, r e g a r d l e s s  of  w h e t h e r  e n e r g y  or c a p a c i t y  from 
such o t h e r  g e n e r a t o r s  is or m a y  be so l d  to a P a r t y  p u r s u a n t  to 
p r o v i s i o n s  of the P o w e r  S a l e s  A g r e e m e n t  r e l a t i n g  to r e s e r v e s  for 
the Project.

(g) B r a d l e y  La k e  H y d r o e l e c t r i c  P r o j e c t . T h e  h y d r o e l e c t r i c  
g e n e r a t i n g  p r o j e c t  as d e f i n e d  m  the P o w e r  S a l e s  A g r e e m e n t .

(h) C o n s t r u c t i o n  C o s t . T h e  sum of the costs, as d e t e r m i n e d  
in a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s ,  
a s s o c i a t e d  w i t h  the c o n s t r u c t i o n  of  the T r a n s m i s s i o n  Li n e  and any 
c a p i t a l  i m p r o v e m e n t s  i n s t a l l e d  at or b e t w e e n  B r a d l e y  J u n c t i o n  and 
S o l d o t n a  S u b s t a t i o n  a n d  r e q u i r e d  to p r o v i d e  v o l t a g e  s u p p o r t  as 
p r o v i d e d  in S e c t i o n  2(b), p r o v i d e d  t h a t  t h e  c o s t  o f  the 
c o n s t r u c t i o n  of the T r a n s m i s i o n  L i n e  s hall n o t  e x c e e d  the 
e q u i v a l e n t  s u m  o f  $18 m i l l i o n  and the c o s t  of the c o n s t r u c t i o n  o f  
a n y  s u c h  v o l t a g e  s u p p o r t  s h all n o t  e x c e e d  the e q u i v a l e n t  sum of $2 
million, b a s e d  u p o n  the v a l u e  of the US d o l l a r  c n  N o v e m b e r  1, 
1987.

(i) C o n s t r u c t i o n  L o a n . T h e  s u m  of the f u n d s  b o r r o w e d  from 
ti m e  to t i m e  b y  H E A  to f u n d  the C o n s t r u c t i o n  Cost, b u t  o n l y  to the 
e x t e n t  s u c h  f u n d s  w e r e  a c t u a l l y  u s e d  to p a y  the C o n s t r u c t i o n  Cost, 
p l u s  the c o s t s  a s s o c i a t e d  w i t h  b o r r o w i n g  su c h  funds.

(j) D a t e  o f  C o m m e r c i a l  O p e r a t i o n . T h e  d a t e  o n  w h i c h  H E A  
r e a s o n a b l y  d e c l a r e s  s u f f i c i e n t  c a r r y i n g  c a p a c i t y  to b e  a v a i l a b l e  
o n  the T r a n s m i s s i o n  L i n e  to a c c o m m o d a t e  the P u r c h a s e r s '  s h a r e s  on 
a c o m m e r c i a l  basis.

(k) D e l i v e r y  P o i n t . T h e  D e l i v e r y  P o i n t  l o c a t e d  at B r a d l e y  
J unction, as d e f i n e d  i n  the P o w e r  S a l e s  A g r e e m e n t .

(1) E f f e c t i v e  D a t e . T h e  f i rst ' *.y o n  w h i c h  b o t h  of the 
f o l l o w i n g  c o n d i t i o n s  h a v e  b e e n  met: (i) all P a r t i e s  h a v e  e x e c u t e d  
this Agr e e m e n t ,  a n d  (ii) this A g r e e m e n t  h a s  b e e n  a p p r o v e d  in its 
e n t i r e t y  b y  all e n t i t i e s  w h o s e  a p p r o v a l  is nec e s s a r y .  For 
p u r p o s e s  of th i s  p r o v i s i o n ,  the a p p r o v a l  of any e n t i t y  o t h e r  than 
a f e d e r a l  o r  s tate g o v e r n m e n t a l  b o d y  shall be c o n s i d e r e d  n e c e s s a r y  
o n l y  if th a t  n o n - g o v e r n m e n t a l  e n t i t y  is i d e n t i f i e d  in w r i t i n g  b y  
one or m o r e  Parties, at the time su c h  P a r t i e s  e x e c u t e  this 
Agreement, as an e n t i t y  w h o s e  a p p r o v a l  is n e c e s s a r y  to p e r m i t  this 
A g r e e m e n t  to b e c o m e  e f f e c t i v e  w i t h  r e s p e c t  to s u c h  P a r t y  or 
P a r t i e s .

(m) F o r c e  M a j e u r e . A n y  event, w i t h o u t  l i mitation, the 
o c c u r r e n c e  of  w h i c h  (i) is b e y o n d  the c o n t r o l  of HEA, and (ii)
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m a k e s  it i m p r a c t i c a l  or  i m p r u d e n t  in t e r m s  of  safety, e f f i c i e n c y ,  
or r e l i a b i l i t y  to p e r f o r m  as agreed.

(n) F o r c e d  O u t a g e . A n y  event, w i t h o u t  l i m i t a t i o n ,  b e y o n d  
the c o n t r o l  o f  a n d  u n f o r e s e e n  b y  HEA, the o c c u r r e n c e  o f  w h i c h  
i n t e r f e r e s  w i t h  the c a p a b i l i t y  of  the T r a n s m i s s i o n  L i n e  to 
t r a n s m i t  e n e r g y  b y  r e n d e r i n g  p h y s i c a l l y  i m p o s s i b l e  or u n s a f e  the 
t r a n s m i s s i o n  of all or  a p o r t i o n  of  the e l e c t r i c  p o w e r  t h a t  u n d e r  
n o r m a l  c o n d i t i o n s  c o u l d  s a f e l y  b e  so t r a n s m i t t e d .  A n y  F o r c e d  
O u t a g e  shall c o n s t i t u t e  an e v e n t  o f  F o r c e  M a j e u r e  u n d e r  this 
A g r eement, b u t  e v e n t s  o f  F o r c e  M a j e u r e  are n o t  l i m i t e d  to F o r c e d  
Outages.

(o) F r i t z  C r e e k  S u b s t a t i o n . T h e  F r i t z  C r e e k  S u b s t a t i o n  
o w n e d  and o p e r a t e d  b y  HEA, or a n y  s u c c e s s o r  facility.

(p) P a r t y . A n y  e n t i t y  l i s t e d  i n  S e c t i o n  1 o f  this
A gr e e m e n t .

(g) P e r c e n t a g e  S h a r e . T h e  a m o u n t  of P r o j e c t  C a p a c i t y  to
w h i c h  a P u r c h a s e r  s h all be e n t i t l e d  u n d e r  the t e r m s  o f  the P o w e r
S a l e s  A g r e e m e n t ,  as d e t e r m i n e d  at t h e  D a t e  of C o m m e r c i a l  O p e r a t i o n  
o f  the Project.

(r) P r u d e n t  U t i l i t y  P r a c t i c e . P r u d e n t  U t i l i t y  P r a c t i c e  as 
d e f i n e d  in the P o w e r  S a l e s  A g r e e m e n t .

(s) P u r c h a s e r . E v e r y  P a r t y  e x c e p t  HEA.

(t) P u r c h a s e r ' s  S y s t e m . A  P u r c h a s e r ' s  e l e c t r i c  u t i l i t y  
s y s t e m  for the d i s t r i b u t i o n ,  t r a n s m i s s i o n ,  a n d  g e n e r a t i o n  of 
e l e c t r i c a l  p o w e r  a n d  w h i c h  is o w n e d  a n d  o p e r a t e d  b y  the P u r chaser. 
If a P u r c h a s e r ' s  e l e c t r i c  u t i l i t y  s y s t e m  is c o m b i n e d  w i t h  o t h e r  
u t i l i t i e s  of the P u r c h a s e r ,  t h e n  " P u r c h a s e r ' s  S y s t e m "  i n c l u d e s  
o n l y  t h o s e  f a c i l i t i e s ,  a ctivities, a n d  r e v e n u e s  p r o p e r l y  a l l o c a b l e  
to P u r c h a s e r ' s  e l e c t r i c  u t i l i t y  service. " P u r c h a s e r ' s  S y s t e m "  
d o e s  n o t  i n c l u d e  the P r oject, r e g a r d l e s s  of w h e t h e r  the P u r c h a s e r  
o p e r a t e s  the P r o j e c t  u n d e r  a s e p a r a t e  a g r e e m e n t  w i t h  the 
A u t hority.

(u) P o w e r  S a l e s  A g r e e m e n t . T h e  a g r e e m e n t  for the sale and 
p u r c h a s e  of e l e c t r i c  p o w e r  fr o m  the P r o j e c t  e n t e r e d  into b y  and 
a m o n g  the Aut h o r i t y ,  the Parties, and others.

(v) P r o j e c t . See B r a d l e y  La k e  H y d r o e l e c t r i c  Project.

(w) P r o j e c t  M a n a g e m e n t  C o m m i t t e e . T h e  c o m m i t t e e  c o m p o s e d  of 
the A u t h ority, the P a r t i e s  a n d  o t h e r s  and e s t a b l i s h e d  and i n v e s t e d  
w i t h  a u t h o r i t y  p u r s u a n t  to the P o w e r  S a l e s  A g r e e m e n t .

(x) S o l d o t n a  S u b s t a t i o n . T h e  S o l d o t n a  S u b s t a t i o n  o w n e d  and 
o p e r a t e d  b y  HEA, o r  a n y  s u c c e s s o r  facility.
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(y) T e r m i n a t i o n  D a t e . T h e  e a r l i e s t  of  the f o l l o w i n g  dates:

(i) T h e  d a t e  the T r a n s m i s s i o n  Line is no longer u s e d
and u s e f u l  a n d  all c o s t s  a s s o c i a t e d  w i t h  the C o n s t r u c t i o n  
L o a n  h a v e  b e e n  paid;

(ii) T h e  d a t e  on  w h i c h  the P o w e r  S a les A g r e e m e n t  
t e r m i n a t e s  p ° p r o v i d e d  at S e c t i o n  2(c) of  the P o w e r  Sales 
Agr e e m e n t ;

(iii) S u c h  o t h e r  d a t e  as the P a r t i e s  m a y  m u t u a l l y  agree 
upon, s u b j e c t  to s u c h  a p p r o v a l s  as m a y  b e  n e c e s s a r y  at the 
ti m e  of  s u c h  agreement.

(z) T r a n s m i s s i o n  L i n e . T h e  t r a n s m i s s i o n  line, a p p r o x i m a t e l y  
46 . 8  m i l e s  in  length, to b e  c o n s t r u c t e d  b y  H E A  b e t w e e n  the 
D e l i v e r y  P o i n t  at B r a d l e y  J u n c t i o n  and the S o l d o t n a  S u b s t a t i o n  at 
a p r o j e c t e d  c o s t  of a p p r o x i m a t e l y  $ 14.1 million, b e i n g  c o n s t r u c t e d  
of 556 A C S R  c o n d u c t o r  and h a v i n g  a p r o j e c t e d  c a p a c i t y  (when 
e n h a n c e d  b y  v o l t a g e  support) of 135 M W  and a v o l t a g e  of 115kv.
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ATTACHMENT A

C o m p u t a t i o n  o f  a P u r c h a s e r ' s  S h a r e  o f  Capitf.l C o s t s  If 
the P u r c h a s e r  is R e s p o n s i b l e  for D i r e c t  P a y m e n t

T h e  p o r t i o n  o f  the T r a n s m i s s i o n  L i n e ' s  C o n s t r u c t i o n  C o s t  for 
w h i c h  a P u r c h a s e r  shall be  r e s p o n s i b l e  if the P u r c h a s e r  a s s umes 
r e s p o n s i b i l i t y  f o r  m a k i n g  d i r e c t  p a y m e n t  for its s hare of the 
T r a n s m i s s i o n  L i n e ' s  c a p a b i l i t y  s h all b e  d e t e r m i n e d  b y  the f o l l o w­
in g  formula:

P P =  U  L,
135 M W

W h e r e :

p p =  P r i n c i p a l  a m o u n t  (in d o l l a r s )  for w h i c h  the
P u r c h a s e r  is d i r e c t l y  r e s p o n s i b l e

U  * = (i) D u r i n g  the f i r s t  3 y e a r s  f o l l o w i n g  the
D a t e  of C o m m e r c i a l  O p e r a t i o n  of the P r o j e c t  
(as d e t e r m i n e d  w i t h  r e f e r e n c e  to the P o wer 
S a l e s  A g r e e m e n t ) ,  the P u r c h a s e r ' s  P e r c e n t a g e  
S h a r e  (as d e t e r m i n e d  w i t h  r e f e r e n c e  to the 
P o w e r  S a l e s  A g r e e m e n t )  m u l t i p l i e d  b y  110 MW, 
and

(ii) A f t e r  the f i r s t  3 y e a r s  f o l l o w i n g  such 
date, the P u r c h a s e r ' s  ac t u a l  M W  share of the 
Project,

Lj =  P r i n c i p a l  a m o u n t  d u e  u n d e r  the C o n s t r u c t i o n
L o a n

A f t e r  the f i r s t  t h r e e  years, H E A  shall r e p a y  to the 
P u r c h a s e r  a n y  d i f f e r e n c e  b e t w e e n  the actual p a y m e n t s  made 
a n d  the su m s  the P u r c h a s e r  o t h e r w i s e  w o u l d  ha v e  p a i d  if the 
P u r c h a s e r  h a d  b e e n  p a y i n g  p u r s u a n t  to the t e rms of P a r a q r a p h
(ii) above, r a t h e r  t h a n  P a r a g r a p h  (i) above, and the 
P u r c h a s e r  s h a l l  r e p a y  to H E A  the d i f f e r e n c e  b e t w e e n  any sums 
the P u r c h a s e r  o t h e r w i s e  w o u l d  h a v e  m a d e  if the P u r c h a s e r  had 
b e e n  p a y i n g  p u r s u a n t  to the t e r m s  of said P a r a g r a p h  ( i i ) 
r a t h e r  t h a n  P a r a g r a p h  (i), and the ac t u a l  p a y m e n t s  made.



A T T A C H M E N T  B

C o m p u t a t i o n  of a P u r c h a s e r ' s  S h a r e  of L o a n  C o s t s  
in P a y m e n t  for T r a n s m i s s i o n  C a p a b i l i t y  W h ere 

P u r c h a s e r  Pa y s  d e b t  S e r v i c e  o n  H E A ' s  L e a n

U  x Lj 
135 M W  12

M o n t h l y  p a y m e n t  w h i c h  the P u r c h a s e r  
shall m a’ce to HEA,

Same as in A t t a c h m e n t  A,

For the f i r s t  two y e ars of the t e r m  of 
the C o n s t r u c t i o n  Loan, an a m o u n t  equal 
to the sum o f  the p a y m e n t s  w h i c h  H E A  
shall be o b l i g a t e d  to p a y  in the t h i r d  
y e a r  of the L o a n  term, p l u s  a T I E R  
c o m p o n e n t  b a s e d  u p o n  the m i n i m u m  T I E R  
r e q u i r e d  b y  the m o r t g a g e  s e c u r i n g  the 
C o n s t r u c t i o n  Loan, and for e a c h  y e a r
therea f t e r ,  an a m o u n t  e q ual to the sum 
o f  the p a y m e n t s  w h i c h  H E A  shall be
o b l i g a t e d  to p a y  in t h a t  year, p l u s  a 
T I E R  c o m p o n e n t  b a s e d  u p o n  the sa i d  
miniir’.m T I E R  requirement.

T h e  m o n t h l y  p a y m e n t s  m a d e  p u r s u a n t  to unis A t t a c h m e n t  B shall
t e r m i n a t e  on the d a t e  w h i c h  is two y e a r s  p r i o r  to the d a t e  on 
w h i c h  the last s c h e d u l e d  p a y m e n t  shall be due p u r s u a n t  to the 
t e r m s  of thj C o n s t r u c t i o n  Loan.

* A f t e r  the f i r s t  t h ree ytars, H E A  shall r e p a y  to the
P u r c h a s e r  any d i f f e r e n c e  b e t w e e n  the actual p a y m e n t s  m a d e  
an d  the sums the P u r c h a s e r  o t h e r w i s e  w o u l d  h a v e  p a i d  if the 
P u r c h a s e r  h a d  b e e n  p a y i n g  p u r s u a n t  to the terms of P a r a g r a p h
(ii) above, r a t h e r  than P a r a g r a p h  (i) above, and the 
P u r c h a s e r  shall r e p a y  to H E A  the d i f f e r e n c e  b e t w e e n  any sums 
the P u r c h a s e r  o t h e r w i s e  w o u l d  h a v e  m a d e  if the P u r c h a s e r  h a d  
b e e n  p a y i n g  p u r s u a n t  to the t e rms of said P a r a g r a p h  (ii) 
r a t h e r  t h a n  P a r a g r a p h  (i), and the actual p a y m e n t s  made.

Pi

Where:

Pi

U  *

and

Li



A T T A C H M E N T  C 

T h e  P u r c h a s e r ' s  M o n t h l y  O & M  P a y m e n t  To H E A

Po„ =  U x 0,
135 M W  + K 2

Where:

P 0 „ = D o l l a r s  w h i c h  the P u r c h a s e r  m u s t  r e i m­
bu r s e  H E A  for O & M  e x p e n s e  in e a c h  
month,

U  * = Same as in A t t a c h m e n t  A,

K2 = A n y  i n c r e a s e  in the c a p a c i t y  of the
T r a n s m i s s i o n  Line r e s u l t i n g  f r o m  u p­
gr a d e s  to the o r i g i n a l  T r a n s m i s s i o n  
L i n e ,

and

=  D o l l a r  a m o u n t  of H E A ' s  O & M  e x p e n s e  for 
the T r a n s m i s s i o n  Li n e  in  the p r e c e d i n g  
m o n t h  ( i n c l u d i n g  the T r a n s m i s s i o n  L i n e ' s  
e q u i t a b l e  s h a r e  o f  a n y  H E A  A & G  e x p e n s e  
p r o p e r l y  a l l o c a t e d  to H E A  t r a n s m i s s i o n  
in t h a t  month, a n d  i n c l u d i n g  all e x p e n­
ses of  p r o v i d i n g  v o l t a g e  s u p p o r t  to the 
T r a n s m i s s i o n  Li n e  at o r  b e t w e e n  B r a d l e y  
J u n c t i o n  and the S o l d o t n a  S u b s t a t i o n  
d u r i n g  th a t  month).

A f t e r  the f i r s t  t h ree years, H E A  s h all r e p a y  to the 
P u r c h a s e r  a n y  d i f f e r e n c e  b e t w e e n  the a c t u a i  p a y m e n t s  m a d e  
and the sums the P u r c h a s e r  o t h e r w i s e  w o u l d  h a v e  p a i d  if the 
P u r c h a s e r  h a d  b e e n  p a y i n g  p u r s u a n t  to the t e r m s  of P a r a g r a p h
(ii) above, r a t h e r  t h a n  P a r a g r a p h  (i) above, and the 
P u r c h a s e r  shall r e p a y  to H E A  the d i f f e r e n c e  b e t w e e n  a n y  sums 
the P u r c h a s e r  o t h e r w i s e  w o u l d  h a v e  m a d e  if the P u r c h a s e r  had 
b e e n  p a y i n g  p u r s u a n t  to the t e rms of said P a r a g r a p h  (ii) 
r a t h e r  th a n  P a r a g r a p h  (i), and the a c t u a l  p a y m e n t s  made.



ATTACHMENT D

S c h e d u l e  for C o n s t r u c t i o n  of 
the T r a n s m i s s i o n  Line

1. O n  o r  b e f o r e  the f i r s t  d a y  of the 5 t h  m o n t h  f o l l o w i n g  
the J u n e  1st d a t e  w h i c h  n e x t  f o l l o w s  the d a t e  the A u t h o r i t y  g i v e s  
n o t i c e  of  h a v i n g  a w a r d e d  the c o n t r a c t  for the c o n s t r u c t i o n  o f  the 
P r o j e c t  to the s u c c e s s f u l  bidder, H E A  shall h a v e  p l a c e d  o r d e r s  
f o r  the p u r c h a s e  of  s u b s t a n t i a l l y  all of the m a j o r  c o n s t r u c t i o n  
m a t e r i a l s  to b e  u s e d  in the c o n s t r u c t i o n  of the T r a n s m i s s i o n  
L i n e .

2. O n  or  b e f o r e  the f i r s t  d a y  of the 11 t h  m o n t h  f o l l o w i n g
the J u n e  1st d a t e  w h i c h  n e x t  f o l l o w s  the d a t e  the A u t h o r i t y  g i v e s
n o t i c e  of  h a v i n g  a w a r d e d  the c o n t r a c t  for the c o n s t r u c t i o n  o f  the 
P r o j e c t  to the s u c c e s s f u l  bidder, H E A  shall h a v e  a w a r d e d  to a 
r e s p o n s i b l e  c o n t r a c t o r  a c o n t r a c t  for the c o n s t r u c t i o n  of the 
T r a n s m i s s i o n  L i n e  a n d  shall h a v e  g i v e n  the c o n t r a c t o r  a n o t i c e  to 
p r o c e e d  u n d e r  the contract.

3. O n  or  b e f o r e  the f i r s t  d a y  of the 3 3 r d  m o n t h  f o l l o w i n g
the J u n e  1st d a t e  w h i c h  n e x t  f o l l o w s  the d a t e  the A u t h o r i t y  g i v e s
n o t i c e  of  h a v i n g  a w a r d e d  the c o n t r a c t  fo the c o n s t r u c t i o n  of the 
P r o j e c t  to the s u c c e s s f u l  bidder, H E A  shall h a v e  c o m p l e t e d  and 
p l a c e d  i n t o  s e r v i c e  the T r a n s m i s s i o n  Line.
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From.* Carolyn Guess, Acting Chariman, APUC 

Re: "Clean SB22"

Date: December 23, 1987

This memo is to raise several questions regarding the draft of a 

"clean SB22" which the Commission was reaently asked to review. 

The Commission is not including in these comments any of the 

broader concerns which the Commission addressed in comments on 

the legislation when it was considered last session. •

There are three primary issues which concern the Commission, as 

discussed below. In each case, the Commission believes that the 

'present draft of the legislation goes much beyond what is 

actually necessary in order for the Bradley Lake project to 

proceed based on contracts which do not require further 

regulatory review,

1. Is the intent of the legislation to exempt from Commission 

review not omy the "services agreements" which have already been 

entered into between the utilities, but also to exempt all future 

agreements between utilities that are "related" to wheeling, 

storage, regeneration, or repurchase of Bradley Lake power? The 

Commission is concerned that if the intent is the latter then a 

very large "hole" in the Commission's ratemaking authority may be 

created. It is conceivable that at some time in the future the 

Utilities may enter into >x contract calling for Chugach to- build 

a new generator which would be used to "regenerate" Bradley Lake 

power for^ delivery to Fairbanks and that the contract would 

include ratemaking provisions. As presently drafted, such an 

agreement would be "related" to regeneration of Bradley Lake 

power and could be beyond the Commission's jurisdiction, not only 

as to prior approval but also as to ratemaking_ effects,

2. Is the intent of the legislation to remove all of the 

Commission's ratemaking authority over the "services agreements,"
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A l t h o u g h  tha C o m m i s s i o n  recognizes that e x e m p t i o n  of the c u r r e n t 

services agreem e n t s  from tha requir e m e n t  of p r i o r  ap proval is

quickly, it is not clear that exemption from tha r a t e m a k i n g  

autho r i t y  is also necessary. As d i s c u s s e d  above, such exempti on 

creates a "hole" in the Commission's r a t e m a k i n g  authority*

rutthor, oven i£ it its nestjswuary to rt3»LrluU the auLUvilLy u£ the

should not be n e c e s s a r y  to restrict the C o m m i s s i o n ' s  a u t h or ity to 

determine w h i c h  customers, including e t h e r  utilities, should pay 

those costs*

*3, Is the i ntent of the legislation to c o v e r  p r o j e c t s  other than 

the B r a d l e y  L a k e  project? As drafted, S u b s e c t i o n  ( c ) (2) would 

also apply to coven a n t s  b e tween the A P A  and " f o u r - d a m  pool" 

u t i l ities w h i c h  m a y  be entered into in the future. Again, such a 

p r o v i s i o n  s h ould n ot be necessary in o r d e r  for t h e  B r a d l e y  Lake 

p r o j e c t  to proceed.

O ur r e write  of the draft, modified  to a d d r e s s  t h e  foregoing 

concerns, follows:

(c) N o t w i t h s t a n d i n g  (b) of this section

(1) a w h o l e s a l e  agr eement for t h e  sale of p o w e r  from a 

p r o j e c t  l i c e n s e d  b y  the Federal E n e r g y  R e g u l a t o r y  C o m m i s s i o n  on 

or b e f o r e  J a n u a r y  1, 1987, entered into b e t w e e n  the A l a s k a  Power 

A u t h o r i t y  a n d  one or more  public u t i l i t i e s  a f t e r  O c t o b e r  31, 1987 

and p r i o r  to J a n u a r y  1, 1988, is not s u b ject to r e v i e w  or 

approval b y  t h e  Commission, and

(2) a c o n t r a c t  entered into p r i o r  to J a n u a r y  1, 1988, for 

wheeling, s t o r a v e » regeneration, and/o r w h o l e s a l e  r e p u r c h a s e  of 

p o w e r  p u r c h a s e d  u n d e r  an agreement s p e c i f i e d  in s u b p a r a g r a p h  (1) 

above is not s u bject to approval by the Commission; provided, 

however, t h a t  the C o m m i s s i o n  shall h a v e  t h e  a u t h o r i t y  to

sh rati for any services p r o v i d e d  p u r s u a n t  to such

n e c e s s a r y  in o r d e r  for the Bradley Lake p r o j e c t  to p r o c e e d

C ommis s i o n  to d i s a l l o w  costs (not Analu de t h e m  in rates), it



contain a covenant by a public utility to establish, charge, and 

collect rates sufficient to meet its obligations under the

contract, and the covenant is valid and enforceable.

%*

Whatever legislation ultimately becomes law, the Commission 

believes that it is very important for the intent of the 

legislation to be very clear. If possible, a statement of that 

legislative intent would be desirable.

If there are any questions regarding our concerns or proposed 

changes, either Jimmy JackBon or Susan Knowles will be available 

this week at 263-2172. Susan can be reached at home next week at 

'279-6336 and I will be back in the office on January 4, 1988,

i
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P O W E R  S A L E S  A G R E E M E N T

T H I S  A G R E E M E N T  d a t e d  as of  , 1987. is
e n t e r e d  in t o  by  a n d  a m o n g  the A L A S K A  P O W E R  A U T H O R I T Y  (the "Au­
thority") a n d  the C H U G A C H  E L E C T R I C  A S S O C I A T I O N , INC., the G O L D E N  
V A L L E Y  E L E C T R I C  A S S O C I A T I O N ,  INC., the M U N I C I P A L I T Y  O F  A N C H O R A G E  
d / b / a  M U N I C I P A L  L I G H T  A N D  POWER, the C I T Y  OF S E W A R D  d / b / a  S E W A R D  
E L E C T R I C  SYSTEM, and the A L A S K A  E L E C T R I C  G E N E R A T I O N  & T R A N S M I S­
SI O N  C O O P E R A T I V E ,  INC. ( i n d i v i d u a l l y  a " P u r c h a s e r , "  and c o l­
le c t i v e l y  the " P u r c h a s e r s " ) , a n d  the H O M E R  E L E C T R I C  A S S O C I A T I O N ,  
INC., a n d  the M A T A N U S K A  E L E C T R I C  A S S O C I A T I O N ,  INC. (as a d d i­
ti o n a l  P a r t i e s  w i t h  some, b u t  n o t  all, of the r i g h t s  a n d  r e s p o n­
si b i l i t i e s  o f  P u r c h a s e r s ) .

W I T N E S S E T H :

T h e  A u t h o r i t y  r e c i t e s ,  agrees, r e p r e s e n t s  and c o v e­
nan t s  as follows:

(1) T h e  A u t h o r i t y  is a p u b l i c  c o r p o r a t i o n  o f  the 
S t a t e  of A l a s k a  d u l y  c r e a t e d ,  organir.ed a n d  e x i s t i n g  p u r s u a n t  to 
AS  44.83;

(2) T h e  A u t h o r i t y  is a u t h o r i z e d ,  a n d  has t a k e n  all 
s t e p s  n e c e s s a r y  p u r s u a n t  to the C o n s t i t u t i o n  a n d  laws of the 
S t a t e  of A l a s k a  a n d  the r e g u l a t i o n s  and b y - l a w s  o f  the A u t h o r i­
ty, to e n t e r  i n t o  th i s  A g r e e m e n t  a n d  to c o m p l y  f u l l y  w i t h  the 
t e r m s  hereof;

(3) T h e  A u t h o r i t y  d e s i r e s  to f u l f i l l  its l e g i s l a­
ti v e l y  e s t a b l i s h e d  d u t y  of p r o v i d i n g  r e s i d e n t s  o f  the S t a t e  of 
A l a s k a  w i t h  l o n g - t e r m ,  stable, a n d  e c o n o m i c  s o u r c e s  of p o w e r  and 
an a d e q u a t e ,  e c o n o m i c ,  a n d  r e l i a b l e  l o n g - t e r m  s u p p l y  of power; 
and

(41 T h e  A u t h o r i t y ' s  e x e c u t i o n  a n d  p e r f o r m a n c e  of this 
A g r e e m e n t  w i l l  n o t  c o n f l i c t  with, v i o l a t e ,  o r  c o n s t i t u t e  an 
e v e n t  of d e f a u l t  u n d e r  any o t h e r  r e s o l u t i o n ,  c o n t r a c t ,  a g r e e­
ment, bond, note, m o r t g a g e ,  or o t h e r  o b l i g a t i o n  of the A u t h­
ority, or w i t h  r e s p e c t  to a n y  order, ruling, or d e c r e e  of any 
c o u r t  or r e g u l a t o r y  a g e n c y  to w h i c h  the A u t h o r i t y  is s u b j e c t  at 
t h e  time t h e  A u t h o r i t y  e x e c u t e s  this A g r e e m e n t .

E a c h  C o o p e r a t i v e  P u r c h a s e r  (as h e r e i n a f t e r  defined) 
an d  the H o m e r  E l e c t r i c  A s s o c i a t i o n ,  Inc. ("HEA") and the M a t a -  
n u s k a  E l e c t r i c  A s s o c a t i o n ,  Inc. ("MEA") rec i t e s ,  agrees, r e p r e­
sents  and c o v e n a n t s  as follows:

(1) T h e  P u r c h a s e r  is a d u l y  o r g a n i z e d  a n d  c o n s t i t u t e d  
e l e c t r i c  c o o p e r a t i v e  u n d e r  the laws of the S t a t e  o f  A l a s k a  and 
is c u r r e n t l y  a b o r r o w e r  f r o m  the R u r a l  E l e c t r i f i c a t i o n  A d m i n i­
strat i o n ,  U n i t e d  S t a t e s  D e p a r t m e n t  of A g r i c u l t u r e ,  u n d e r  t h e  

R u r a l  E l e c t r i f i c a t i o n  A c t  of 1936 (7 U.S.C. < 901 et s e q .);

BRADLEY LAKE P R O J E C T  POWER SAL ES  AGREEMENT P a g e
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(2) T h e  P u r c h a s e r  is a u t h o r i z e d ,  a n d  has t a k e n  all 
s t e p s  n e c e s s a r y  p u r s u a n t  t o  its a r t i c l e s  o f  i n c o r p o r a t i o n  and 
b y - l a w s  a n d  a p p l i c a b l e  laws a n d  r e g u l a t i o n s ,  to e n t e r  i n t o  t h i s  
A g r e e m e n t  a n d  to  c o m p l y  f u l l y  w i t h  t h e  t e r m s  hereof;

(3) ' T h e  P u r c h a s e r  p e r f o r m s  the f u n c t i o n s  of a u t i l i­
ty a n d  is a w h o l e s a l e  p o w e r  c u s t o m e r  e l i g i b l e  to p u r c h a s e  p o w e r  
p r o d u c e d  f r o m  a p r o j e c t  p u r s u a n t  t o  AS 44.83; a n d

(4) T h e  P u r c h a s e r ' s  e x e c u t i o n  and p e r f o r m a n c e  of 
t h i s  A g r e e m e n t  w i l l  n o t  c o n f l i c t  with, vi late, o r  c o n s t i t u t e  
a n  e v e n t  of d e f a u l t  u n d e r  a n y  o t h e r  r e sol cion, c o n t r a c t ,  a g­
reeme n t ,  bond, note, m o r t g a g e ,  o r  o t h e r  o b l i g a t i o n  of t h e  P u r­
chase r ,  or  w i t h  r e s p e c t  t o  a n y  order, ruling, o r  d e c r e e  of any 
c o u r t  o r  r e g u l a t o r y  a g e n c y  t o  w h i c h  t h e  P u r c h a s e r  is s u b j e c t  at 
t h e  t i m e  t h e  P u r c h a s e r  e x e c u t e s  t h i s  A g r e e m e n t .

E a c h  M u n i c i p a l  P u r c h a s e r  (as h e r e i n a f t e r  de f i n e d )  r e­
cites, agrees, r e p r e s e n t s  a n d  c o v e n a n t s  as follows:

(1) T h e  P u r c h a s e r  is a d u l y  o r g a n i z e d  a n d  c o n s t i t u t­
ed  m u n i c i p a l  c o r p o r a t i o n  u n d e r  t h e  C o n s t i t u t i o n  a n d  l a w s  of the 
S t a t e  of A l a s k a ;

(2) T h e  P u r c h a s e r  is a u t h o r i z e d ,  a n d  h a s  t a k e n  all 
s t e p s  n e c e s s a r y  p u r s u a n t  to  t h e  C o n s t i t u t i o n  a n d  l a w s  of the 
S t a t e  o f  A l a s k a  a n d  o t h e r  a p p l i c a b l e  laws a n d  r e g u l a t i o n s ,  and 
p u r s u a n t  t o  its c h a r t e r  a n d  o r d i n a n c e s ,  to e n t e r  into t h i s  A g­
r e e m e n t  a n d  to c o m p l y  f u l l y  w i t h  t h e  t e r m s  h e r e o f ;

(3) T h e  P u r c h a s e r  p e r f o r m s  t h e  f u n c t i o n s  of a u t i l i­
t y  a n d  is a w h o l e s a l e  p o w e r  c u s t o m e r  e l i g i b l e  to p u r c h a s e  p o w e r  
p r o d u c e d  f r o m  a p r o j e c t  p u r s u a n t  t o  A S  44.83; a n d

(4) T h e  P u r c h a s e r ' s  e x e c u t i o n  a n d  p e r f o r m a n c e  of 
t h i s  A g r e e m e n t  w i l l  n o t  c o n f l i c t  with, v i o l a t e ,  o r  c o n s t i t u t e  
an  e v e n t  o f  d e f a u l t  u n d e r  a n y  o t h e r  cha r t e r ,  o r d i n a n c e ,  r e s o l u­
tion, c o n t r a c t ,  a g r e e m e n t ,  bond, note, m o r t g a g e ,  or o t h e r  o b l i­
g a t i o n  of t h e  P u r c h a s e r ,  or w i t h  r e s p e c t  t o  a n y  order, ruling, 
o r  d e c r e e  of a n y  c o u r t  o r  r e g u l a t o r y  a g e n c y  to w h i c h  t h e  P u r­
c h a s e r  is s u b j e c t  at t h e  t i m e  t h e  P u r c h a s e r  e x e c u t e s  t h i s  A g­
ree m e n t .

NOW, T H E R E F O R E ,  t h e  p a r t i e s  a g r e e  as follows:

S e c t i o n  1. D e f i n i t i o n s . F o r  t h e  p u r p o s e s  of this 
A g r e e m e n t ,  the f o l l o w i n g  d e f i n i t i o n s  apply:

(a) "Act" or  r e f e r e n c e s  t o  AS 44.83 m e a n  T i t l e  
44, C h a p t e r  83 of t h e  A l a s k a  S t a t u t e s  (AS 44.83) as the 
s a m e  m a y  b e  a m e n d e d  o r  s u p p l e m e n t e d  f r o m  t i m e  to time.
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(b) " A g r e e m e n t "  m e a n s  t h i s  P o w e r  S a l e s  A g r e e­
ment.

(c) " A n n u a l  P a y m e n t  O b l i g a t i o n "  m e a n s  t h e  t otal 
a m o u n t  p a y a b l e  by  a P u r c h a s e r  in o r  for a Fi »cal Y e a r  p u r­
s u a n t  to t h i s  A g r e e m e n t .

(d) " A n n u a l  P r o j e c t  B u d g e t "  m e a n s  the b u d g e t
f o r  t h e  P r o j e c t  as a d o p t e d  o r  in e f f e c t  for a p a r t i c u l a r  
F i s c a l  Year, a n d  a m e n d e d  o r  s u p p l e m e n t e d  f r o m  t i m e  to 
time, p u r s u a n t  co S e c t i o n  13.

(e) " A n n u a l  P r o j e c t  C o s t s "  s h a l l  h a v e  t h e  m e a n­
ing g i v e n  it in S e c t i o n  8 o f  t h i s  A g r e e m e n t .

(f) " A u t h o r i t y "  m e a n s  t h e  A l a s k a  P o w e r  A u t h o r i­
ty  as e s t a b l i s h e d  b y  t h e  Act, a n d  a n y  s u c c e s s o r  a g e n c y  
t h e r e t o .

(g) " B o n d  R e s o l u t i o n "  m e a n s  (i) t h e  d o c u m e n t  
a t t a c h e d  as E x h i b i t  " A " , o r  a r e s o l u t i o n  a d o p t e d  b y  the 
A u t h o r i t y  s u b s t a n t i a l l y  in t h e  f o r m  of E x h i b i t  "A", as 
s u p p l e m e n t e d  a n d  a m e n d e d  f r o m  t i m e  to  t i m e  in a m a n n e r  
c o n s i s t e n t  w i t h  S e c t i o n  11 of  t h i s  A g r e e m e n t  a n d  w i t h  the 
p r o v i s i o n s  of t h e  Act, o r  (ii) a f u r t h e r  b o n d  r e s o l u t i o n ,  
c o n s i s t e n t  w i t h  S e c t i o n  11, a d o p t e d  in c o n n e c t i o n  w i t h  the 
i s s u a n c e  of b o n d s  t o  r e f u n d  t h e  Bonds.

(h) " B o n d s "  m e a n s  bonds, n o t e s  or  o t h e r  e v i­
d e n c e s  of i n d e b t e d n e s s  ( i n c l u d i n g  r e f u n d i n g  bonds) i s s u e d  
p u r s u a n t  to t h e  B o n d  R e s o l u t i o n ,  t h e  p r o c e e d s  of w h i c h  are 
u s e d  to  p a y  or  r e i m b u r s e  C o s t s  o f  A c q u i s i t i o n  and C o n­
s t r u c t i o n  a n d  R e q u i r e d  o r  O p t i o n a l  P r o j e c t  Work.

(i) " C o m m i t t e e "  m e a n s  t h e  P r o j e c t  M a n a g e m e n t  
C o m m i t t e e  e s t a b l i s h e d  p u r s u a n t  to S e c t i o n  13.

(j) " C o n s u l t a n t "  m e a n s  an i n d e p e n d e n t  i n d i v i­
du a l  or  f i r m  (i) of n a t i o n w i d e  a n d  f a v o r a b l e  r e p u t a t i o n ,  
h a v i n g  d e m o n s t r a t e d  e x p e r t i s e  in t h e  f i e l d  o r  t h e  m a t t e r  
or  t h e  i t e m  r e f e r r e d  to it u n d e r  v a r i o u s  s p e c i f i c  p r o­
v i s i o n s  of t h i s  A g r e e m e n t ,  a n d  (ii) a p p r o v e d  by  t h e  A u t h­
o r i t y  a n d  t h e  C o m m i t t e e  in a c c o r d a n c e  w i t h  r u l e s  of p r o­
c e d u r e  t o  b e  a d o p t e d  b y  t h e  C o m m i t t e e  t o  g o v e r n  s u c h  a p­
prova l ,  w h i c h  a p p r o v a l  s h a l l  n o t  b e  u n r e a s o n a b l y  w i t h h e l d .

(k) " C o o p e r a t i v e  P u r c h a s e r s "  m e a n s  C h u g a c h  
E l e c t r i c  A s s o c i a t i o n ,  Inc., G o l d e n  V a l l e y  E l e c t r i c  A s s o c i­
ation, Inc., a n d  A l a s k a  E l e c t r i c  G e n e r a t i o n  & T r a n s m i s s i o n  
C o o p e r a t i v e ,  Inc. T h e  t e r m  " C o o p e r a t i v e  P u r c h a s e r s "  i n­
c l u d e s  H o m e r  E l e c t r i c  A s s o c i a t i o n ,  Inc., a n d  M a t a n u s k a  
E l e c t r i c  A s s o c i a t i o n ,  I n c . , o n l y  to  t h e  e x t e n t  s p e c i f i e d  
in S e c t i o n  30 of t h i s  A g r e e m e n t .
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(1) " C o s t  of A c q u i s i t i o n  and C o n t r u c t i o n "  m e a n s  
the C o s t  of A c q u i s i t i o n  and C o n s t r u c t i o n  (as d e f i n e d  in 
S e c t i o n  101 o f  the B o n d  R e s o l u t i o n )  of the P r oject; p r o­
vided, t h a t  for p u r p o s e s  o f  th i s  A g r e e m e n t  the C o s t  of 
A c q u i s i t i o n  a n d  C o n s t r u c t i o n  of the P r o j e c t  s h a l l  not i n­
cl u d e  the C o s t  of A c q u i s i t i o n  a n d  C o n s t r u c t i o n  of C a p i t a l  
I m p r o v e m e n t s  (as d e f i n e d  in S e c t i o n  101 of the B o n d  R e s­
olution) .

(m) "Bate of  C o m m e r c i a l  O p e r a t i o n "  m e a n s  the 
d a t e  on w h i c h  e n g i n e e r s  r e t a i n e d  for this p u r p o s e  by the 
A u t h o r i t y  ha v e  r e a s o n a b l y  d e c l a r e d  that the P r o j e c t  is 
f u l l y  a v a i l a b l e  to be o p e r a t e d  at not less than n i n e t y  
m e g a w a t t s  (90 MW) , a n d  its o u t p u t  c a n  be  s c h e d u l e d  o n  a 
c o m m e r c i a l  basis.

(n) " D e b t  S e r v i c e "  m e a n s  a m o u n t s  t h a t  the A u t h­
o r i t y  is r e q u i r e d  to set a s i d e  for the p a y m e n t  o f  p r i n c i p a l  
of, p r e m i u m ,  if any, s i n k i n g  fund p a y m e n t s ,  and i n t e r e s t  on 
the Bonds, as the s a m e  are s c h e d u l e d  to b e c o m e  due u n d e r  
the B o n d  R e s o l u t i o n ,  and n o t  b y  r e a s o n  of a n y  a c c e l e r a t i o n .

(o) " D e l i v e r y  Point" m e a n s  the B r a d l e y  J u n c t i o n  
fa c i l i t i e s ,  as i d e n t i f i e d  and f u r t h e r  d e s c r i b e d  in E x h i b i t  
B.

(p) " E l e c t r i c  power" o r  "power" m e a n s  e l e c t r i c  
e n e r g y  or e l e c t r i c  c a p a c i t y  o r  both. h e r e  the c o n t e x t  of 
th i s  A g r e e m e n t  r e q u i r e s  a d i s t i n c t i o n ,  e l e c t r i c  e n e r g y  is 
s p e c i f i e d  a n d / o r  e x p r e s s e d  in k i l o w a t t h o u r s  or m e g a w a t t -  
h o u r s  a n d  e l e c t r i c  c a p a c i t y  is s p e c i f i e d  a n d / o r  e x p r e s s e d  
in k i l o w a t t s  or m e g a w a t t s .

(q) " E x c e s s  P a y m e n t  A m o u n t "  m e a n s  the amounts, 
if any, c o m p u t e d  as p r o v i d e d  in S e c t i o n  29 and i n c l u d e d  in 
A n n u a l  P r o j e c t  Costs.

(r) " F i s c a l  Y e ar" m e a n s  that t w e l v e - m o n t h  p e r i o d  
s t a r t i n g  J u l y  1 of a c a l e n d a r  y e a r  t h r o u g h  and i n c l u d i n g  
J u n e  30 of the s u c c e e d i n g  c a l e n d a r  year. T h e  i n i t i a l  
F i s c a l  Y e a r  for p u r p o s e s  of this A g r e e m e n t  is th a t  p o r t i o n  
o f  the t w e l v e - m o n t h  p e r i o d  s t a r t i n g  on the D a t e  of C o m m e r­
cia l  O p e r a t i o n  t h r o u g h  a n d  i n c l u d i n g  the f o l l o w i n g  J u n e  30. 
If the p o r t i o n  o f  t h e  p e r i o d  is s h o r t e r  th a n  90 da y s  the 
p a r t i e s  s hall d e t e r m i n e  the i n i t i a l  F i s c a l  Year, w h i c h  mu s t  
e n d  o n  a J u n e  30 and m a y  not be l o n g e r  t h a n  456 days. The 
last F i s c a l  Y e a r  for p u r p o s e s  of this A g r e e m e n t  shall be 
t h a t  p o r t i o n  of the t w e l v e - m o n t h  p e r i o d  b e t w e e n  the end of 
the la s t  full (i.e., t w e l v e  month) F i s c a l  Y e a r  and the 
e x p i r a t i o n  of this A g r e e m e n t .

(s) " M u n i c i p a l  P u r c h a s e r "  m e a n s  the M u n i c i p a l i t y  
o f  A n c h o r a g e  d / b / a /  M u n i c i p a l  L i g h t  and Power, and the
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C i t y  of S e w a r d  d / b / a  S e w a r d  E l e c t r i c a l  System.

(t) " O p t i o n a l  P r o j e c t  W o r k "  m e a n s  P r o j e c t  r e­
pairs, r e n e w a l s  and r e p l a c e m e n t s ,  i m p r o v e m e n t s ,  b e t t e r­
men t s ,  a d d i t i o n s ,  o r  e x p a n s i o n s  th a t  d o  n o t  c o n s t i t u t e  
R e q u i r e d  P r o j e c t  Work.

(u) " P e r c e n t a g e  Share" m e a n s  the fraction, e x­
pr e s s e d  as a p e r c e n t  a n d  s e t  f o rth for e a c h  P u r c h a s e r  in 
E x h i b i t  D as t h a t  E x h i b i t  m a y  be a m e n d e d  fr o m  t i m e  to time, 
u s e d  to c o m p u t e  the a m o u n t  o f  e a c h  P u r c h a s e r ' s  e n t i t l e m e n t  
to P r o j e c t  C a p a c i t y  a n d  o b l i g a t i o n  to pay A n n u a l  P r o j e c t  
C o s t s .

(v). " P r o j e c t "  m e a n s  the “̂ a d l e y  L a k e  H y d r o e l e c­
tric P r o j e c t  as d e s c r i b e d  in E x h i h  C.

(w) " P r o j e c t  C a p a c i t y "  ..^ans the a m o u n t  of e l e c­
tric c a p a c i t y  c a p a b l e  of b e i n g  p r o d u c e d  by  the P r o j e c t  
( i n c l u d i n g  c a p a c i t y  a t t r i b u t a b l e  to R e q u i r e d  or O p t i o n a l  
P r o j e c t  Work) a t  a n y  a n d  all t i m e s  f r o m  the D a t e  o f  C o m­
m e r c i a l  O p e r a t i o n  u n t i l  the t e r m i n a t i o n  of  th i s  A g r e e m e n t  
(or a n y  r e n e w a l  thereof) u n d e r  the o p e r a t i n g  c o n d i t i o n s  
t h a t  e x i s t  d u r i n g  s u c h  times, i n c l u d i n g  p e r i o d s  w h e n  the 
P r o j e c t  m a y  be n o t  o p e r a t i n g  or i n o p e r a b l e  or the o p e r a t i o n  
t h e r e o f  is s u s p e n d e d ,  i n t e r r u p t e d ,  i n t e r f e r e d  with, r e­
duced, o r  c u r t a i l e d ,  in e a c h  ca s e  in w h o l e  or in p a r t  for 
an y  r e a s o n  w h a t s o e v e r ,  a f t e r  c o r r e c t i o n s  for s t a t i o n  and 
P r o j e c t  use, a n d  d e p l e t i o n s  r e q u i r e d  u n d e r  a n y  f e d e r a l  
l i c e n s e  for t h e  Pro j e c t .

(x) " P r u d e n t  U t i l i t y  P r a c t i c e "  s h a l l  m e a n  at a 
p a r t i c u l a r  t i m e  a n y  of the p r a c t i c e s ,  m e t h o d s  and acts 
e n g a g e d  in or  a p p r o v e d  by a s i g n i f i c a n t  p o r t i o n  o f  the 
e l e c t r i c  u t i l i t y  i n d u s t r y  at s u c h  time, o r  which, in the 
e x e r c i s e  o f  r e a s o n a b l e  j u d g m e n t  in l i ght of facts k n o w n  at 
s u c h  time, c o u l d  h a v e  b e e n  e x p e c t e d  to a c c o m p l i s h  the d e­
si r e d  r e s u l t s  at the l o w e s t  r e a s o n a b l e  c o s t  c o n s i s t e n t  w i t h  
g o o d  b u s i n e s s  p r a c t i c e s ,  r e l i a b i l i t y ,  s a f e t y  and r e a s o n a b l e  
e x p e d i t i o n .  P r u d e n t  U t i l i t y  P r a c t i c e  is n o t  r e q u i r e d  to be 
the o p t i m u m  p r a c t i c e ,  m e t h o d  o r  act to the e x c l u s i o n  o f  all 
o t h ers, b u t  r a t h e r  to be a s p e c t r u m  of p o s s i b l e  pra c t i c e s ,  
m e t h o d s  or acts w h i c h  c o u l d  ha v e  b e e n  e x p e c t e d  to a c c o m­
pl i s h  the d e s i r e d  r e s u l t  at the l o w e s t  r e a s o n a b l e  c o s t  c o n­
si s t e n t  w i t h  r e l i a b i l i t y ,  s a f e t y  and e x p e d i t i o n .  P r u d e n t  
U t i l i t y  P r a c t i c e  i n c l u d e s  d u e  r e g a r d  for m a n u f a c t u r e r s '  
w a r r a n t i e s  and the r e q u i r e m e n t s  of g o v e r n m e n t a l  a g e n c i e s  of 
c o m p e t e n t  j u r i s d i c t i o n  and s h a l l  a p p l y  not o n l y  to f u n c­
tio n a l  p a r t s  o f  a P r o j e c t ,  b u t  a l s o  to a p p r o p r i a t e  s t r u c­
tures, l a n d s c a p i n g ,  p a i n t i n g ,  signs, l i g h t i n g  and o t her 
facili t i e s .  In e v a l u a t i n g  w h e t h e r  a n y  m a t t e r  c o n f o r m s  to 
P r u d e n t  U t i l i t y  P r a c t i c e ,  the p a r t i e s  s h all take into 
a c c o u n t  (i) the n a t u r e  of the p a r t i e s  h e r e t o  u n d e r  the
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laws of the S t a t e  of A l a s k a  a n d  t h e i r  s t a t u t o r y  d u t i e s  and 
r e s p o n s i b i l i t i e s ,  and (ii) the o b j e c t i v e  of i n t e g r a t i n g  
P r o j e c t  C a p a c i t y  v/ith the g e n e r a t i n g  r e s o u r c e s  of the 
P u r c h a s e r s ,  i n c l u d i n g  r e s o u r c e s  a v a i l a b l e  u n d e r  c o n t r a c t ,  
to a c h i e v e  o p t i m u m  u t i l i z a t i o n  of the r e s o u r c e s  and a c h i e v e  
e f f i c i e n t  a n d  e c o n o m i c a l  o p e r a t i o n  of e a c h  P u r c h a s e r ' s  
System. F o r  p u r p o s e s  of  this A g r e e m e n t ,  " n a t i o n a l  s t a n­
dar d s  for the i n d u s t r y "  m e a n s  P r u d e n t  U t i l i t y  P r a c t i c e .

(y) " P u r c h a s e r "  me a n s ,  as of any p a r t i c u l a r  
time, such o f  the M u n i c i p a l i t y  of A n c h o r a g e  d / b / a  M u n i c i p a l  
L i g h t  and Power, C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  Inc., G o l d e n  
V a l l e y  E l e c t r i c  A s s o c i a t i o n ,  Inc., the C i t y  o f  S e w a r d  as 
h a v e  e x e c u t e d  this A g r e e m e n t ,  and the A l a s k a  E l e c t r i c  
G e n e r a t i o n  & T r a n s m i s s i o n  C o o p e r a t i v e ,  Inc. ( " A E G & T ) . T h e  
t e r m  " P u r c h a s e r "  i n c l u d e s  H o m e r  E l e c t r i c  A s s o c i a t i o n ,  Inc., 
a n d  M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n ,  Inc., o n l y  to the 
e x t e n t  s p e c i f i e d  in S e c t i o n  30 o f  this A g r e e m e n t .

(z) " P u r c h a s e r ' s  S y s t e m "  m e a n s  a P u r c h a s e r ' s  
e l e c t r i c  u t i l i t y  syst-. * for the d i s t r i b u t i o n ,  t r a n s m i s s i o n ,  
and g e n e r a t i o n  o f  e l e c t r i c a l  p o w e r  and w h i c h  is o w n e d  and 
o p e r a t e d  b y  the P u r c h a s e r .  If P u r c h a s e r ' s  e l e c t r i c  u t i l i t y  
s y s t e m  is c o m b i n e d  w i t h  o t h e r  u t i l i t i e s  of the P u r c h a s e r ,  
t h e n  " P u r c h a s e r ' s  S y s t e m "  i n c l u d e s  o n l y  t h o s e  f a c i l i t i e s ,  
a c t i v i t i e s ,  a n d  r e v e n u e s  p r o p e r l y  a l l o c a b l e  to P u r c h a s e r ' s  
e l e c t r i c  u t i l i t y  service. " P u r c h a s e r ' s  S y s t e m "  d o e s  not 
i n c l u d e  the P r o j e c t ,  r e g a r d l e s s  of w h e t h e r  the P u r c h a s e r  
o p e r a t e s  the P r o j e c t  u n d e r  a s e p a r a t e  a g r e e m e n t  w i t h  the 
A u t h o r i t y .

(aa) " P u r c h a s e r ' s  W a t e r  A l l o c a t i o n "  m e a n s  the
n u m b e r  of a c r e  fe e t  o f  w a t e r  f ^ o m  the P r o j e c t  a l l o c a t e d  for 
g e n e r a t i o n  p u r p o s e s  by the C o m m i t t e e  to a P u r c h a s e r  from 
time to time, b a s e d  o n  th a t  P u r c h a s e r ' s  P e r c e n t a g e  Share.

(bb) " R a i l b e l t "  m e a n s  the g e o g r a p h i c  a r e a  s e r v e d  
by the P u r c h a s e r s .

(cc) " R a i l b e l t  E n e r g y  Fund" m e a n s  a fund c r e a t e d  
b y  the l e g i s l a t u r e ,  the use of  w h i c h  is i n t e n d e d  o n l y  for 
a p p r o v e d  p o w e r  s u p p l y  a n d  t r a n s m i s s i o n  p r o j e c t s  in the 
Railbelt.

(dd) "REA" m e a n s  the R u r a l  E l e c t r i f i c a t i o n  A d­
mi n i s t r a t i o n ,  an a g e n c y  o f  the U n i t e d  S t a t e s  D e p a r t m e n t  cf 
A g r i c u l t u r e .

(ee) " R e c o v e r a b l e  C o n s t r u c t i o n  Cost" m e a n s  a n
a m o u n t  e q u a l  to $ 1 7 5 , 0 0 0 , 0 0 0  less o n e  h a l f  the amount, if
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any, by w h i c h  $ 3 5 0 , 0 0 0 , 0 0 0  e x c e e d s  the C o s t  o f  A c q u i s i t i o n  
and C o n s t r u c t i o n ,  plus the p r i n c i p a l  a m o u n t  o f  a d d i t i o n a l  
B o n d s  (if any) i s s u e d  p u r s u a n t  to S e c t i o n  31.

(ff) " R e n e w a l  a n d  C o n t i n g e n c y  R e s e r v e  F u nd" 
m e a n s  the R e n e w a l  and C o n t i n g e n c y  R e s e r v e  F u n d  e s t a b l i s h e d  
p u r s u a n t  to S e c t i o n  502 of the B o n d  R e s o l u t i o n .

(gg) " R e q u i r e d  A c t i o n "  m e a n s  an a c t i o n  t h a t  
m u s t  be t a k e n  in o r d e r  for the A u t h o r i t y  to c o m p l y  w i t h  
f e d e r a l  or s t a t e  law, the o r d e r s  of l i c e n s i n g  and r e g u l a­
tor y  a g e n c i e s ,  the B o n d  R e s o l u t i o n ,  o r  this A g r e e m e n t .

(hh) " R e q u i r e d  P r o j e c t  W o r k "  m e a n s  r e p a i r s ,  
m a i n t e n a n c e ,  r e n e w a l s ,  r e p l a c e m e n t s ,  i m p r o v e m e n t s  o r  b e t­
ter m e n t s  r e q u i r e d  b y  f e d e r a l  o r  s t a t e  law, a l i c e n s i n g  or 
r e g u l a t o r y  a g e n c y  w i t h  j u r i s d i c t i o n  o v e r  t h e  Pr o j e c t ,  or 
this A g r e e m e n t ,  or  o t h e r w i s e  n e c e s s a r y  to k e e p  the P r o j e c t  
in g o o d  a n d  e f f i c i e n t  o p e r a t i n g  c o n d i t i o n ,  c o n s i s t e n t  w i t h  
(1) s o u n d  e c o n o m i c s  for t h e  P r o j e c t  a n d  the P u r c h a s e r s ,  
a n d  (2) n a t i o n a l  s t a n d a r d s  for the indus t r y .

(ii) " R e v e n u e  F und" m e a n s  the R e v e n u e  F u n d  e s t­
a b l i s h e d  p u r s u a n t  to S e c t i o n  502 of the B o n d  R e s o l u t i o n .

(jj) " T r u s t e e "  m e a n s  the t r u s t e e  a p p o i n t e d  p u r­
su a n t  to A r t i c l e  IX of the B o n d  R e s o l u t i o n ,  o r  th a t  T r u s t­
ee's s u c c e s s o r  o r  s u c c e s s o r s  a n d  a n y  o t h e r  c o r p o r a t i o n  
w h i c h  m a y  at any ti m e  be s u b s t i t u t e d  in t h a t  T r u s t e e ' s  
p l a c e  u n d e r  the B o n d  R e s o l u t i o n .

S e c t i o n  2. T e r m  O f  A g r e e m e n t .

(a) E f f e c t i v e n e s s . T h i s  A g r e e m e n t  s h a l l  b e c o m e  
e f f e c t i v e  o n  the f i r s t  d a t e  w h e n  (i) the A g r e e m e n t  has 
b e e n  e x e c u t e d  and d e l i v e r e d  by  all P u r c h a s e r s  and by  the 
A u t h o r i t y ,  a n d  (ii) e a c h  P u r c h a s e r  h a s  o b t a i n e d  a l l  n e c­
es s a r y  a p p r o v a l s  o f  this A g r e e m e n t  a n d  of all t r a n s m i s s i o n  
a n d / o r  s e r v i c e s  a g r e e m e n t s  for the t r a n s m i s s i o n  of P r o j e c t  
p o w e r  to the P u r c h a s e r s .  A n  a p p r o v a l  s h a l l  not be  c o n­
si d e r e d  " r e c e s s a r y "  for p u r p o s e s  of th i s  S e c t i o n  2(a) u n­
less, p r i o r  to or c o n t e m p o r a n e o u s l y  w i t h  d e l i v e r y  of this 
A g r e e m e n t ,  the p e r s o n  or  e n t i t y  from w h i c h  such a p p r o v a l  
m u s t  be o b t a i n e d  h a s  b e e n  i d e n t i f i e d  to the o t h e r  p a r t i e s  
in w r i t i n g  b y  the P u r c h a s e r  r e q u i r i n g  s u c h  a p p r o v a l .  It 
is the i n t e n t  of ea c h  P u r c h a s e r  to take all steps r e a­
so n a b l y  w i t h i n  its p o w e r  to o b t a i n  all n e c e s s a r y  a p p r o v a l s  
from its g o v e r n i n g  b o d y  no l a t e r  than D e c e m b e r  1, 1987.

(b) C o m m e n c e m e n t  o f  p a y m e n t  o b l i g a t i o n s . The 
p a y m e n t  o b l i g a t i o n s  of e a c h  P u r c h a s e r  u n d e r  this A g r e e m e n t  
s h a l l  c o m m e n c e  on the D a t e  of C o m m e r c i a l  O p e r a t i o n ;  p r o­
v i d e d , that the P u r c h a s e r s  s h a l l  be o b l i g a t e d  to pay t h ose 
C o m m i t t e e  c o s t s  r e f e r e n c e d  in the last s e n t e n c e  of S e c t i o n
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13(a) r e g a r d l e s s  of w h e t h e r  the D a t e  of C o m m e r c i a l  O p e r a­
ti o n  occurs.

(c) T e r m i n a t i o n . T h i s  A g r e e m e n t  s h a l l  t e r m i­
na t e  (i) 50 y e a r s  a f t e r  t h e  D a t e  of C o m m e r c i a l  O p e r a t i o n ,  
or (ii) w h e n  n o  B o n d s  a r e  O u t s t a n d i n g  u n d e r  t h e  B o n d  R e s­
o l u t i o n  and a l l  p a y m e n t  o b l i g a t i o n s  u n d e r  t h i s  A g r e e m e n t  
(other t h a n  a n y  p a y m e n t  o b l i g a t i o n s  u n d e r  S e c t i o n  29) h a v e  
b e e n  s a t i s f i e d  o r  p r o v i d e d  for, w h i c h e v e r  o c c u r s  later; 
prc.vided, t h a t  if t h e  D a t e  of C o m m e r c i a l  O p e r a t i o n  do e s  
n o t  o c c u r  b e f o r e  J a n u a r y  1, 1996, t h e n  t h i s  A g r e e m e n t  
s h a l l  t e r m i n a t e  on  J a n u a r y  1, 1996. T h e  p a r t i e s  m a y  m u ­
t u a l l y  a g r e e  t o  t e r m i n a t e  o r  to r e n e w  t h i s  A g r e e m e n t  p r i o r  
to  t e r m i n a t i o n ,  s u bject, h o w e v e r ,  to the w r i t t e n  a p p r o v a l  
of t h e  A d m i n i s t r a t o r  of R E A  if s u c h  w r i t t e n  a p p r o v a l  is 
t h e n  r e q u i r e d ,  a n d  t h e  t e r m s  a n d  c o n d i t i o n s  of  c o v e n a n t s  
and a g r e e m e n t s  b e t w e e n  t h e  A u t h o r i t y  and h o l d e r s  of Bonds. 
If s u c h  a p p r o v a l  is t h e n  r e q u i r e d ,  no a m e n d m e n t  of th i s  
A g r e e m e n t  s h a l l  t a k e  e f f e c t  w i t h o u t  the w r i t t e n  a p p r o v a l  
of t h e  A d m i n i s t r a t o r  of REA.

(d) R e n e w a l . A n y  P u r c h a s e r  m a y  r e n e w  t h i s  A g­
r e e m e n t  on t h e  s a m e  t e r m s  a n d  c o n d i t i o n s  as p r o v i d e d  h e r e­
in f o r  s u c c e s s i v e  a d d i t i o n a l  t e r m s  (such t e r m s  t o  e q u a l  
f o r t y  (40) y e a r s  or, if s h o r t e r ,  t h e  r e m a i n i n g  u s e f u l  life 
of t h e  Pr o j e c t )  , u p o n  w r i t t e n  n o t i c e  to the A u t h o r i t y  by 
t h e  P u r c h a s e r  g i v e n  n o  le s s  t h a n  s i x  and n o  m o r e  t h a n  
t w e n t y - f o u r  m o n t h s  p r i o r  t o  t h e  e n d  of the t e r m  of this 
A g r e e m e n t .  P u r c h a s e r s  e l e c t i n g  t o  r e n e w  t h i s  A g r e e m e n t  
s h a l l  b e  e n t i t l e d  t o  h a v e  t h e i r  P e r c e n t a g e  S h a r e s  a d j u s t e d  
p r o  rata, b a s e d  on t h e i r  P e r c e n t a g e  S h a r e s  as s e t  f o r t h  in 
E x h i b i t  D as t h a t  E x h i b i t  e x i s t s  t w e n t y - f o u r  m o n t h s  p r i o r  
to t h e  e n d  o f  t h e  i n i t i a l  t e r m  o f  t h i s  A g r e e m e n t ,  so t h a t  
t h e  a d j u s t e d  P e r c e n t a g e  S h a r e s  o f  t h e  P u r c h a s e r s  r e n e w i n g  
t h i s  A g r e e m e n t  t o t a l  o n e  h u n d r e d  p e r c e n t  (100%). No r e­
n e w i n g  P u r c h a s e r  s h a l l  b e  r e q u i r e d  to  a c c e p t  t h e  e n t i r e t y  
o f  t h e  P e r c e n t a g e  S h a r e  to w h i c h  t h a t  P u r c h a s e r  b e c o m e s  
e n t i t l e d ,  b u t  if t h e  P e r c e n t a g e  S h a r e s  of all r e n e w i n g  
P u r c h a s e r s  d o  n o t  t o t a l  o n e  h u n d r e d  p e rcent, t h e  A u t h o r i t y  
m a y  sell to a n y  o t h e r  u t i l i t y  t h a t  is a q u a l i f i e d  p u r c h a s­
er o f  p o w e r  u n d e r  t h e  A c t  a n y  r e m a i n i n g  P e r c e n t a g e  S h a r e  
o r  p o r t i o n  t h e r e o f  u p o n  t h e  s a m e  t e r m s  and c o n d i t i o n s  a p­
p l i c a b l e  to t h e  r e n e w i n g  P u r c h a s e r s ,  if t h e  A u t h o r i t y  r e a­
s o n a b l y  d e t e r m i n e s  t h a t  s u c h  u t i l i t y  is a b l e  t o  c a r r y  out 
t h e  o b l i g a t i o n s  o f  a P u r c h a s e r  u n d e r  t h i s  A g r e e m e n t  and 
t h a t  s u c h  s a l e  to s u c h  u t i l i t y  w i l l  n o t  a d v e r s e l y  a f f e c t  
t h e  t a x  e x e m p t i o n  of i n t e r e s t  o n  a n y  B o n d s  O u t s t a n d i n g  
u n d e r  the B o n d  R e s o l u t i o n  t h a t  o r i g i n a l l y  w e r e  i s s u e d  on a 
t a x - e x e m p t  b a s i s .  T h e  A u t h o r i t y  s h a l l  n o t  b e  o b l i g a t e d  to 
r e n e w  th i s  A g r e e m e n t  if, a f t e r  r e a s o n a b l e  n o t i c e  to the 
r e n e w i n g  P u r c h a s e r s ,  P e r c e n t a g e  S h a r e s  t h a t  t o t a l  one h u n­
d r e d  p e r c e n t  h a v e  n o t  b e e n  s o l d  t o  s u c h  P u r c h a s e r s  or tc 
o t h e r  q u a l i f i e d  u t i l i t y  p u r c h a s e r s .
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S e c t i o n  3. E x h i b i t s . T h e  f o l l o w i n g  e x h i b i t s  are 
i n c o r p o r a t e d  by r e f e r e n c e  into this A g r e e m e n t :

(a) E x h i b i t  "A", B o n d  R e s o l u t i o n ,

(b) E x h i b i t  " B " , D e l i v e r y  Point,

(c) E x h i b i t  "C", D e s c r i p t i o n  of the P r o j e c t ,

(d) E x h i b i t  "D", P u r c h a s e r s '  P e r c e n t a g e  S h a r e s
o f  P r o j e c t  C a p a c i t y  a n d  of A n n u a l  P r o j e c t  
Co s t s ,  and

(e) E x h i b i t  "E", F o r m  O f  C e r t a i n  S u p p l e m e n t a l  
B o n d  R e s o l u t i o n s .

S e c t i o n  4. E l e c t r i c  S e r v i c e  T o  Be F u r n i s h e d .

(a) S a l e  and p u r c h a s e . T h e  A u t h o r i t y  h e r e b y  
sells, and e a c h  P u r c h a s e r  h e r e b y  p u r c h a s e s ,  that P u r c h a s­
er' s  P e r c e n t a g e  S h a r e  o f  .Project C a p a c i t y  ( t o g e t h e r  w i t h  
a s s o c i a t e d  energy) f r o m  the P r o j e c t  in a c c o r d a n c e  w i t h  
t h i s  A g r e e m e n t .  T h e  a c t u a l  d e l i v e r y  (if any) o f  e l e c t r i c  
c a p a c i t y  a n d  a s s o c i a t e d  e n e r g y  to P u r c h a s e r s  from the P r o­
ject s h a l l  b e  m a d e  in a c c o r d a n c e  w i t h  s c h e d u l i n g  p r o c e­
d u r e s  a d o p t e d  b y  the C o m m i t t e e .

(b) A v a i l a b l e  P o w e r . T h e  A u t h o r i t y  s h a l l  at 
all times, e x c e p t  w h e n  p r e v e n t e d  b y  a c a u s e  or e v e n t  not 
w i t h i n  the c o n t r o l  of the A u t h o r i t y ,  m a k e  p o w e r  a v a i l a b l e  
to the P u r c h a s e r s  f r o m  the P r o j e c t  in an a m o u n t  e q u a l  to 
t he a m o u n t  the P u r c h a s e r s  m a y  s c h e d u l e  fr o m  the Pro j e c t ,  
w i t h i n  the l i m i t a t i o n s  i m p o s e d  b y  a v a i l a b l e  P r o j e c t  c a p a b­
ility, a v a i l a b l e  wa t e r ,  a n d  the s c h e d u l i n g  p r o c e d u r e s  a d­
o p t e d  b y  the C o m m i t t e e .

(c) R e q u i r e d  P r o j e c t  W o r k . The A u t h o r i t y  shall 
m a k e  o r  c a u s e  to be m a d e  all R e q u i r e d  P r o j e c t  W ork, p r o­
v i d e d  t h a t  funds are l e g a l l y  a v a i l a b l e  to the A u t h o r i t y  
for this pur p o s e .  T h e  c o sts of R e q u i r e d  P r o j e c t  W o r k  
s h a l l  b e  i n c l u d e d  in A n n u a l  P r o j e c t  C o s t s  in the m a n n e r  
set f o r t h  in S e c t i o n  8 (a) (iv). T h e  A u t h o r i t y  s h a l l  give 
r e a s o n a b l e  n o t i f i c a t i o n  to all P u r c h a s e r s  p r i o r  to m a k i n g  
or c a u s i n g  to be m a d e  any R e q u i r e d  P r o j e c t  Work. A l t e r n a­
tiv e  m e t h o d s  (if any) o f  c a r r y i n g  o u t  and funding R e q u i r e d  
P r o j e c t  W o r k  s h a l l  be s u b j e c t  to a p p r o v a l  by the C o m m i t t e e  
u n d e r  rules of  p r o c e d u r e  to be a d o p t e d  p u r s u a n t  to S e c t i o n
13.

BRADLEY LAKE P R O J E C T  POWER SAL ES  AGREEMENT P a g e  9



(d) O p t i o n a l  P r o j e c t  W o r k . T h e  A u t h o r i t y  shall 
no t  m a k e  o r  c a u s e  to be m a d e  O p t i o n a l  P r o j e c t  W o r k  u n l e s s  
s u c h  O p t i o n a l  P r o j e c t  W o r k  is a p p r o v e d  by the Com m i t t e e .  
A n y  O p t i o n a l  P r o j e c t  W o r k  s h all be at the expense, of the 
b e n e f i t t e d  P u r c h a s e r ( s ) , as d e t e r m i n e d  in a d v a n c e  b y  the 
C o m m i t t e e ,  in p r o p o r t i o n  to the v a l u e  of the b e n e f i t  c o n­
fe r r e d  u p o n  ea c h  such P u r c h a s e r .  If s u c h  O p t i o n a l  P r o j e c t  
W o r k  h a s  an a d v e r s e  i m p a c t  u p o n  the o p e r a t i o n s  o r  f i n a n c e s  
of a P u r c h a s e r  as d e t e r m i n e d  b y  the C o m m i t t e e ,  t h e  b e n e­
fi t t e d  P u r c h a s e r ( s )  s h a l l  c o m p e n s a t e  t h e  a d v e r s e l y  a f f e c t­
ed P u r c h a s e r ( s )  for the i n c r e a s e d  c o s t s  and r e d u c e d  b e n e­
fits r e s u l t i n g  f r o m  s u c h  impact. In t h e  e v e n t  t h e  P u r­
c h a s e r s  a r e  u n a b l e  to a g r e e  as t o  h o w  a n y  i n c r e a s e d  c o sts 
o r  c o m p e n s a t i o n  w i l l  b e  a p p o r t i o n e d ,  o r  as to t h e  a m o u n t  
of a n y  i n c r e a s e d  c osts or a p p r o p r i a t e  c o m p e n s a t i o n ,  the 
p a r t i e s  s h a l l  s u b m i t  t h e  q u e s t i o n  to d i s p u t e  r e s o l u t i o n  in 
a c c o r d a n c e  w i t h  t h e  d i s p u t e  r e s o l u t i o n  p r o c e d u r e s  a d o p t e d  
b y  t h e  C o m m i t t e e  u n d e r  S e c t i o n  13.

S e c t i o n  5. E l e c t r i c  P o w e r  R e s e r v e s  For T h e  P r o j e c t

(a) N e e d  for r e s e r v e s . T h e  p a r t i e s  r e c o g n i z e  
t h a t  (i) e l e c t r i c  p o w e r  f r o m  t h e  P r o j e c t  m a y  be u n a v a i l­
a b l e  p e r i o d i c a l l y  b e c a u s e  of g e n e r a t i o n  a n d  t r a n s m i s s i o n  
o u t a g e s ,  repairs, m a i n t e n a n c e ,  i n s p e c t i o n s ,  testing, and 
s i m i l a r  events, a n d  (ii) u n d e r  t h e  A l a s k a  I n t e r t i e  A g r e e­
m e n t  or  o t h e r w i s e ,  ea c h  P u r c h a s e r  is r e s p o n s i b l e  for m a i n­
t a i n i n g  (or c o n t r a c t i n g  f o r  t h e  u s e  of) g e n e r a t i o n  r e­
s e r v e s  in a m o u n t s  s u f f i c i e n t  to p r o t e c t  its own l o a d s  in 
t h e  e v e n t  t h a t  P r o j e c t  p o w e r  is u n a v a i l a b l e .

(b) R e s e r v e  p r o c e d u r e s . P r o m p t l y  a f t e r  its 
e s t a b l i s h m e n t ,  t h e  C o m m i t t e e  s h a l l  a d o p t  and i m p l e m e n t  
p r o c e d u r e s  u n d e r  which, in as c o s t - e f f e c t i v e  a m a n n e r  as 
p o s s i b l e :

(i) t h e  A u t h o r i t y  s h a l l  h a v e  the r i g h t  to 
r e q u i r e  t h e  o p e r a t i o n  of s p e c i f i c  a m o u n t s  of g e n e r a t­
ing c a p a c i t y  o w n e d  b y  a P u r c h a s e r  and m a d e  a v a i l a b l e  
to t h e  A u t h o r i t y ,  a n d  to u s e  t h e  p o w e r  p r o d u c e d  by 
s u c h  o p e r a t i o n  to p r o v i d e  r e s e r v e s  to r e q u e s t i n g  P u r­
c h a s e r s  for some o r  all P r o j e c t  power, to t h e  e x t e n t  
s u c h  c a p a c i t y  w o u l d  o t h e r w i s e  b e  idle o r  its o u t p u c  
w o u l d  o t h e r w i s e  n o t  b e  n e e d e d  b y  the o w n e r  of t h a t  
c a p a c i t y  to e n a b l e  t h a t  P u r c h a s e r  to m e e t  its own 
l o a d s  o r  to m a k e  p o w e r  s a l e s  to o t h e r  u t i l i t i e s ;

(ii) t h e  a d d i t i o n a l  c o s t s  i n c u r r e d  by any 
P u r c h a s e r  in m a k i n g  s u c h  c a p a c i t y  a v a i l a b l e  to the 
A u t h o r i t y  a n d  in o p e r a t i n g  t h e  s a m e  for the A u t h o r i t y  
s h a l l  b e  c o m p u t e d  e q u i t a b l y  a n d  r e i m b u r s e d  p r o m p t l y  
t o  s u c h  P u r c h a s e r  b y  the A u t h o r i t y ;  and
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(iii) t h e  c o s t s  of so r e i m b u r s i n g  any P u r­
c h a s e r  s h all be i n c l u d e d  in A n n u a l  P r o j e c t  Costs.

(c) A l t e r n a t i v e  r e s e r v e s . N o t h i n g  in S e c t i o n  
5(b) shall:

(i) r e l i e v e  a n y  P u r c h a s e r  of t h e  r e s p o n s i­
b i l i t y  s e t  f o r t h  in S e c t i o n  5 ( a ) ( i i ) ;

(ii) r e q u i r e  a n y  P u r c h a s e r  to m a k e  r e s e r v e  
c a p a c i t y  a v a i l a b l e  to t h e  A u t h o r i t y  u n d e r  S e c t i o n  
5 ( b ) ( i ) ; or

(iii) r e q u i r e  a n y  P u r c h a s e r  to  a v a i l  i t­
self of r e s e r v e  p o w e r  a v a i l a b l e  f r o m  t h e  A u t h o r i t y  
u n d e r  S e c t i o n  5(b)(i), o r  t o  b e a r  a n y  of t h e  c o s t s  of 
s u c h  p o w e r  if t h e  P u r c h a s e r  d o e s  n o t  a v a i l  i t s e l f  of 
s u c h  power, if t h e  P u r c h a s e r  c h o o s e s  a n d  is a b l e  to 
r e l y  u p o n  its o w n  r e s e r v e s  to  m e e t  its l o a d s  w h e n  
P r o j e c t  p o w e r  is u n a v a i l a b l e .

S e c t i o n  6, O b l i g a t i o n s  U n d e r  B o n d  R e s o l u t i o n ;  C o m­
pl e t i o n  o f  P r o j e c t .

(a) A s s i g n m e n t  o r  p a y m e n t  t o  T r u s t e e . T h e  p a r­
ti e s  r e c o g n i z e  and a g r e e  t h a t  (i) t h e  A u t h o r i t y  m a y  a s s i g n  
its r i g h t s  t o  r e c e i v e  p a y m e n t s  u n d e r  t h i s  A g r e e m e n t  as 
s e c u r i t y  f o r  t h e  p a y m e n t  of t h e  B o n d s  to t h e  T r u s t e e  u n d e r  
t h e  B o n d  R e s o l u t i o n  for the b e n e f i t  of t h e  h o l d e r s  of the 
Bonds, a n d  (ii) t h e  A u t h o r i t y  m a y  d i r e c t  t h a t  a m o u n t s  p a y­
ab l e  to it u n d e r  t h i s  A g r e e m e n t  b e  p a i d  d i r e c t l y  to the 
T r u s t e e .

(b) P r o j e c t  f u n d i n g . T i e  A u t h o r i t y  s h a l l  issue 
Bonds, o r  o t h e r w i s e  o b t a i n  f u n d s  ( i n c l u d i n g  a p p r o p r i a­
tions) , s u f f i c i e n t  to p a y  o r  r e i m b u r s e  t h e  C o s t  of A c q u i­
s i t i o n  a n d  C o n s t r u c t i o n .  A n n u a l  P r o j e c t  C o s t s  s h a l l  i n­
cl u d e  D e b t  S e r v i c e  on B o n d s  i s s u e d  t o  p a y  t h e  C o s t  of A c ­
q u i s i t i o n  a n d  C o n s t r u c t i o n  in an  a g g r e g a t e  p r i n c i p a l  
a m o u n t  u p  to b u t  n o t  e x c e e d i n g  the R e c o v e r a b l e  C o n s t r u c­
ti o n  Cost. T h e  A u t h o r i t y  m a y  e s t i m a t e  t h e  R e c o v e r a b l e  
C o n s t r u c t i o n  C o s t  a n d  i s sue B o n d s  at  a n y  t i m e  in a m o u n t s  
u p  t o  t h e  a m o u n t  o f  s u c h  e s t i m a t e .  A s  s o o n  as p r a c t i c a b l e  
a f t e r  t h e  D a t e  of C o m m e r c i a l  O p e r a t i o n ,  t h e  A u t h o r i t y  
s h a l l  a d j u s t  (and r e - a d j u s t  w h e n  n e c e s s a r y )  A n n u a l  P r o j e c t  
C o s t s  to r e f l e c t  a c t u a l  R e c o v e r a b l e  C o n s t r u c t i o n  Cost.

(c) C o v e n a n t s  of the A u t h o r i t y . T h e  A u t h o r i t y  
c o v e n a n t s  t h a t  it w i l l  not c a u s e  r a t e s  f o r  P r o j e c t  P o w e r  
t o  i n c r e a s e  b y  r e a s o n  of a n y  b o n d  r e s o l u t i o n ,  c o v e n a n t  cr 
a g r e e m e n t  c o n t a i n e d  in any t r u s t  i n d e n t u r e  o r  t r u s t  a g r e e­
m e n t  e n t e r e d  i n t o  b y  t h e  A u t h o r i t y  in c o n n e c t i o n  w i t h  a 
p o w e r  p r o j e c t  o t h e r  t h a n  t h e  P r o j e c t ,  n o r  o n  a c c o u n t  cf 
a n y  i n a d e q u a c y  in its a c t u a l  o r  p r o j e c t e d  a g g r e g a t e
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r e v e n u e s ,  o t h e r  t h a n  r e v e n u e s  fr o m  t h e  Pro j e c t ,  nor will 
t h e  A u t h o r i t y  i n c l u d e  in A n n u a l  P r o j e c t  C o s t s  d e b t  s e r vice 
p a y a b l e  on d e b t  i n c u r r e d  for a n y  p u r p o s e  e x c e p t  in r e s p e c t  
of the P r o j e c t  as p r o v i d e d  herein.

(d) P r o j e c t  c o m p l e t i o n  and o p e r a t i o n . The 
A u t h o r i t y  a g r e e s  to use its b a s t  e f f o r t s  to c o m p l e t e  the 
P r o j e c t  e x p e d i t i o u s l y  and in a c c o r d a n c e  w i t h  s o u n d  e n g i n­
ee r i n g  p r a c t i c e  and w i t h  t h e  p r o v i s i o n s  of t h e  B o n d  R e s o­
lution. T h e  A u t h o r i t y  s h a l l  a l s o  u s e  its b e s t  efforts 
c o n s i s t e n t  w i t h  P r u d e n t  U t i l i t y  P r a c t i c e  to c o n s t r u c t  and 
c o m p l e t e ,  a n d  t o  o p e r a t e  a n d  m a i n t a i n  t h e  P r o j e c t  'or to 
a r r a n g e  for s u c h  o p e r a t i o n  and m a i n t e n a n c e )  t o  p r o v i d e  
p o w e r  at t h e  l o w e s t  r e a s o n a b l e  c o s t  to t h e  P u r c h a s e r s  in a 
m a n n e r  t h a t  is c o m p a t i b l e  w i t h  t h e  P u r c h a s e r s '  S y s t e m s  and 
c o n s i s t e n t  w i t h  t h e  Act, t h e  B o n d  R e s o l u t i o n ,  a n d  th i s  A g­
reement.

(e) B e s t  e f f o r t s  b y  C o m m i t t e e  m e m b e r s . T o  the 
e x t e n t  t h a t  t h e  c o s t  of P r o j e c t  p o w e r  is o r  m a y  be  a f f e c t­
ed b y  a c t i o n s  o f  t h e  C o m m i t t e e  u n d e r  S e c t i o n  13, each 
P u r c h a s e r  in its c a p a c i t y  as a m e m b e r  of t h e  C o m m i t t e e  
a g r e e s  to u s e  its b e s t  e f f o r t s  c o n s i s t e n t  w i t h  P r u d e n t  
U t i l i t y  F r a c t i c e  to a s s i s t  in a s s u r i n g  t h a t  t h e  P r o j e e r  
p r o v i d e s  p o w e r  a t  t h e  l o w e s t  r e a s o n a b l e  c o s t  t o  the P u r­
c h a s e r s  in a m a n n e r  t h a t  is c o m p a t i b l e  w i t h  t h e  P u r c h a s­
ers' S y s t e m s  a n d  c o n s i s t e n t  w i t h  t h e  Act, t h e  B o n d  R e s o l u­
tion, a n d  t h i s  A g r e e m e n t .

S e c t i o n  7. P a y m e n t  O b l i g a t i o n .

(a) P a y m e n t  O b l i g a t i o n . E a c h  P u r c h a s e r  agrees
t o  p a y  its P e r c e n t a g e  S h a r e  of  A n n u a l  P r o j e c t  C o s t s  for
e a c h  F i s c a l  Year. T h e  p r o c e d u r e s  f o r  d e t e r m i n i n g  the 
a m o u n t  of a n d  f o r  m a k i n g  s u c h  p a y m e n t s  a r e  s e t  f o r t h  in 
S e c t i o n  13 of t h i s  A g r e e m e n t .

(b) P u r c h a s e r ' s  O b l i g a t i o n s . E a c h  P u r c h a s e r
s h a l l  m a k e  p a y m e n t s  in the a m o u n t s  and at t h e  t i m e s  r e­
q u i r e d  b y  t h i s  A g r e e m e n t  n o t w i t h s t a n d i n g  a s u s p e n s i o n  or 
r e d u c t i o n  in t h e  a m o u n t  of p o w e r  s u p p l i e d  b y  t h e  Project. 
S u c h  p a y m e n t s  s hall n o t  be s u b j e c t  to a n y  r e d u c t i o n ,  by 
o f f s e t  o r  o t h e r w i s e .  The p a r t i e s  i n t e n d  a n d  i n t e r p r e t  the 
f o r e g o i n g  t w o  s e n t e n c e s  to m e a n  t h a t  t h e  o b l i g a t i o n  to 
m a k e  s u c h  p a y m e n t s  s hall b e  a b s o l u t e  and u n c o n d i t i o n a l  and 
u n a f f e c t e d  b y  a n y  i n t e r r u p t i o n ,  i n t e r f e r e n c e ,  o r  c u r t a i l­
m e n t  in w h o l e  or in p a r t  of p o w e r  s u p p l i e d  b y  t h e  Project. 
In t h e  e v e n t  t h a t  (i) the P r o j e c t  is n o  l o n g e r  operable, 
or  its o p e r a t i o n  is i n t e r r u p t e d  o r  c u r t a i l e d  for any r e a­
son w h a t s o e v e r  in w h o l e  or in part, a n d  (ii) t h e  A u t h o r i t y  
d o e s  n o t  r e s t o r e  t h e  P r o j e c t  to full o p e r a t i o n  w i t h i n  a 
r e a s o n a b l e  time, t h e n  the P u r c h a s e r s  m a y  u p o n  r e a s o n a b l e  
n o t i c e  to  t h e  A u t h o r i t y  and at t h e i r  o w n  e x p e n s e  t a k e  such 
a c t i o n  as t h e y  d e e m  n e c e s s a r y  to so r e s t o r e  t h e  Project.
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T h e  t a k i n g  of s u c h  a c t i o n  by the P u r c h a s e r s  s h a l l  n o t  a l­
t e r  e a c h  P u r c h a s e r ' s  o b l i g a t i o n  to p a y  its P e r c e n t a g e  
S h a r e  of A n n u a l  P r o j e c t  Costs.

S e c t i o n  8. A n n u a l  Project C o s t s

(a) A n n u a l  P r o ject C o s t s  d e f i n e d . A n n u a l  P r o­
j e c t  C o s t s  m e a n s  all of the c o sts r e s u l t i n g  f r o m  t h e  o w n­
ers h i p ,  o p e r a t i o n ,  m a i n t e n a n c e  o f  a n d  r e n e w a l s  a n d  r e­
p l a c e m e n t s  t o  t h e  Project, p r o p e r l y  i n c u r r e d  or  p a i d  d u r­
in g  e a c h  F i s c a l  Year, including:

(i) A m o u n t s  r e q u i r e d  t o  b e  s e t  a s i d e  by 
t h e  A u t h o r i t y  for the p a y m e n t  o f  D e b t  S e r v i c e  on 
B o n d s  i s s u e d  to p a y  the C o s t  o f  A c q u i s i t i o n  and C o n­
s t r u c t i o n  in an e g g r e g a t e  p r i n c i p a l  a m o u n t  up  to  but 
n o t  e x c e e d i n g  t h e  R e c o v e r a b l e  C o n s t r u c t i o n  Cost;

(ii) A m o u n t s  r e q u i r e d  t o  be  set a s i d e  for
th e  p a y m e n t  of D e b t  S e r vice o n  o t h e r  B o n d s  a n d  de b t
s e r v i c e  on o t h e r  o b l i g a t i o n s  a p p r o v e d  in a c c o r d a n c e  
w i t h  S e c t i o n s  11 a n d  13;

(iii) A m o u n t s  r e q u i r e d  to  r e s t o r e  the
f u n d s  e s t a b l i s h e d  u n d e r  the B o n d  R e s o l u t i o n  to  the 
l e v e l s  r e q u i r e d  b y  the Bo n d  R e s o l u t i o n  to  be m a i n­
t a i n e d  t h e r e i n ;

(iv) A m o u n t s  w h i c h  m a y  be  r e q u i r e d  t o  pay 
f o r  R e q u i r e d  P r o j e c t  Work, t o  t h e  e x t e n t  t h a t  such 
c o s t s  are n o t  c o v e r e d  by i n s u r a n c e  or  B o n d  p r o c e e d s  
o r  b y  t h e  R e n e w a l  a n d  C o n t i n g e n c y  R e s e r v e  Fund;

(v) O t h e r  a m o u n t s  d e t e r m i n e d  b y  the C o m­
m i t t e e  to  b e  n e c e s s a r y  or a p p r o p r i a t e  t o  s u p p l e m e n t  
an d  to b e  p a i d  in t o  the F u n d s  e s t a b l i s h e d  u n d e r  the 
B o n d  R e s o l u t i o n ;

(vi) E x c e s s  P a y m e n t  A m o u n t s ,  if any, c o m­
p u t e d  in a c c o r d a n c e  w i t h  S e c t i o n  29;

(vii) All o t her c o s t s  of  p r o d u c i n g  a n d  d e­
li v e r i n g  P r o j e c t  p o w e r  ( e x c l u d i n g  d e p r e c i a t i o n )  net 
a c c o u n t e d  for b y  the p a y m e n t s  o u t  of f u n d s  and r e­
se r v e s  s p e c i f i e d  in the f o r e g o i n g  s e c t i o n s  a n d  p r o p­
er l y  c h a r g e a b l e  to the P r o j e c t  u n d e r  t h e  U n i f o r m  S y s­
t e m  of A c c o u n t s ,  less any c r e d i t s  a g a i n s t  s a i d  c osts 
b y  r e a s o n  o f  r e v e n u e s  from s o u r c e s  o t h e r  t h a n  t h e  d i­
re c t  sa l e  of  p o w e r  to P u r c h a s e r s ,  a n d  a l s o  less ar.y 
c r e d i t s  for i n t e r e s t  e a r n e d  d u r i n g  c o n s t r u c t i o n  ar.d 
a v a i l a b l e  f o r  P r o j e c t  p u r p o s e s ;  p r o v i d ed, t h a t  income 
f r o m  i n t e r e s t  e a r n e d  on r e s e r v e  funds s h a l l  be used 
at l e a s t  a n n u a l l y  to a c c u m u l a t e  a n d  m a i n t a i n  said 
r e s e r v e  f u n d s  in the a m o unts r e q u i r e d  u n d e r  the Bcr.d

R A D L E Y  L A K E  P R O J E C T  P O W E R  S A L E S  A G R E E M E N T Pa g e  l



1 9 8 7 1 1 / 1 0 3

R e s o l u t i o n  o r  in s u c h  g r e ater a m o u n t s  as m a y  be d e­
t e r m i n e d  b y  t h e  C o m m i t t e e ,  or t o  r e d u c e  A n n u a l  P r o­
j e c t  Costs. S u c h  o t h e r  costs s h a l l  include:

(A) P r o j e c t  o p e r a t i n g  a n d  m a i n t e n a n c e  
c osts, in a c c o r d a n c e  w i t h  t h e  A n n u a l  B u d g e t  
a d o p t e d  in a c c o r d a n c e  wi t h  S e c t i o n  13;

(B) C o sts of P r o j e c t - r e l a t e d  i n s u r­
ance, and, to  t h e  extent p e r m i t t e d  w i t h  r e s p e c t  
t o  e a c h  P u r c h a s e r  u n der S e c t i o n  5, t h e  c o s t s  of 
e l e c t r i c  p o w e r  res e r v e s  f o r  t h e  P r o j e c t ;

(C) P r o j e c t - s p e c i f i c  a d m i n i s t r a t i v e  
a n d  g e n e r a l  e x p e n s e s  of t h e  A u t h o r i t y ,  s u c h  as 
c o s t s  of s a f e t y  i n s p e c t i o n s  a n d  i n v e s t i g a t i o n s ;

(D) C osts of t h e  C o m m i t t e e ,  w h e t h e r
i n c u r r e d  b y  t h e  A u t h o r i t y  o r  i n c u r r e d  b y  a P u r­
c h a s e r  o n  b e h a l f  of the C o m m i t t e e ;  and

(E) S u c h  o t h e r  P r o j e c t  c o s t s  as t h e  
C o m m i t t e e  m a y  f r o m  time t o  t i m e  a p p r o v e  for i n­
c l u s i o n  in A n n u a l  P r o j e c t  C o s t s  in a c c o r d a n c e  
w i t h  p r o c e d u r e s  to be a d o p t e d  b y  t h e  C o m m i t t e e .

(b) P r o c e e d s  of a t a k i n g . A n y  p a y m e n t  r e c e i v e d  
by t h e  A u t h o r i t y  as a r e s u l t  of a t a k i n g  o f  t h e  w h o l e  or 
any p o r t i o n  of t h e  c a p a c i t y ,  f a c i l i t i e s ,  a v a i l a b l e  water, 
or o u t p u t  of t h e  P r o j e c t  by  any s t a t e  o r  f e d e r a l  g o v e r n­
me n t  a g e n c y  s h a l l  b e  u s e d  by the A u t h o r i t y ,  a f t e r  c o n s u l t­
a t i o n  w i t h  the C o m m i t t e e ,  to (i) r e d u c e  A n n u a l  P r o j e c t
Costs, (ii) r e t i r e  Bonds, or (iii) r e i m b u r s e  t h e  S t a t e  of
A l a s k a  f o r  a p o r t i o n  o f  the S t a t e ' s  c a p i t a l  c o n t r i b u t i o n  
to t h e  P r o j e c t  ( r e c o g n i z i n g  the s e p a r a t e  s o u r c e s  of P r o­
jec t  f u n d i n g  u n d e r  S e c t i o n  6(b)), w h i c h e v e r  of t h e s e  us e s  
or c o m b i n a t i o n  o f  s u c h  u s e s  shall b e  e q u i t a b l e  a n d  p r o p e r  
u n d e r  t h e  c i r c u m s t a n c e s  e x isting a t  t h e  t i m e  of t h e  t a k­
ing.

S e c t i o n  9. O b l i g a t i o n s  In T h e  E v e n t  O f  D e f a u l t .

(a) E n f o r c e m e n t . Up o n  f a i l u r e  of a P u r c h a s e r  
to p e r f o r m  a n y  o b l i g a t i o n  herein, t h e  A u t h o r i t y  m a y  b r i n g  
an y  s u it, a c t i o n  o r  p r o c e e d i n g  a t  l a w  o r  in e q u i t y
("Sui t " ) ,  i n c l u d i n g  m a n d a m u s ,  i n j u n c t i o n  a n d  a c t i o n  for
s p e c i f i c  p e r f o r m a n c e ,  as m a y  be n e c e s s a r y  o r  a p p r o p r i a t e  
to e n f o r c e  a n y  c o v e n a n t ,  a g r e e m e n t  o r  o b l i g a t i o n  of  this 
A g r e e m e n t  a g a i n s t  t h a t  Purchaser. T h e  A u t h o r i t y  m a y  b r i n g
s u c h  S u i t  (i) t h i r t y  d a y s  after g i v i n g  the P u r c h a s e r  a
w r i t t e n  d e m a n d  for p e r f o r m a n c e ,  in t h e  c a s e  of d e f a u l t  b y  

the P u r c h a s e r  o n  a n y  o b l i g a t i o n  o t h e r  t h a n  a p a y m e n t  o b l i­
g a t i o n ,  a n d  (ii) i m m e d i a t e l y ,  in t h e  c a s e  of d e f a u l t  b y  

t h e  P u r c h a s e r  on a n y  p a y m e n t  o b l i g a t i o n .  E a c h  P u r c h a s e r
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shall c o n t i n u e  t o  m a k e  p a y m e n t s  in t h e  e v e n t  of a n y  d i s­
pute r e g a r d i n g  p e r f o r m a n c e  of any o b l i g a t i o n  b y  a n y  p a r t y  
u n d e r  t h i s  A g r e e m e n t  or in t h e  event o f  a n y  d i s p u t e  u n d e r  
the B o n d  R e s o l u t i o n ,  a n d  t h i s  o b l i g a t i o n  o f  c o n t i n u e d  p a y­
men t  p e n d i n g  r e s o l u t i o n  of d i s p u t e s  s h a l l  b e  i m m e d i a t e l y  
e n f o r c e a b l e  by  a n y  p a r t y  u p o n  a p p l i c a t i o n  t o  a n y  c o u r t  of 
c o m p e t e n t  j u r i s d i c t i o n .

(b) A d d i t i o n a l  r i g h t s  and r e m e d i e s . In a d d i­
tio n  to  t h e  A u t h o r i t y ' s  r i g h t s  u n d e r  S e c t i o n  9(a), if a 
P u r c h a s e r  h a s  for a n y  r e a s o n  s u s p e n d e d  o r  r e d u c e d ,  o r  h a s  
failed t o  m a k e  o r  has b e e n  p r e v e n t e d  f r o m  m a k i n g ,  p a y m e n t s  
r e q u i r e d  u n d e r  t h i s  A g r e e m e n t ,  the A u t h o r i t y  m a y  t e r m i n a t e  
or s u s p e n d  the d e l i v e r y  of p o w e r  to t h a t  n o n - p a y i n g  P u r­
ch a s e r  if, a f t e r  c o n s u l t i n g  w i t h  the o t h e r  P u r c h a s e r s ,  t h e
A u t h o r i t y  r e a s o n a b l y  d e t e r m i n e s  th a t  s u c h  t e r m i n a t i o n  o r  
s u s p e n s i o n  is m o r e  e f f e c t i v e  t h a n  o t h e r  a v a i l a b l e  a l t e r n a­
tives in  m i n i m i z i n g  a d v e r s e  i m p a c t s  o n  s u c h  o t h e r  P u r c h a s­
ers.

(i) If t h e  A u t h o r i t y  s o  t e r m i n a t e s  o r  s u s­
p e n d s  d e l i v e r i e s ,  t h e  A u t h o r i t y  sh a l l :

(A) o f f e r  to o t h e r  P u r c h a s e r s ,  on 
t e r m s  and c o n d i t i o n s  a p p l i c a b l e  t o  o t h e r  p o w e r  
s o l d  u n d e r  t h i s  A g r e e m e n t ,  a n y  p o w e r  n o t  d e l i v­
er e d  t o  t h e  n o n - p a y i n g  P u r c h a s e r ,  a n d  if n e c e s­
s a r y  a l l o c a t e  s u c h  p o w e r  p r o  r a t a  on the b a s i s  
of  P e r c e n t a g e  S h a r e s  a m o n g  P u r c h a s e r s  a c c e p t i n g  
s u c h  offer;

(B) o f f e r  any p o w e r  n o t  s o l d  u n d e r  
S e c t i o n  9 ( b )(i)(A) t o  any q u a l i f i e d  u t i l i t y  (in­
c l u d i n g  t h e  o t h e r  Purch a s e r s )  on t e r m s  a n d  c o n­
d i t i o n s  d e e m e d  f a v o r a b l e  by t h e  A u t h o r i t y  a f t e r  
c o n s u l t a t i o n  w i t h  t h e  C o m m i t t e e ;  a n d

(C) if t h e  A u t h o r i t y  p r o j e c t s  t h a t  the 
a m o u n t s  to be  d e p o s i t e d  into t h e  R e v e n u e  Fu n d  
w i l l  n o n e t h e l e s s  be  i n s u f f i c i e n t  to  p a y  A n n u a l  
P r o j e c t  Costs, i n c r e a s e  e v e r y  o t h e r  P u r c h a s e r ' s  
P e r c e n t a g e  S h a r e  of A n n u a l  P r o j e c t  C o s t s  and 
P r o j e c t  C a p a c i t y  p r o  ra t a  to t h e  e x t e n t  a n d  for 
t h e  p e r i o d  n e c e s s a r y  to c o m p e n s a t e  for s u c h  i n­
su f f i c i e n c y ;  p r o v i d e d , t h a t  n o  P u r c h a s e r ' s  P e r­
c e n t a g e  S h a r e  s h a l l  b e  i n c r e a s e d  b y  m o r e  t h a n  
t w e n t y - f i v e  (25) p e r c e n t  a b o v e  t h e  a m o u n t  set 
f o r t h  in E x h i b i t  D w i t h o u t  t h e  w r i t t e n  c o n s e n t  
o f  t h a t  P u r c haser.

(ii) If t h e  A u t h o r i t y  d e t e r m i n e s  t h a t  the 
p r o c e s s  of o f f e r i n g  p o w e r  to o t h e r s  u n d e r  S e c t i o n s  
9 ( b ) ( i ) ( A )  o r  (B) w o u l d  d e l a y  e x e r c i s e  o f  t h e  A u t h o r­
it y ' s  r i g h t s  u n d e r  S e c t i o n  9 ( b ) ( i ) ( C ) ,  a n d  t h a t  as a
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r e s u l t  the A u t h o r i t y  w i l l  be u n a b l e  to m a k e  d e p o s i t s  
w h e n  r e q u i r e d  u n d e r  the B o n d  R e s o l u t i o n ,  t h e  A u t h o r i­
ty m a y  e x e r c i s e  its r i g h t s  u n d e r  (C) i m m e d i a t e l y  and 
t a k e  t h e  a c t i o n s  r e q u i r e d  u n d e r  (A) and (if n e c e s­
sary) u n d e r  (B) as so o n  as p r a c t i c a b l e  t h e r e a f t e r .  
N o  e x e r c i s e  b y  the A u t h o r i t y  of a n y  of its r i g h t s  (or 
a n y  f a i l u r e  by  the A u t h o r i t y  to e x e r c i s e  any of its 
rights) u n d e r  t h i s  S e c t i o n  9(b) s h a l l  r e l i e v e  any 
n o n - p a y i n g  P u r c h a s e r  of any p a y m e n t  o b l i g a t i o n  u n d e r  
t h i s  A g r e e m e n t  or r e l i e v e  s u c h  P u r c h a s e r  o f  a n y  l i a­
b i l i t y  for d a m a g e s  r e s u l t i n g  f r o m  n o n - p a y m e n t .  In 
p a r t i c u l a r ,  s a l e s  of p o w e r  u n d e r  S e c t i o n  9 ( b )(1)(A) 
a n d  (B) are i n t e n d e d  to r e d u c e  t h e  f i n a n c i a l  i m p a c t  
of a n y  P u r c h a s e r ' s  n o n - p a y m e n t  on  other, p a y i n g  P u r­
cha se r s .  S u c h  s a l e s  are n o t  i n t e n d e d  to, n o r  shall 
they, r e d u c e  the p a y m e n t  o b l i g a t i o n s  of t h e  n o n­
p a y i n g  P u r c h a s e r  o r  the d a m a g e s  f o r  w h i c h  s u c h  n o n­
p a y i n g  P u r c h a s e r  m a y  be  liable.

(iii) T o  t h e  e x t e n t  t h a t  t h e  A u t h o r i t y  
u s e s  P r o j e c t  r e s e r v e  funds to p e r m i t  it t o  m a k e  t i m e­
ly p a y m e n t s  u n d e r  t h e  B o n d  R e s o l u t i o n  f o l l o w i n g  n o n­
p a y m e n t  b y  a P u r c h a s e r ,  t h e  a m o u n t  n e e d e d  t o  r e p l e n­
ish s u c h  r e s e r v e  f u nds s h a l l  b e  a d d e d  t o  t h e  A n n u a l  
P a y m e n t  O b l i g a t i o n  of t h e  n o n - p a y i n g  P u r c h a s e r ,  and 
if t h e  n o n - p a y i n g  P u r c h a s e r  f a i l s  t o  m a k e  p a y m e n t  of 
its A n n u a l  P a y m e n t  O b l i g a t i o n  as so i n c r e a s e d ,  the 
A u t h o r i t y  m a y  e x e r c i s e  a n y  o f  t h e  r i g h t s  a v a i l a b l e  :o 
it u n d e r  t h i s  S e c t i o n  9 ( b ) .

(c) L i t i g a t i o n . If P u r c h a s e r s '  P e r c e n t a g e  
S h a r e s  a r e  i n c r e a s e d  p u r s u a n t  to S e c t i o n  9 ( b ) ( i ) ( C ) , t h e n  
t h e  A u t h o r i t y  shall, and a n y  o t h e r  P u r c h a s e r ( s )  may, i m­
m e d i a t e l y  i n i t i a t e  a n d  d i l i g e n t l y  p u r s u e  l i t i g a t i o n  in any 
c o u r t  of  c o m p e t e n t  j u r i s d i c t i o n  to  c o m p e l  full a n d  t i m e l y  
p a y m e n t  b y  t h e  n o n - p a y i n g  P u r c h a s e r ,  t o  r e c o v e r  a m o u n t s  
n e e d e d  t o  c o m p e n s a t e  P u r c h a s e r s  w h o s e  P e r c e n t a g e  S h a r e s  
h a v e  b e e n  i n c r e a s e d ,  a n d  to o b t a i n  s u c h  o t h e r  r e l i e f  as 
s h a l l  b e  f a i r  a n d  e q u i t a b l e .  T h e  s a m e  o r  s i m i l a r  l i t i g a­
t i o n  a g a i n s t  a n y  n o n - p a y i n g  P u r c h a s e r  m a y  a l s o  be i n i t i­
at e d  a n d  p u r s u e d  b y  the A u t h o r i t y  a n d / o r  b y  a n y  p a y i n g  
P u r c h a s e r  if in r e s p o n s e  to a n y  n o n - p a y m e n t  t h e  A u t h o r i t y  
t a k e s  a c t i o n  p u r s u a n t  to S e c t i o n s  9 ( b ) ( i ) ( A )  o r  ( B ) .

(d) D e f a u l t  b y  the A u t h o r i t y . In t h e  e v e n t  cf 
a n y  d e f a u l t  b y  t h e  A u t h o r i t y  u n d e r  a n y  c o v e n a n t ,  a g r e e m e n t  
or o b l i g a t i o n  u n d e r  this A g r e e m e n t  w i t h  r e s p e c t  to  a P u r­
chaser, t h a t  P u r c h a s e r  may, u p o n  t h i r t y  (30) d a y s  w r i t t e n  
n o t i c e  to t h e  A u t h o r i t y ,  b r i n g  a n y  suit, a c t i o n  or p r o­
ceedi n g ,  at l a w  o r  in equity, i n c l u d i n g  m a n d a m u s ,  i n j u n c­
ti o n  a n d  a c t i o n  f o r  s p e c i f i c  p e r f o r m a n c e ,  as m a y  b e  n e c e s­
sa r y  o r  a p p r o p r i a t e  to e n f o r c e  a n y  c o v e n a n t ,  a g r e e m e n t  cr 
o b l i g a t i o n  of t h i s  A g r e e m e n t  a g a i n s t  t h e  A u t h o r i t y .  No
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p a y m e n t  o b l i g a t i o n  of a P u r c h a s e r  u n d e r  th i s  A g r e e m e n t  is 
s u b j e c t  t o  offset, however.

S e c t i o n  10. P u r c h a s e r s 1 S y s t e m s .

(a) C h a r a c t e r  of e x p e n s e . T h e  a m o u n t s  p a y a b l e  
u n d e r  t h i s  A g r e e m e n t  a r e  o p e r a t i n g  e x p e n s e s  of e a c h  P u r­
c h a s e r ' s  System, a n d  a r e  v a l i d  a n d  b i n d i n g  o b l i g a t i o n s  of 
e a c h  P u r c h a s e r ,  p a y a b l e  o n l y  f r o m  t h e  g r o s s  r e v e n u e s  of 
s a i d  P u r c h a s e r ' s  S y s t e m  as a c o s t  of p u r c h a s e d  e l e c t r i c  
po w e r ,  a n d  n o t  p a y a b l e  fr o m  a n y  taxes.

(b) P u r c h a s e r s '  r a t e  c o v e n a n t s . In o r d e r  to 
afford, p e r m i t ,  a n d  m a k e  t i m e l y  p a y m e n t s  as s p e c i f i e d  in 
t h i s  A g r e e m e n t ,  e a c h  P u r c h a s e r  a g r e e s  t h a t  it w i l l  e s t a b­
lish, c h a r g e  a n d  c o l l e c t  rates, fees, a n d  c h a r g e s  w i t h  
r e s p e c t  t o  t h a t  P u r c h a s e r ' s  S y s t e m  in a c c o r d a n c e  w i t h  a p­
p l i c a b l e  l a w  t o  p r o v i d e  r e v e n u e s  s u f f i c i e n t  t o  m e e t  its 
o b l i g a t i o n s  u n d e r  t h i s  A g r e e m e n t  a n d  s u f f i c i e n t  to pay, 
t o g e t h e r  w i t h  a n y  o t h e r  f unds or  m o n i e s  a v a i l a b l e  t h e r e­
for, a n y  a n d  all o t h e r  a m o u n t s  p a y a b l e  f r o m  o r  w h i c h  c o n­
s t i t u t e  o r  m a y  c o n s t i t u t e  a c h a r g e  a n d  l i e n  u p o n  s u c h  r e v­
en u e s  i n c l u d i n g ,  b u t  n o t  l i m i t e d  to, a m o u n t s  s u f f i c i e n t  to 
m e e t  o b l i g a t i o n s  to s e r v i c e  d e b t  i n c u r r e d  b y  t h e  P u r c h a s e r  
to  f i n a n c e  t h e  P u r c h a s e r ' s  System.

(c) O p e r a t i o n  a n d  m a i n t e n a n c e  of P u r c h a s e r s '  
S y s t e m s . E a c h  P u r c h a s e r  c o v e n a n t s  a n d  a g r e e s  t h a t  it will 
o p e r a t e  a n d  m a i n t a i n  its S y s t e m  in g o o d  r e p air, w o r k i n g  
o r d e r  a n d  c o n d i t i o n ,  a n d  in a c c o r d a n c e  w i t h  P r u d e n t  U t i l i­
t y  P r a c t i c e .

(d) L i m i t a t i o n  on c e r t a i n  c o n t r a c t s . E a c h  P u r­
c h a s e r  c o v e n a n t s  a n d  a g r e e s  n o t  t o  e n t e r  v o l u n t a r i l y  into 
a n y  c o n t r a c t  or  a g r e e m e n t  to t a k e  o r  to t a k e  o r  p a y  for 
po w e r ,  o t h e r  t h a n  th i s  A g r e e m e n t ,  p a y a b l e  f r o m  t h e  r e v­
en u e s  of t h e  P u r c h a s e r ' s  S y s t e m  on a p a r i t y  w i t h  o r  s u p e r­
ior t o  t h e  p a y m e n t  of its o b l i g a t i o n s  u n d e r  t h i s  A g r e e­
ment, e x c e p t  t h a t  a P u r c h a s e r  m a y  e n t e r  in t o  s u c h  a c o n­
t r a c t  o r  a g r e e m e n t  of n o t  t o  e x c e e d  t w o  years' d u r a t i o n  
u n d e r  w h i c h  t h e  P u r c h a s e r ' s  p a y m e n t  o b l i g a t i o n  is on a 
p a r i t y  w i t h  t h e  p a y m e n t  of its o b l i g a t i o n s  u n d e r  th i s  A g­
ree m e n t .  T h e  l i m i t a t i o n s  of t h i s  S e c t i o n  10(d) s h a l l  not 
a p p l y  to c o n t r a c t s  or a g r e e m e n t s  c r e a t i n g  o b l i g a t i o n s  on a 
p a r i t y  w i t h  o b l i g a t i o n s  u n d e r  th i s  A g r e e m e n t  if a w r i t t e n  
o p i n i o n  f r o m  a C o n s u l t a n t  is r e n d e r e d  t h a t  (i) the c o n­
t r a c t  or  a g r e e m e n t  is r e a s o n a b l y  e x p e c t e d  to c o n t r i b u t e  to 
t h e  c o n d u c t  of t h e  b u s i n e s s  of t h e  P u r c h a s e r ' s  S y s t e m  in 
an e f f i c i e n t  a n d  e c o n o m i c a l  m a n n e r  c o n s i s t e n t  w i t h  P r u d e n t  
U t i l i t y  P r a c t i c e ,  and (ii) t h e  c o n t r a c t  o r  a g r e e m e n t  will 
n o t  i m p a i r  t h e  a b i l i t y  of t h e  P u r c h a s e r  to  r a i s e  r e v e n u e s  
s u f f i c i e n t  to m e e t  its o b l i g a t i o n s  u n d e r  t h i s  A g r e e m e n t .
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(a) A m e n d m e n t  or s u p p l e m e n t a t i o n  of B o n d  R e s o­
l u t i o n . E x c e p t  as p r o v i d e d  in S e c t i o n  12, the A u t h o r i t y  
w i l l  n o t  a m e n d  or  s u p p l e m e n t  t h e  B o n d  R e s o l u t i o n  in any 
m a n ner, or  a d o p t  a n e w  B o n d  R e s o l u t i o n  in c o n n e c t i o n  w i t h  
the r e f u n d i n g  of the Bonds, w h i c h  w o u l d  m a t e r i a l l y  a d­
v e r s e l y  a f f e c t  t h e  a b i l i t y  of a P u r c h a s e r  t o  f u l f i l l  the 
t e r m s  of  t h i s  A g r e e m e n t  or i m p o s e  a n y  i n c r e a s e d  b u r d e n  or 
o b l i g a t i o n ,  f i n a n c i a l  o r  oth e r w i s e ,  on a P u r c h a s e r ,  w i t h­
out t h e  c o n s e n t  of the P u r c h a s e r ,  unless:

(i) the C o m m i t t e e  h a s  a p p r o v e d  t h e  A u t h­
o r i t y ' s  p r o p o s e d  a c t i o n  b y  a r e s o l u t i o n  a d o p t e d  by  
t h e  a f f i r m a t i v e  v o t e  of m e m b e r s  w h o s e  P e r c e n t a g e  
S h a r e s  e q ual or e x c e e d  e i g h t y  p e r c e n t  (80%) of P r o­
je c t  C a p a c i t y  and o f  A n n u a l  P r o j e c t  Co s t s ;  or

(ii) t h e  C o m m i t t e e  b y  m a j o r i t y  v o t e  of  the 
P u r c h a s e r s  r e q u e s t s  t h a t  R e q u i r e d  P r o j e c t  W o r k  be 
p a i d  for o u t  of t h e  p r o c e e d s  of Bonds, a n d  s u c h  W o r k  
is p r o j e c t e d  to c o s t  in e x c e s s  of t h e  a m o u n t  of m o n e y  
t h e n  a v a i l a b l e  in t h e  R e n e w a l  a n d  C o n t i n g e n c y  R e s e r v e  
F u n d  e s t a b l i s h e d  p u r s u a n t  to t h e  B o n d  R e s o l u t i o n ,  
p l u s  a v a i l a b l e  i n s u r a n c e  p r o c e e d s ,  in w h i c h  event, if 
s u c h  B o n d s  c a n  t h e n  b e  l e g a l l y  i s s u e d  a n d  c a n  be 
sold, t h e  A u t h o r i t y  s h a l l  i s s u e  s u c h  Bonds, p a y a b l e  
f r o m  t h e  R e v e n u e s  of t h e  P r o j e c t  (as d e f i n e d  in the 
B o n d  R e s o l u t i o n )  , to p a y  t h e  p o r t i o n  o f  s u c h  c o s t s  
w h i c h  e x c e e d  i n s u r a n c e  p r o c e e d s ,  if any, a n d  to r e­
s t o r e  s a i d  R e s e r v e  F u n d  to  its r e q u i r e d  level.

(b) I n s u r a n c e . T h e  A u t h o r i t y  w i l l  m a i n t a i n  
p h y s i c a l  lo s s  i n s u r a n c e  t o  t h e  e x t e n t  r e q u i r e d  b y  t h e  3ond 
R e s o l u t i o n ,  a n d  t h e  A u t h o r i t y  w i l l  c o n s u l t  w i t h  t h e  C o m­
m i t t e e  as p r o v i d e d  in S e c t i o n s  12 a n d  13 w i t h  r e s p e c t  to 
t h e  d i s p o s i t i o n  of p r o c e e d s  of s a i d  i n s u r a n c e  r e c e i v e d  as 
a c o n s e q u e n c e  of p h y s i c a l  d e s t r u c t i o n  o r  i m p a i r m e n t  of the 
P r o j e c t ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  d i s p o s i t i o n  for the 
p u r p o s e  of r e d e m p t i o n  o f  Bonds, r e p l a c e m e n t  of the P r o­
ject, o r  r e p l a c e m e n t  of power. T h e  C o m m i t t e e  s h a l l  a d v i s e  
t h e  A u t h o r i t y  fr o m  t i m e  t o  t i m e  as to t h e  a p p r o p r i a t e  e x­
t e n t  of i n s u r a n c e  cover a g e .

(c) I n f o r m a t i o n . T h e  A u t h o r i t y  s h all p r o v i d e  
e a c h  P u r c h a s e r  a c o p y  of any report, c e r t i f i c a t e ,  letter, 
o r  o t h e r  c o m m u n i c a t i o n  w h i c h  t h e  A u t h o r i t y  is r e q u i r e d  to 
f u r n i s h  t o  the T r u s t e e  u n d e r  t h e  B o n d  R e s o l u t i o n  or t h a t  
t h e  T r u s t e e  f u r n i s h e s  t o  the A u t h o r i t y .

S e c t i o n  12. P u r c h a s e r s '  C o n s e n t  T o  S u p p l e m e n t a l  3cr.d 
R e s o l u t i o n s  T o  C o n s t r u c t  T h e  P r o j e c t . T h e  P u r c h a s e r s  h e r e s y  
c o n s e n t  t o  t h e  a d o p t i o n  by t h e  A u t h o r i t y  of  s u p p l e m e n t a l  Bcr.d 
R e s o l u t i o n s  p u r s u a n t  to S e c t i o n  11(a), as n e c e s s a r y  to  c o m p l y

S e c t i o n  11. Bond R e s o l u t i o n .
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w i t h  t h e  A u t h o r i t y ' s  o b l i g a t i o n  to f i n a n c e  a n d  c o n s t r u c t  the 
P r o j e c t  p u r s u a n t  t o  S e c t i o n  6(b) and t h e  A u t h o r i t y ' s  o b l i g a t i o n  
u n d e r  S e c t i o n  6(d) to u s e  its b e s t  e f f o r t s  to c o m p l e t e  t h e  P r o­
jec t  e x p e d i t i o u s l y  a n d  in a c c o r d a n c e  w i t h  s o u n d  e n g i n e e r i n g  
p r a c t i c e s  a n d  w i t h  the p r o v i s i o n s  of t h e  B o n d  R e s o l u t i o n .  The 
A u t h o r i t y  s h a l l  c o n s u l t  w i t h  the P u r c h a s e r s  r e g a r d i n g  t h e  p r o­
v i s i o n s  to b e  i n c l u d e d  in s u c h  s u p p l e m e n t a l  B o n d  R e s o l u t i o n s ,  
a n d  s h a l l  u s e  its r e a s o n a b l e  b e s t  e f f o r t s  to c o m p l y  w i t h  the 
r e q u e s t s  of the P u r c h a s e r s  w i t h  r e s p e c t  t h ereto. U n l e s s  o t h e r­
w i s e  a p p r o v e d  in a c c o r d a n c e  w i t h  S e c t i o n  11(a)(i), s u c h  s u p p l e­
m e n t a l  B o n d  R e s o l u t i o n s  shall:

(a) p r o v i d e  t h a t  the t o t a l  a m o u n t s  r e q u i r e d  for
t h e  p a y m e n t  of D e b t  S e r v i c e  w h e n  d u e  s h a l l  be, on  a n  a n­
nua l  basis, as n e a r l y  e q ual as p r a c t i c a b l e ;

(b) p r o v i d e  t h a t  t h e  final m a t u r i t y  of B o n d s  
i s s u e d  p u r s u a n t  to  su c h  s u p p l e m e n t a l  B o n d  R e s o l u t i o n s  
s h a l l  n o t  be  e a r l i e r  t h a n  t w e n t y - f i v e  (25) y e a r s  f r o m  the 
d a t e  w h e n  t h e  f i r s t  of su c h  B o nds is issued;

(c) be  s u b s t a n t i a l l y  in the f o r m  a t t a c h e d  h e r e­
to as E x h i b i t  E, e x c e p t  to the e x t e n t  t h a t  t h e  A u t h o r i t y  
f i n d s  t h a t  m o d i f i c a t i o n s  are n e c e s s a r y  to sell t h e  B o n d s  
o n  a t a x - e x e m p t  basis; and

(d) be a d o p t e d  n o  e a r l i e r  t h a n  J a n u a r y  1, 1989.

S e c t i o n  13. E s t a b l i s h m e n t  Of T h e  C o m m i t t e e .

(a) F o r m a t i o n  and c o m p o s i t i o n  of t h e  C o m m i t t e e .
T h e  p a r t i e s  a g r e e  t h a t  a P r o j e c t  M a n a g e m e n t  C o m m i t t e e
( " C ommittee") s h a l l  be  e s t a b l i s h e d  on J a n u a r y  15, 1988, or 
on s u c h  e a r l i e r  d a t e  as m a y  b e  a g r e e d  t o  b y  t h e  p a r t i e s .  
T h e  C o m m i t t e e  s h a l l  c o n s i s t  of t h e  A u t h o r i t y  a n d  t h e  P u r­
c h a s e r s  ( i n c l u d i n g  as P u r c h a s e r s  for t h i s  p u r p o s e  b o t h  
H o m e r  E l e c t r i c  A s s o c i a t i o n ,  Inc., and M a t a n u s k a  E l e c t r i c  
A s s o c i a t i o n ,  Inc., for t h e m s e l v e s  a n d  f o r  A E G & T  as a P u r­
c h a s e r  r e p r e s e n t e d  by  and t h r o u g h  t h o s e  u t i l i t i e s ) . No 
C o m m i t t e e  m e m b e r  s hall o b t a i n  an a d d i t i o n a l  v o t e  t h r o u g h  
m e r g e r  with, a c q u i s i t i o n  of, or a s s i g n m e n t  f r o m  a n y  o c h e r  
C o m m i t t e e  m e m b e r ,  a n d  A E G & T  s h all h a v e  n o  d i r e c t  vote, b u t  
s h a l l  b e  r e p r e s e n t e d  by and t h r o u g h  H o m e r  E l e c t r i c  A s s o c i­
ation, Inc., a n d  M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n ,  Inc., 
e a c h  of w h i c h  s hall be e n t i t l e d  t o  v o t e  as a P u r c h a s e r  
m e m b e r  f o r  p u r p o s e s  of C o m m i t t e e  p r o c e d u r e .  E a c h  C o m m i t­
tee  m e m b e r  e n t i t l e d  to v o t e  s h a l l  n a m e  o n e  r e p r e s e n t a t i v e  
to s e r v e  on  t h e  C o m m i t t e e  and o n e  d e s i g n a t e d  a l t e r n a t e  for 
t h a t  r e p r e s e n t a t i v e .  E a c h  s u c h  m e m b e r  s h all n o t i f y  ail 
o t h e r  m e m b e r s  in w r i t i n g  of the names, a d d r e s s e s ,  a n d  t e l­
ep h o n e  n u m b e r s  of its r e p r e s e n t a t i v e  a n d  d e s i g n a t e d  a l­
terna t e .  A f t e r  it is e s t a b l i s h e d ,  t h e  C o m m i t t e e  shall 
m e e t  n o t  less t h a n  o n c e  e a c h  qu a r t e r .  C o s t s  o f  t h e  C o m­
m i t t e e  (other t h a n  c o s t s  i n c u r r e d  b y  t h e  A u t h o r i t y )  w h i c h

B R A D L E Y  L A K E  P R O J E C T  P O W E R  S ALES A G R E E M E N T



a r e  i n c u r r e d  p r i o r  to t h e  Da t e  of C o m m e r c i a l  O p e r a t i o n  
s hall be b o r n e  b y  t h e  P u r c h a s e r s  in a c c o r d a n c e  w i t h  the 
P e r c e n t a g e  S h a r e s  of each.

(b) A d o p t i o n  of  r u l e s  of p r o c e d u r e . T h e  C o m­
mi t t e e  s hall adopt, by  t h e  a f f i r m a t i v e  v o t e  of a m a j o r i t y  
of the P u r c h a s e r s  a n d  the a f f i r m a t i v e  v o t e  of t h e  A u t h o r i­
ty, p r o c e d u r a l  r u l e s  g o v e r n i n g  the c o n d u c t  of t h e  C o m m i t­
te e ' s  affairs. S u c h  r u l e s  s hall add r e s s ,  a m o n g  o t h e r  m a t­
ters, p r o c e d u r e s  for the p e r i o d i c  s e l e c t i o n  of C o m m i t t e e  
offic e r s ,  the c o n d u c t  of C o m m i t t e e  m e e t i n g s ,  d i s p u t e  r e s­
oluti o n ,  t h e  a p p r o v a l  ( i n c l u d i n g  p o s s i b l e  p r e - a p p r o v a l )  of 
C o n s u l t a n t s ,  a n d  m o d i f i c a t i o n  of t h e  C o m m i t t e e ' s  p r o c e d u r­
al rules, and, to  t h e  e x t e n t  n o t  o t h e r w i s e  s p e c i f i e d  in 
t h i s  A g r e e m e n t ,  s u c h  r u l e s  s h a l l  a l s o  s p e c i f y  t h e  a p p l i c­
a b l e  v o t i n g  r e q u i r e m e n t s  for a p p r o v a l  of m a t t e r s  to be 
d e c i d e d  b y  t h e  C o m m i t t e e .  C o m m i t t e e  a p p r o v a l  of o p e r a­
t i o n s  and m a i n t e n a n c e  a r r a n g e m e n t s  f o r  the Pro j e c t ,  the 
s u f f i c i e n c y  of t h e  a n n u a l  b u d g e t  a n d  w h o l e s a l e  p o w e r  
rates, and t h e  u n d e r t a k i n g  of O p t i o n a l  P r o j e c t  W o r k  s hall 
r e q u i r e  t h e  a f f i r m a t i v e  v o t e  of a m a j o r i t y  of t h e  P u r c h a s­
ers a n d  t h e  a f f i r m a t i v e  v o t e  of t h e  A u t h o r i t y .

(c) C o m m i t t e e  r e s p o n s i b i l i t i e s ?  a p p r o v a l  b y  the
A u t h o r i t y .

(i) As  t h e  l e g a l  o w n e r  a n d  l i c e n s e e  of the 
Project, t h e  i s s u e r  of P r o j e c t  debt, a n d  t h e  a g e n c y  
c h a r g e d  b y  s t a t u t e  w i t h  v a r i o u s  d u t i e s  a f f e c t i n g  or 
a f f e c t e d  b y  t h e  P r o j e c t ,  t h e  A u t h o r i t y  has c e r t a i n  
n o n - d e l e g a b l e  rights, d u t ies, a n d  r e s p o n s i b i l i t i e s  
w i t h  r e s p e c t  t o  t h e  Pro j e c t .  S u b j e c t  to s u c h  n o n­
d e l e g a b l e  rights, d u t i e s ,  a n d  r e s p o n s i b i l i t i e s ,  the 
C o m m i t t e e  s h a l l  b e  r e s p o n s i b l e  for t h e  m a n a g e m e n t ,  
op e r a t i o n ,  m a i n t e n a n c e ,  a n d  i m p r o v e m e n t  of t h e  P r o­
ject, in r e c o g n i t i o n  t h a t  as t a k e - o r - p a y  p u r c h a s e r s  
of P r o j e c t  C a p a c i t y  a f t e r  t h e  D a t e  of C o m m e r c i a l  O p­
eration, t h e  P u r c h a s e r s  h a v e  s u b s t a n t i a l  l o n g - t e r m  
f i n a n c i a l  i n t e r e s t s  in, a n d  s e r v i c e  a n d  p l a n n i n g  r e­
s p o n s i b i l i t i e s  a f f e c t e d  by, t h e  Pr o j e c t .

(ii) T h e  C o m m i t t e e  s h a l l  t a k e  the f o l l o w­
ing act i o n s ,  s u b j e c t  to t h e  p r o v i s i o n s  of t h e  3cr.d 
R e s o l u t i o n ,  f e d e r a l  a n d  s t a t e  law, the r e q u i r e m e n t s  
of l i c e n s i n g  a n d  r e g u l a t o r y  a g e n c i e s ,  a n d  the r i g h t s  
o f  t h e  A u t h o r i t y  a n d  t h e  P u r c h a s e r s  u n d e r  o t h e r  p r e­
v i s i o n s  o f  t h i s  A g r e e m e n t :

(A) A r r a n g e  for t h e  o p e r a t i o n  and 
m a i n t e n a n c e  of t h e  Pro j e c t ,  a n d  the s c h e d u l i n g ,  
p r o d u c t i o n ,  a n d  d i s p a t c h  of P r o j e c t  power;

(B) E s t a b l i s h  p r o c e d u r e s  for the use 
of e a c h  P u r c h a s e r ' s  W a t e r  A l l o c a t i o n  in a m a n n e r
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c o n s i s t e n t  w i t h  the n e e d s  and d e s i r e s  of o t h e r  
P u r c h a s e r s  a n d  t h e  c a p a b i l i t i e s  of t h e  P r o j e c t ;

(C) A d o p t  in ea c h  F i s c a l  Y e a r  (and
r e v i s e  as n e c e s s a r y  o r  p r u d e n t  d u r i n g  s u c h  F i s c­
al Year) a b u d g e t  of A n n u a l  P r o j e c t  C o s t s  for 
t h a t  F i s c a l  Year, w h i c h  b u d g e t  s h a l l  b e  in an 
a m o u n t  e s t i m a t e d  b y  the C o m m i t t e e  to b e  s u f f i c­
ient to p a y  all A n n u a l  P r o j e c t  Co s t s ;

(D) E s t a b l i s h  for e a c h  F i s c a l  Y e a r
t h e  e s t i m a t e d  A n n u a l  P a y m e n t  O b l i g a t i o n  of e a c h
P ur c h a s e r ,  t o g e t h e r  w i t h  a s c h e d u l e  f o r  each
P u r c h a s e r  of e q u a l  m o n t h l y  p a y m e n t s  t h a t  such 
P u r c h a s e r  s h a l l  b e  r e q u i r e d  to m a k e  d u r i n g  t h a t  
F i s c a l  Year, w h i c h  p a y m e n t  s c h e d u l e  s h a l l  be (I) 
d e s i g n e d  to r e c o v e r  s u c h  e s t i m a t e d  A n n u a l  P a y­
m e n t  O b l i g a t i o n  f r o m  t h a t  P u r c h a s e r  d u r i n g  the 
F i s c a l  Year, and (II) r e v i s e d  d u r i n g  s u c h  Y e a r  
to r e f l e c t  a n y  r e v i s i o n s  to t h e  b u d g e t  of A n n u a l  
P r o j e c t  C o s t s  for t h a t  F i s c a l  Year;

(E) D e t e r m i n e  a f t e r  t h e  c o n c l u s i o n  of 
e a c h  F i s c a l  Y e a r  t h e  a c t u a l  A n n u a l  P r o j e c t  C o s t s  
for t h a t  F i s c a l  Year, t h e  a c t u a l  A n n u a l  Payment: 
O b l i g a t i o n  cf e a c h  P u r c h a s e r  for t h a t  F i s c a l  
Year, a n d  t h e  a m o u n t  of a n y  a d d i t i o n a l  p a y m e n t  
r e q u i r e d  f r o m  (or the a m o u n t  of a n y  r e f u n d  to be 
r e t u r n e d  to) e a c h  P u r c h a s e r  to e n s u r e  t h a t  the 
t o t a l  of all p a y m e n t s  r e c e i v e d  f r o m  e a c h  P u r­
c h a s e r  for e a c h  F i s c a l  Y e a r  is e q u a l  to  t h a t  
P u r c h a s e r ' s  a c t u a l  A n n u a l  P a y m e n t  O b l i g a t i o n  for 
t h a t  F i s c a l  Year;

(F) E v a l u a t e  a n d  s e l e c t  a m o n g  a l t e r n­
a t i v e  m e t h o d s  (if any) of c a r r y i n g  o u t  a n d  f u n d­
ing ( i n c l u d i n g  t h r o u g h  i s s u a n c e  of bonds) R e­
qu i r e d  P r o j e c t  Work;

(G) A d o p t  p r o v i s i o n s  to e v a l u a t e  and 
a p p r o v e  O p t i o n a l  P r o j e c t  Work, a n d  to  d e t e r m i n e  
t h e  c o m p e n s a t i o n  (if any) to be p r o v i d e d  in a c­
c o r d a n c e  w i t h  S e c t i o n  4(d) of t h i s  A g r e e m e n t  if 
t h e  C o m m i t t e e  a p p r o v e s  a n y  s u c h  O p t i o n a l  P r o j e c t  
Work;

(H) A d o p t  p r o c e d u r e s  c o n s i s t e n t  w i t h  
S e c t i o n  13(f) for t h e  r e s o l u t i o n  of  d i s p u t e s  
t h a t  m a y  a r i s e  b e t w e e n  or  a m o n g  t h e  P u r c h a s e r s  
a n d  the A u t h o r i t y  c o n c e r n i n g  t h e  i n t e r p r e t a t i o n  
of th i s  A g r e e m e n t ,  t h e  o b l i g a t i o n s  c r e a t e d  by 
t h i s  A g r e e m e n t ,  or t h e  p e r f o r m a n c e  o f  s u c h  o b­
l i g a t i o n s  ;
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(I) M a k e  an i n i t i a l  d e t e r m i n a t i o n  of 
" c u s t o m a r y "  i n s u r a n c e  w i t h i n  the m e a n i n g  of 
S e c t i o n  714 of the B o n d  R e s o l u t i o n  and d e t e r m i n e  
the a p p r o p r i a t e  a m o u n t  of, and obtain, i n s u r a n c e  

• for or r e l a t e d  to the P r o j e c t ,  in a d d i t i o n  to 
s u c h  i n s u r a n c e  as m a y  be r e q u i r e d  by the B o n d  
R e s o l u t i o n ;

(J) A d o p t  m a i n t e n a n c e  s c h e d u l e s  for 
t he P r o j e c t  that do  not i n t e r f e r e  u n r e a s o n a b l y  
w i t h  the o p e r a t i o n s  o f  the P u r c h a s e r s ;

(K) A d o p t  a n d  i m p l e m e n t  p r o c e d u r e s  
r e l a t i n g  to e l e c t r i c  p o w e r  r e s e r v e s  for the P r o­
jec t  in a c c o r d a n c e  w i t h  S e c t i o n  5; and

(L) C o n s i d e r  t h e  n e e d  for and a p p r o v e  
a n y  a d d i t i o n a l  a m o u n t  to b e  a d d e d  to the R e n e w a l  
a n d  C o n t i n g e n c y  R e s e r v e  F u n d  o v e r  and a b o v e  the 
R e n e w a l  a n d  C o n t i n g e n c y  R e s e r v e  R e q u i r e m e n t  p r o­
v i d e d  u n d e r  the B o n d  R e s o l u t i o n .

(iii) If a n d  w h e n  no B o n d s  are o u t s t a n d i n g  
u n d e r  the B o n d  R e s o l u t i o n ,  and the B o n d  R e s o l u t i o n  is 
t h e r e f o r e  no  l o n g e r  e f f e c t i v e ,  the C o m m i t t e e  shall 
p r o v i d e  for the e s t a b l i s h m e n t  of s u c h  a c c o u n t s  and 
the t a k i n g  o f  s u c h  a c t i o n s  as m a y  be n e c e s s a r y  to 
m a n a g e  t h e  Pro j e c t .

(d) P a y m e n t  o b l i g a t i o n  u n i m p a i r e d . N o t w i t h­
s t a n d i n g  any C o m m i t t e e  a c t i o n  or  i n a c t i o n  u n d e r  this A g­
reem e n t ,  e a c h  P u r c h a s e r ' s  o b l i g a t i o n  to m a k e  the m o n t h l y  
p a y m e n t s  n e c e s s a r y  to p a y  its P u r c h a s e r ' s  P e r c e n t a g e  S h a r e  
of  D e b t  S e r v i c e ,  c o s t s  of o p e r a t i o n  a n d  m a i n t e n a n c e ,  and 
all o t h e r  a m o u n t s  to b e  p a i d  b y  P u r c h a s e r s  u n d e r  this A g­
r e e m e n t  s h a l l  b e  a b s o l u t e  a n d  u n i m p a i r e d .

(e) T h e  A u t h o r i t y ' s  a b i l i t y  to take R e q u i r e d  
A c t i o n . In t h e  e v e n t  the C o m m i t t e e  fails to take any of 
the a c t i o n s  s e t  f o r t h  in S e c t i o n  1 3 ( c ) ( i i ) ( C ) - (E) in a 
t i m e l y  fas h i o n ,  o r  f ails to take a n y  o t h e r  a c t i o n  w h i c h  
the A u t h o r i t y  b e l i e v e s  to b e  a R e q u i r e d  A c t ion, and as a 
r e s u l t  t h e  A u t h o r i t y  d e t e r m i n e s  t h a t  it w i l l  be u n a b l e  to 
m e e t  any of its o b l i g a t i o n s  i m p o s e d  by statute, by the 
B o n d  R e s o l u t i o n ,  b y  th i s  A g r e e m e n t ,  o r  by  any l i c e n s i n g  or 
r e g u l a t o r y  agency, t h e n  the A u t h o r i t y  m a y  (i) a d o p t  a b u d­
ge t  of A n n u a l  P r o j e c t  Costs, (ii) e s t i m a t e  the A n n u a l  P a y­
m e n t  O b l i g a t i o n  of  e a c h  P u r c h a s e r ,  (iii) r e q u i r e  ea c h  P u r­
c h a s e r  to m a k e  p a y m e n t s  o n  the b a s i s  of su c h  e s t i m a t e d  
A n n u a l  P a y m e n t  O b l i g a t i o n ,  a n d  (iv) ta k e  such o t h e r  a c t i o n  
as t h e  A u t h o r i t y  d e e m s  n e c e s s a r y  to m e e t  such o b l i g a t i o n s .  
F a i l u r e  o f  the C o m m i t t e e  to a d o p t  an A n n u a l  P r o j e c t  B u d g e t  
b y  the n i n e t i e t h  (90th) d a y  p r i o r  to the b e g i n n i n g  of a 
F i s c a l  Y e a r  s h a l l  p e r m i t  the A u t h o r i t y  to a d o p t  an A n n u a l

B R A D L E Y  L A K E  P R O J E C T  P O W E R  S A L E S  A G R E E M E N T Page 22



1 9 8 7 1 1 / 1 0 3

P r o j e c t  B u d g e t  p u r s u a n t  to this s u b s e c t i o n .  All a c t i o n s  
a n d  d e t e r m i n a t i o n s  u n d e r  this S e c t i o n  13(e) shall be t a k e n  
a n d  m a d e  in a c c o r d a n c e  w i t h  P r u d e n t  U t i l i t y  Practice.

(f) P u r c h a s e r s 1 d u t i e s  a n d  r i g h t s  of r e v i e w . 
E a c h  P u r c h a s e r  s h a l l  m a k e  p a y m e n t  as r e q u i r e d  by the A u t h­
o r i t y  as a r e s u l t  o f  a n y  a c t i o n  t a k e n  b y  the A u t h o r i t y  
u n d e r  S e c t i o n  13(e), b u t  su c h  p a y m e n t  s h a l l  n o t  c o n s t i t u t e  
a w a i v e r  of  any P u r c h a s e r ' s  r i g h t s  u n d e r  this A g r e e m e n t .  
A n y  P u r c h a s e r  m a y  s e e k  r e v i e w  of  s u c h  a c t i o n  in a c c o r d a n c e  
w i t h  t h e  d i s p u t e  r e s o l u t i o n  p r o c e d u r e s  a d o p t e d  by the C o m­
mit t e e ,  o r  m a y  s e e k  to e n f o r c e  this A g r e e m e n t  j u d i c i a l l y  
in a c c o r d a n c e  w i t h  S e c t i o n  9(d) if no a p p l i c a b l e  d i s p u t e  
r e s o l u t i o n  p r o c e d u r e s  h a v e  b e e n  a dopted.

S e c t i o n  14. E n d  O f  P r o j e c t

(a) A u t h o r i t y 1s d e c l a r a t i o n . T h e  A u t h o r i t y  
s h a l l  d e c l a r e  the P r o j e c t  ended, and t h e  A u t h o r i t y ' s  o b­
l i g a t i o n s  to m a k e  p o w e r  a v a i l a b l e  to t h e  P u r c h a s e r s  a n d  to 
o p e r a t e  a n d  m a i n t a i n  (or to a s s u r e  the o p e r a t i o n  and m a i n­
t e n a n c e  of) the P r o j e c t  s h a l l  a l s o  end, if and w h e n  (i) 
s u c h  a d e c l a r a t i o n  is r e q u i r e d  u n d e r  S e c t i o n  14(b), or
(ii) t h e  P r o j e c t  c a n  no l o n g e r  be o p e r a t e d  in a c c o r d a n c e  
w i t h  P r u d e n t  U t i l i t y  P r a c t i c e .

(b) C o n s u l t a n t ' s  r e p o r t . T h e  A u t h o r i t y  s h a l l  
m a k e  t h e  d e c l a r a t i o n  d e s c r i b e d  in S e c t i o n  14(a) if all of  
the f o l l o w i n g  c o n d i t i o n s  are met:

(i) the P r o j e c t  c a n n o t  be o p e r a t e d  at full 
c a p a c i t y  in a m a n n e r  c o n s i s t e n t  w i t h  P r u d e n t  U t i l i t y  
P r a c t i c e  a b s e n t  r e pairs, m o d i f i c a t i o n s ,  or a d d i t i o n s  
("Repairs") to the P r o j e c t ;

(ii) a C o n s u l t a n t  r e t a i n e d  b y  the C o m m i t­
tee c o n c l u d e s  t h a t  s u c h  R e p a i r s  are not c o s t -  
e f f e c t i v e  in c o m p a r i s o n  w i t h  o t h e r  p o w e r  s u p p l y  a l t­
e r n a t i v e s  t h e n  a v a i l a b l e  to the P u r c h a s e r s ;  and

(iii) C o m m i t t e e  m e m b e r s  w h o  are P u r c h a s e r s  
a n d  w h o s e  P e r c e n t a g e  S h a r e s  t o t a l  e i g h t y  p e r c e n t  
(80%) v o t e  t h a t  su c h  R e p a i r s  s h o u l d  not b e  u n d e r t a k­
en.

(c) C o n s e q u e n c e s  o f  A u t h o r i t y ' s  d e c l a r a t i o n . 
A f t e r  the A u t h o r i t y  has d e c l a r e d  the P r o j e c t  ended, e a c h  
P u r c h a s e r  s h a l l  c o m p l e t e  its p a y m e n t  o b l i g a t i o n  for P r o­
ject C a p a c i t y  and a s s o c i a t e d  e n e r g y  d e l i v e r e d  to such P u r­
ch a s e r  b e f o r e  the P r o j e c t  ended, and s h a l l  d o  so by p a y i n g  
its P e r c e n t a g e  S h a r e  of A n n u a l  P r o j e c t  C o s t s  u n t i l  all 
B o n d s  h a v e  b e e n  p a i d  or p r o v i s i o n  has b e e n  m a d e  for the 
p a y m e n t  of the B o n d s  in a c c o r d a n c e  w i t h  the Bond R e s o l u­
tion; p r o v i d e d , t h a t  from the d a t e  o n  w h i c h  the A u t h o r i t y
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d e c l a r e s  the P r o j e c t  ended, A n n u a l  P r o j e c t  C o s t s  shall no 
l o n g e r  i n c l u d e  (except w i t h  C o m m i t t e e  approval) c o s t s  o t h­
er t h a n  t h o s e  set forth in S e c t i o n s  8(a)(1), 8(a) (ii),
8 (a) (iii), 8 (a) (vii) (C), and 8 (a) (vii) (D).

S e c t i o n  15. R e c o r d s . In a d d i t i o n  to m e t e r  r ecords, 
the p a r t i e s  s h a l l  k e e p  log sh e e t s  and o t h e r  r e c o r d s  as m a y  be 
n e e d e d  for the p u r p o s e s  of this A g r e e m e n t .  In k e e p i n g  b o o k s  of 
a c c o u n t ,  e a c h  P u r c h a s e r  will, to the e x t e n t  t h a t  d i f f e r e n t  
r u l e s  are n o t  p r e s c r i b e d  by this A g r e e m e n t  or by f e d e r a l  and 
s t a t e  laws or agencies, f o l l o w  the s y s t e m  of  a c c o u n t s  p r e­
sc r i b e d  for p u b l i c  u t i l i t i e s  and l i c e n s e e s  b y  the F e d e r a l  E n e r­
g y  R e g u l a t o r y  C o m m i s s i o n ,  e x c e p t  t h a t  as l o n g  as a P u r c h a s e r  is 
a b o r r o w e r  f r o m  R E A  t h e n  it s h a l l  f o l l o w  the s y s t e m  o f  a c c o u n t s  
p r e s c r i b e d  b y  R E A  for its e l e c t r i c  bor r o w e r s .

S e c t i o n  16. I n s p e c t i o n  O f  F a c i l i t i e s . F o r  p u r p o s e s  
o f  th i s  A g r e e m e n t ,  e a c h  p a r t y  may, b u t  s h a l l  n o t  be. o b l i g a t e d  
to, i n s p e c t  a n y  o t h e r  p a r t y ' s  f a c i l i t i e s  r e l a t i n g  to t h e  P r o­
j e c t  at a n y  t i m e  u p o n  r e a s o n a b l e  notice, b u t  su c h  i n s p e c t i o n  or 
f a i l u r e  t o  i n s p e c t  s h a l l  not r e n d e r  the i n s p e c t i n g  party, its 
o f f i c e r s ,  a g e n t s  or  emp l o y e e s ,  l i a b l e  o r  r e s p o n s i b l e  for any 
injury, loss, damage, or a c c i d e n t  r e s u l t i n g  f r o m  d e f e c t s  in 
s u c h  e l e c t r i c  i n s t a l l a t i o n ,  or for v i o l a t i o n  of  this A g r e e m e n t .

S e c t i o n  17. C o v e n a n t s  T o  M a i n t a i n  I n t e g r i t y  Of  A g­
r e e m e n t .

(a) R e t a i l  rate a p p r o v a l . E a c h  P u r c h a s e r  w i l l  
a f f i r m a t i v e l y  a n d  p r o m p t l y  p u r s u e  all a d m i n i s t r a t i v e  and 
j u d i c i a l  r e m e d i e s  n e c e s s a r y  to s e c u r e  A l a s k a  P u b l i c  U t i l i­
ty C o m m i s s i o n  a p p r o v a l  of r e t a i l  r a t e s  r e q u i r e d  to m e e t  
the t e r m s  of  th i s  A g r e e m e n t  w h e r e  C o m m i s s i o n  a p p r o v a l  is 
re q u i r e d .

(b) C o m p l i a n c e  w i t h  l a w . E a c h  P u r c h a s e r  w i l l  
ta k e  all n e c e s s a r y  steps to c o m p l y  w i t h  a p p l i c a b l e  f e d e r a l  
a n d  s t a t e  laws a n d  r e g u l a t i o n s ,  l i c e n s e s  a n d  p e r m i t s  r e­
la t i n g  to the use and o p e r a t i o n  of the P u r c h a s e r ' s  System.

(c) Sales, mer g e r s ,  a n d  a s s i g n m e n t s . No P u r­
ch a s e r  s h a l l  abandon, sell, m o r t g a g e ,  l e ase or o t h e r w i s e  
d i s p o s e  o f  the P u r c h a s e r ' s  S y s t e m  o r  a n y  a s s e t s  of that 
S y s t e m  ( i n c luding by  sale to or m e r g e r  w i t h  any o t h e r  
u t i l i t y ) , or a s s i g n  this A g r e e m e n t  or  any i n t e r e s t  t h e r e­
u n d e r  to any a s s i g n e e  or s u c c e s s o r  in interest, unless:

(1) such d i s p o s a l  or a s s i g n m e n t  a c c o r d s  
w i t h  the terms of any of the P u r c h a s e r ' s  c o v e n a n t s  or 
a g r e e m e n t s  w i t h  the h o l d e r s  of the P u r c h a s e r ' s  bonds, 
n o t e s  or o t h e r  e v i d e n c e s  of  i n d e b t e d n e s s  r e l a t i n g  to 
the a b a n d o n m e n t ,  sale, m o r t g a g e ,  lease or o t h e r  d i s­
po s i t i o n  of p r o p e r t y  of the P u r c h a s e r ' s  System; and
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(2) s u c h  d i s p o s a l  o r  a s s i g n m e n t  is:

(A) c o n s e n t e d  to in w r i t i n g  by  a m a j­
o r i t y  o f  the C o m m i t t e e ,  i n c l u d i n g  the A u t h o r i­
t y ’s r e p r e s e n t a t i v e ;  or

(B) m a d e  to a n o t h e r  u t i l i t y  t h a t  is 
a l r e a d y  a P u r c h a s e r  u n d e r  this A g r e e m e n t  and is 
a b l e  to m e e t  the o b l i g a t i o n s  r e s u l t i n g  from the 
d i s p o s a l  or a s s i g n m e n t ;  or

(C) l i m i t e d  to assets t h a t  the P u r­
c h a s e r  d e t e r m i n e s  to be s u r p l u s  to the n e e d s  of 
t h a t  P u r c h a s e r ' s  S y s t e m ,  b u t  the d e p r e c i a t e d  
v a l u e  of a s s e t s  so d i s p o s e d  of or  a s s i g n e d  in 
a n y  g i v e n  y e a r  s h a l l  n o t  e x c e e d  five p e r c e n t  
(5%) o f  the d e p r e c i a t e d  v a l u e  of the a s s e t s  of 
the P u r c h a s e r ' s  S y s t e m  p r i o r  to the d i s p o s a l  or 
a s s i g n m e n t ;  or

(D) e v a l u a t e d  by  a C o n s u l t a n t  and 
t h a t  C o n s u l t a n t  c e r t i f i e s  that, t a k i n g  i n t o  a c­
c o u n t  t h e  o t h e r  o b l i g a t i o n s  of the P u r c h a s e r  or 
of the a s s i g n e e  o r  s u c c e s s o r  in i n t e r e s t  (as the 
c a s e  m a y  be) , the P u r c h a s e r  o r  the a s s i g n e e  or 
s u c c e s s o r  in i n t e r e s t  '’ill ha v e  (A) s u b s t a n t i a l­
ly the same or greate : a b i l i t y  to p r o d u c e  s u f­
fi c i e n t  r e v e n u e s  to m e e t  its p a y m e n t  o b l i g a t i o n s  
as w o u l d  the P u r c h a s e r  a b s e n t  the t r a n s action,
an d  (B) the a b i l i t y  to p e r f o r m  all o b l i g a t i o n s
u n d e r  this A g r e e m e n t .

A n y  a s s i g n e e  o f  th i s  A g r e e m e n t  m u s t  a s s u m e  in w r i t i n g  all 
of the a s s i g n i n g  P u r c h a s e r ' s  o b l i g a t i o n s  h e r e u n d e r ,  m u s t  
p a y  any a m o u n t s  d u e  and o w i n g  f r o m  the a s s i g n i n g  P u r c h a s e r  
h e r e u n d e r ,  a n d  (unless the a s s i g n e e  is a l r e a d y  a P u r c h a s­
er) m u s t  p r o v i d e  the A u t h o r i t y  and t h e  P u r c h a s e r s  w i t h  an 
o p i n i o n  o f  c o u n s e l  t h a t  this A g r e e m e n t  is e n f o r c e a b l e  
a g a i n s t  the assig n e e .

(d) S t a t u s  of B o n d s . T h e  p a r t i e s  w i l l  not take 
any action, i n c l u d i n g  e n t r y  into p o w e r  sales a g r e e m e n t s ,
w h i c h  w o u l d  c a u s e  the i n t e r e s t  on a n y  B o n d  w h i c h  is o r i g­
in a l l y  i s s u e d  o n  a t a x - e x e m p t  b a s i s  to b e c o m e  t a x a b l e  u n­
der  the I n t e r n a l  R e v e n u e  C o d e  of 1986, as the same m a y  be 
a m e n d e d  f r o m  t i m e  to time.

(e) L i c e n s e s  a n d  p e r m i t s . The p a r t i e s  wi l l  
t a k e  all n e c e s s a r y  steps w i t h i n  t h e i r  c o n t r o l  to c o m p l y  
w i t h  a p p l i c a b l e  f e d e r a l  a n d  s t ate laws and r e g u l a t i o n s ,  
and to o b t a i n  a n d  t h e r e a f t e r  c o m p l y  w i t h  all a p p l i c a b l e  
l i c e n s e s  and p e r m i t s  r e l a t i n g  to the use and o p e r a t i o n  of 
the P roject, i n c l u d i n g  w i t h o u t  limit a t i o n ,  the F e d eral 
E n e r g y  R e g u l a t o r y  C o m m i s s i o n  l i c e n s e  a p p l i c a b l e  to the
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Pr o j e c t .  T h e  A u t h o r i t y  w i l l  t a k e  all n e c e s s a r y  s teps to
c a u s e  the F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  l i c e n s e  to
be  renewed, if n e c e s s a r y ,  so t h a t  it is in e f f e c t  d u r i n g  
the t e r m  of this A g r e e m e n t  o r  any r e n e w a l  hereof.

S e c t i o n  18. A s s i g n m e n t .

(a) A s s i g n m e n t  g e n e r a l l y . T h i s  A g r e e m e n t  s h all
i n u r e  to the b e n e f i t  of, a n d  s h a l l  be b i n d i n g  u p o n  the
r e s p e c t i v e  s u c c e s s o r s  and a s s i g n s  o f  the p a r t i e s  to this 
A g r e e m e n t ;  p r o v i d e d ,  t h a t  th i s  A g r e e m e n t  or a n y  i n t e r e s t  
h e r e i n  m a y  be  t r a n s f e r r e d  or  a s s i g n e d  b y  a P u r c h a s e r  o n l y  
in a c c o r d a n c e  w i t h  the p r o v i s i o n s  o f  S e c t i o n  17(c).

(b) S p e c i f i c  r i g h t s  a n d  t r a n s a c t i o n s . N o t w i t h­
s t a n d i n g  S e c t i o n s  17(c) and 18(a);

(1) A  C o o p e r a t i v e  P u r c h a s e r  s hall h a v e  the 
r i g h t  to a s s i g n  its assets, i n c l u d i n g  its r i g h t s  u n­
de r  t h i s  A g r e e m e n t  for s e c u r i t y  p u r p o s e s  to REA, or 
to a l e n d e r  or  g u a r a n t o r  in c o n n e c t i o n  w i t h  l o a n s  to 
s u c h  C o o p e r a t i v e  P u r c h a s e r  w h e r e  the p r o c e e d s  o f  such 
l oans are u s e d  to r e f i n a n c e  o b l i g a t i o n s  of s u c h  C o o p­
e r a t i v e  P u r c h a s e r  to R E A  or the F e d e r a l  F i n a n c i n g  
B a n k  u n d e r  S e c t i o n  311 o f  t h e  R u r a l  E l e c t r i f i c a t i o n  
A c t  o r  o t h e r w i s e ;  p r o v i d e d , h o w e v e r ,  t h a t  (A) n e i t h e r  
R E A  n o r  a n y  s e c u r e d  l e n d e r  or g u a r a n t o r  e x e r c i s i n g  
a n y  rights, p o w e r s  or p r i v i l e g e s  w i t h  r e s p e c t  to this 
A g r e e m e n t  u n d e r  a n y  m o r t g a g e ,  d e e d  of t r u s t  or o t h e r  
s e c u r i t y  a g r e e m e n t  s h a l l  b e  e n t i t l e d  to e x e r c i s e  the 
r i g h t s  of  the C o o p e r a t i v e  P u r c h a s e r  u n d e r  t h i s  A g r e e­
m e n t  u n l e s s  the o b l i g a t i o n s  of s u c h  C o o p e r a t i v e  
P u r c h a s e r  h e r e u n d e r  s h a l l  h a v e  b e e n  p e r f o r m e d ,  (B) no 
s u c h  a s s i g n m e n t  s h a l l  in a n y  w a y  r e l i e v e  such C o o p e r­
at i v e  P u r c h a s e r  of  any o b l i g a t i o n s  h e r e u n d e r ,  and (C)
no a s s i g n m e n t  s h a l l  b e  p e r m i t t e d  h e r e u n d e r  if such
a s s i g n m e n t  w o u l d  a d v e r s e l y  a f f e c t  the tax e x e m p t i o n
of i n t e r e s t  on any B o n d s  O u t s t a n d i n g  u n d e r  the Bond 
R e s o l u t i o n  t h a t  o r i g i n a l l y  w e r e  i s s u e d  on  a tax- 
e x e m p t  basis.

(2) A  P u r c h a s e r ' s  a g r e e m e n t  to r e s e l l  p o w­
er f r o m  the P r o j e c t  s h all n o t  b e  d e e m e d  a t r a n s f e r  or 
a s s i g n m e n t  o f  this A g r e e m e n t ,  b u t  n e i t h e r  s h all any 
s u c h  r e s a l e  of P r o j e c t  p o w e r  r e l i e v e  t h e  P u r c h a s e r  of 
an y  p a y m e n t  o b l i g a t i o n  u n d e r  th i s  A g r e e m e n t .

S e c t i o n  19. N o t i c e s ,  C o m p u t a t i o n  O f  T i m e  A n d  H o l i­
days . A n y  n o t i c e  r e q u i r e d  by this A g r e e m e n t  to be g i v e n  to ar.v
p a r t y  s h a l l  be e f f e c t i v e  w h e n  it is r e c e i v e d  by  s u c h  party, and
in c o m p u t i n g  a n y  p e r i o d  of t i m e  f r o m  s u c h  n o t ice, such p e r i o d  
s h a l l  c o m m e n c e  at 12:01 p.m. p r e v a i l i n g  ti m e  at the p l a c e  of 
r e c e i p t  on the d a t e  of r e c e i p t  o f  s u c h  notice. W h e n e v e r  this 
A g r e e m e n t  c a l l s  for n o t i c e  to or n o t i f i c a t i o n  b y  any p a r t y  the
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same (unless o t h e r w i s e  s p e c i f i c a l l y  provided) s h a l l  b e  in w r i t­
ing d i r e c t e d  to the A u t h o r i t y ' s  e x e c u t i v e  d i r e c t o r  or a P u r­
ch a s e r ' s  g e n e r a l  m a n a g e r .  If t h e  d a t e  for m a k i n g  a n y  p a y m e n t  
or p e r f o r m i n g  a n y  a c t  is a d a y  o n  w h i c h  b a n k i n g  i n s t i t u t i o n s  
are c l o s e d  in the p l a c e  w h e r e  p a y m e n t  is to b e  m a d e  or a legal 
holiday, p a y m e n t  m a y  be m a d e  or  t h e  a c t  p e r f o r m e d  o n  the n e x t  
s u c c e e d i n g  d a y  w h i c h  is n e i t h e r  a l e g a l  h o l i d a y  nor a d a y  w h e n  
b a n k i n g  i n s t i t u t i o n s  a r e  c l o s e d  in  s u c h  place.

S e c t i o n  20. A p p l i c a b l e  L a w . T h e  laws o f  the S t a t e  
of  A l a s k a  ( i n c l u d i n g  w i t h o u t  l i m i t a t i o n  the e q u a l  o p p o r t u n i t y  
laws set f o r t h  in AS  18. 8 0 . 2 2 0 ,  as the same m a y  b e  a m e n d e d  f r o m  
ti m e  to time) s h a l l  g o v e r n  the i n t e r p r e t a t i o n  a n d  a p p l i c a t i o n  
of th i s  A g r e e m e n t  a n d  the a c t i o n s  o f  the p a r t i e s  h e r e u n d e r .

S e c t i o n  21. A v a i l a b i l i t y  O f  I n f o r m a t i o n . T h e  p a r­
ties s h a l l  m a k e  a v a i l a b l e  to e a c h  ot h e r ,  for i n s p e c t i o n  and 
c o p y i n g  d u r i n g  b u s i n e s s  hours, all bo o k s ,  r e cords, p l a n s  and 
o t h e r  i n f o r m a t i o n  r e l a t i n g  to a n y  c a l c u l a t i o n  or d e t e r m i n a t i o n  
to be m a d e  p u r s u a n t  to  this A g r e e m e n t .

S e c t i o n  22. S e v e r a b i l i t y .

(a) S e v e r a b i l i t y  g e n e r a l l y . If a n y  section, 
p a r a g r a p h ,  c l a u s e  o r  p r o v i s i o n  o f  t h i s  A g r e e m e n t  or any 
a g r e e m e n t  r e f e r r e d  to in t h i s  A g r e e m e n t  s h a l l  b e  f i n a l l y  
a d j u d i c a t e d  b y  a c o u r t  o f  c o m p e t e n t  j u r i s d i c t i o n  to be 
i n v a l i d  or  u n e n f o r c e a b l e ,  t h e  r e m a i n d e r  o f  this A g r e e m e n t  
s hall be u n a f f e c t e d  b y  s u c h  a d j u d i c a t i o n  a n d  all the r e­
m a i n i n g  p r o v i s i o n s  o f  th i s  A g r e e m e n t  s h all r e m a i n  in full 
force and e f f e c t  as if s u c h  s e c t i o n ,  p a r a g r a p h ,  c l a u s e  or 
p r o v i s i o n  or a n y  p a r t  t h e r e o f  so a d j u d i c a t e d  to be i n v a l i d  
h a d  n o t  b e e n  i n c l u d e d  herein.

(b) C o r r e c t i o n  and s u b s t i t u t i o n . If any s e c­
tion, p a r a g r a p h ,  c l a u s e  or p r o v i s i o n  of this A g r e e m e n t  or 
a n y  a g r e e m e n t  r e f e r r e d  to in th i s  A g r e e m e n t  s hall be f i­
na l l y  a d j u d i c a t e d  by a c o u r t  o f  c o m p e t e n t  j u r i s d i c t i o n  to 
be i n v a l i d  or u n e n f o r c e a b l e ,  t h e n  and in su c h  e v e n t  the 
p a r t i e s  a g r e e  t h a t  th e y  s h all e x e r c i s e  t h e i r  b e s t  e f f o r t s  
to c o r r e c t  su c h  i n v a l i d a t i o n  a n d  s u b s t i t u t e  a p p r o p r i a t e  
a g r e e m e n t s  and c o n t r a c t u a l  a r r a n g e m e n t s  to a c h i e v e  the 
i n t e n t  of  this A g r e e m e n t .

(c) R e f e r e n c e s  to R E A . F r o m  a n d  a f t e r  the time 
any C o o p e r a t i v e  P u r c h a s e r  is no l o n g e r  i n d e b t e d  to REA 
u n d e r  a n y  m o r t g a g e  o r  o t h e r  s e c u r i t y  a g r e e m e n t  w i t h  REA, 
all r e f e r e n c e s  to R E A  a n d  r e q u i r e d  a p p r o v a l s  of the A d m i n­
i s t r a t o r  o f  R E A  p r o v i d e d  for in this A g r e e m e n t  s h a l l  be of 
no f u r t h e r  f o r c e  and e f f e c t  w i t n  r e s p e c t  to t h a t  C o o p e r a­
tiv e  P u r c h a s e r .

S e c t i o n  23. R e m e d i e s  C u m u l a t i v e . N o  r e m e d y  c o n f e r­
red u p o n  or r e s e r v e d  to the p a r t i e s  h e r e t o  is i n t e n d e d  to be
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e x c l u s i v e  o f  any o t h e r  r e m e d y  or  r e m e d i e s  a v a i l a b l e  h e r e u n d e r  
o r  n o w  o r  h e r e a f t e r  e x i s t i n g  at law, in equity, by  s t a t u t e  or 
o t h e r w i s e ,  b u t  e a c h  and e v e r y  s u c h  r e m e d y  s h a l l  be c u m u l a t i v e  
and s h a l l  b e  in a d d i t i o n  to e v e r y  o t h e r  s u c h  remedy.

S e c t i o n  24. W a i v e r  N o t  C o n t i n u i n g . A n y  w a i v e r  at
a n y  t i m e  b y  e i t h e r  p a r t y  to this A g r e e m e n t  of  its ri g h t s  w i t h  
r e s p e c t  to a n y  d e f a u l t  o f  the o t h e r  p a r t y  hereto, or w i t h  r e­
sp e c t  to  a n y  o t h e r  m a t t e r  a r i s i n g  in c o n n e c t i o n  w i t h  this A g ­
reement, s h all n o t  b e  c o n s i d e r e d  a w a i v e r  w i t h  r e s p e c t  to a n y  
s u b s e q u e n t  def a u l t ,  r i g h t  o r  m a t t e r .

S e c t i o n  25. S e c t i o n  H e a d i n g s . T h e  s e c t i o n  h e a d i n g s
in this A g r e e m e n t  are for c o n v e n i e n c e  only, a n d  d o  not p u r p o r t  
to, a n d  s h a l l  n o t  be d e e m e d  to, d e f i n e ,  l i m i t  or  e x t e n d  t h e  
s c o p e  or  i n t e n t  of  the s e c t i o n  to  w h i c h  t h e y  p e r t a i n .

S e c t i o n  26. M u l t i p l e  C o p i e s . T h i s  A g r e e m e n t  s h a l l
be e x e c u t e d  in s e v e r a l  c o u n t e r p a r t s ,  e a c h  o f  w h i c h  s h a l l  b e  an
o r i g i n a l ,  b u t  all of  w h i c h  s h a l l  c o n s t i t u t e  o n e  a n d  t h e  same 
i n s t r u m e n t .

S e c t i o n  27. C o v e n a n t  T o  A c t  In G o o d  F a i t h . In o r d e r  
to p e r m i t  t h i s  A g r e e m e n t ,  t h r o u g h o u t  its term, to be f u l l y  e f­
f e c t i v e  in a c c o r d a n c e  w i t h  the o r i g i n a l  i n t e n t  of the p a r t i e s ,  
e a c h  p a r t y  a g r e e s  t h a t  it s h a l l  at all t i m e s  a c t  in g o o d  f a i t h  
in p e r f o r m i n g  its o b l i g a t i o n s  a n d  in e x e r c i s i n g  its r i g h t s  
u n d e r  t h i s  A g r e e m e n t .

S e c t i o n  28. N o  T h i r d  P a r t y  B e n e f i c i a r i e s . N o t w i t h­
s t a n d i n g  t h a t  the o p e r a t i o n  o f  th i s  A g r e e m e n t  m a y  a n d  is i n­
te n d e d  to c o n f e r  b e n e f i t s  o n  t h i r d  p a r t i e s  w h o  are n o t  s i g n a­
tor i e s  to t h i s  A g r e e m e n t ,  this A g r e e m e n t  s h a l l  b e  e n f o r c e a b l e  
o n l y  in a c c o r d a n c e  w i t h  its p r o v i s i o n s  e x p r e s s l y  g o v e r n i n g  e n­
force m e n t .  In p r o m i s i n g  p e r f o r m a n c e  to o n e  a n o t h e r  u n d e r  this 
A g r e e m e n t ,  the p a r t i e s  i n t e n d  to c r e a t e  b i n d i n g  l egal o b l i g a­
tions  to a n d  r i g h t s  of e n f o r c e m e n t  in (a) one a n other, and (b) 
s u c h  a s s i g n e e s  o r  s u c c e s s o r s  in i n t e r e s t  of  the p a r t i e s  as m a y  
e n j o y  a r i g h t  to e n f o r c e  th i s  A g r e e m e n t  b y  v i r t u r e  of  p r o v i s­
ions o f  th i s  A g r e e m e n t  t h a t  e x p r e s s l y  c r e a t e  s u c h  a r i g h t  in 
such a s s i g n e e s  or s u c c e s s o r s  in inter e s t .  By e n t e r i n g  into 
this A g r e e m e n t ,  the p a r t i e s  e x p r e s s l y  do  n o t  i n t e n d  to c r e a t e  
any o b l i g a t i o n  or p r o m i s e  any p e r f o r m a n c e  to a n y  o t h e r  t h i r d  
party, n o r  h a v e  the p a r t i e s  c r e a t e d  for any o t h e r  t h i r d  p a r t y  
any r i g h t  to e n f o r c e  this A g r e e m e n t .

S e c t i o n  29. E x c e s s  P a y m e n t s .

(a ) P a y m e n t s  in R e c o g n i t i o n  o f  E f f o r t s  to O b ­
tai n  I n t e r t i e . In r e c o g n i t i o n  of the R a i l b e l t  E n e r g y  
C o u n c i l ' s  c o m m i t m e n t  to  c o n t i n u e  e f f o r t s  to o b t a i n  a s a t­
is f a c t o r y  t r a n s m i s s i o n  i n t e r t i e  b e t w e e n  F a i r b a n k s  a n d  the 
K e n a i  P e n i n s u l a ,  and the R a i l b e l t  E n e r g y  C o u n c i l ' s  r e c o g­
ni t i o n  o f  the i m p o r t a n c e  of  s u c h  an i n t e r t i e  to the w e l l -
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b e i n g  of  the R a i l b e l t  r e g i o n  and the P u r c h a s e r s '  r a t e p a y­
ers, a n d  in a n t i c i p a t i o n  o f  l e g i s l a t i v e  f u n d i n g  o f  su c h  an 
i n t e r t i e ,  the P u r c h a s e r s  a g r e e  to m a k e  the p a y m e n t s  d e­
sc r i b e d  b e l o w  in e x c e s s  of  a c t u a l  d e b t  s e r v i c e  r e q u i r e d  
for r e t i r e m e n t  o f  B o n d s  i s s u e d  to pay R e c o v e r a b l e  C o n­
s t r u c t i o n  Costs. The P u r c h a s e r s '  o b l i g a t i o n s  to m a k e  p a y­
m e n t  u n d e r  t h i s  S e c t i o n  29 are n o t  c o n t i n g e n t  u p o n  the 
s u c c e s s  of s u c h  c o n t i n u e d  e f f o r t s  to o b t a i n  a s a t i s f a c t o r y  
t r a n s m i s s i o n  i n t e r t i e  b e t w e e n  F a i r b a n k s  a n d  the K e n a i  P e n­
insula.

(b) C a l c u l a t i o n  of E x c e s s  P a y m e n t  A m o u n t . S u b­
je c t  to the l i m i t a t i o n s  s e t  f o r t h  m  S e c t i o n s  29(e) and 
29(f), u p o n  the r e t i r e m e n t  of  all B o n d s  i s s u e d  to p a y  R e­
c o v e r a b l e  C o n s t r u c t i o n  C o s t s  (and of  all B o n d s  i s s u e d  to 
r e f u n d  s u c h  Bonds) a n d  the c o n s e q u e n t  r e d u c t i o n  of D e b t  
S e r v i c e  i n c l u d a b l e  in A n n u a l  P r o j e c t  Costs, t h e r e  s h a l l  be 
a d d e d  to a n d  i n c l u d e d  in A n n u a l  P r o j e c t  C o s t s  an a m o u n t  
(the " E x c e s s  P a y m e n t  A m o u n t " )  c a l c u l a t e d  as follows:

(i) T h e  a v e r a g e  a n n u a l  D e b t  S e r v i c e  on 
s u c h  r e t i r e d  Bonds, less

(ii) a n y  d e b t  s e r v i c e  i n c l u d e d  in A n n u a l  
P r o j e c t  C o s t s  t h a t  is a s s o c i a t e d  w i t h  b o n d s  or o t h e r  
d e b t  i s s u e d  to fund R e q u i r e d  P r o j e c t  Work.

In no e v e n t  shall the E x c e s s  P a y m e n t  A m o u n t  be negat i v e .

(c) P a y m e n t  of E x c e s s  P a y m e n t  A m o u n t . E a c h  
P u r c h a s e r  s h a l l  p a y  its P e r c e n t a g e  S h a r e  of  the E x c e s s  
P a y m e n t  A m o u n t  as p a r t  of t h a t  P u r c h a s e r ' s  A n n u a l  P a y m e n t  
O b l i g a t i o n  so l o n g  as t h a t  P u r c h a s e r  c o n t i n u e s  to p u r c h a s e  
P r o j e c t  p o w e r  u n d e r  th i s  A g r e e m e n t  or  a n y  r e n e w a l  thereof.

(d) D i s p o s i t i o n  o f  P a y m e n t s . A l l  E x c e s s  P a y­
m e n t  A m o u n t s  r e c e i v e d  f r o m  P u r c h a s e r s ,  a n d  all a d d i t i o n a l  
c h a r g e s  p a i d  p u r s u a n t  to S e c t i o n  29(b), s h a l l  be p a i d  to 
t h e  A u t h o r i t y  for d e p o s i t  i n t o  the R a i l b e l t  E n e r g y  Fund.

(e) L i m i t a t i o n . N o t w i t h s t a n d i n g  any o t h e r  p r o­
v i s i o n  o f  this S e c t i o n  29, no P u r c h a s e r ' s  A n n u a l  P a y m e n t  
O b l i g a t i o n  s h all i n c l u d e  a c h a r g e  w i t h  r e s p e c t  to any E x­
ce s s  P a y m e n t  A m o u n t  in e x c e s s  of four c e n t s  ($0.04) per 
k i l o w a t t h o u r  of  P r o j e c t  p o w e r  d e l i v e r e d  to s u c h  P u r c h a s e r .

(f) D u r a t i o n .  T h e  p r o v i s i o n s  of  this S e c t i o n  
29 s hall n o t  s e r v e  to e x t e n d  the t e r m  of t h i s  A g r e e m e n t  or 
a n y  r e n e w a l  t h e r e o f ,  a n d  s h a l l  c e a s e  to be  e f f e c t i v e  u p o n  
the e x p i r a t i o n  o r  t e r m i n a t i o n  of th i s  A g r e e m e n t  (as the 
s a m e  m a y  b e  e x t e n d e d  t h r o u g h  a n y  r e n e w a l  t h e r e o f ) .
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(a) C o n t r a c t s  a c k n o w l e d g e d . T h e  p a r t i e s  r e c o g­
niz e  t h a t  H o m e r  E l e c t r i c  A s s o c i a t i o n ,  Inc. ("HEA") and 
M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n ,  Inc. ("MEA"), h a v e  p r e v i­
o u s l y  e n t e r e d  into c o n t r a c t s  w i t h  the A l a s k a  E l e c t r i c  G e n­
e r a t i o n  & T r a n s m i s s i o n  C o o p e r a t i v e ,  Inc. ("AEG&T"), and 
t h a t  u n d e r  s u c h  c o n t r a c t s  A E G & T  is to sell and H E A  a n d  M E A  
a re to b u y  e l e c t r i c  p o w e r  in a m o u n t s  n e c e s s a r y  to m e e t  the 
full r e q u i r e m e n t s  o f  H E A  a n d  MEA, s u c h  p o w e r  to be g e n­
e r a t e d  b y  A E G & T  o r  to be p u r c h a s e d  b y  A E G & T  f r o m  o t h e r  
s u p p l i e r s .  U n d e r  this A g r e e m e n t ,  t h e r e f o r e ,  A E G & T  is a 
P u r c h a s e r  on b e h a l f  o f  H E A  a n d  MEA, a n d  A E G & T ' s  p a y m e n t  
o b l i g a t i o n s  are s e c u r e d  by  H E A ' s  a n d  M E A ' s  r e s p e c t i v e  o b­
li g a t i o n s  to p r o v i d e  at  all t i m e s  t h e  m o n i e s  n e c e s s a r y  for 
the p e r f o r m a n c e  o f  A E G & T ' s  p a y m e n t  o b l i g a t i o n s ,  as m o r e  
f u l l y  d e s c r i b e d  in S e c t i o n  30(b).

(b) T r e a t m e n t  of  H E A  a n d  M E A  as P u r c h a s e r s  for 
c e r t a i n  p u r p o s e s . H E A  a n d  M E A  s h a l l  h a v e  all the r i g h t s  
a n d  o b l i g a t i o n s  o f  i n d i v i d u a l  P u r c h a s e r s  a n d / o r  C o o p e r a­
tiv e  P u r c h a s e r s  w i t h  r e s p e c t  to S e c t i o n s  2(a), 4(d), 6(e), 
8(a) (vii) (D) , 10, 13(c), 13(d), 15, 17, 18, 31, a n d  32, 
u n l e s s  the c o n t e x t  o t h e r w i s e  r e q u i r e s .  If A E G & T  at any 
t i m e  fails to m e e t  its p a y m e n t  o b l i g a t i o n s  u n d e r  th i s  A g­
ree m e n t ,  t h e n  to t h e  e x t e n t  o f  s u c h  f a i l u r e  b y  A E G & T  and 
for so lo n g  as s u c h  f a i l u r e  c o n t i n u e s ,  H E A  a n d  M E A  s h all 
e a c h  be  o b l i g a t e d  t o  m e e t  d i r e c t l y  its r e s p e c t i v e  s h a r e  of 
A E G & T ' sj p a y m e n t  o b l i g a t i o n s  in t h e  sa m e  m a n n e r  as if HEA 
a nd M E A  w e r e  i n d i v i d u a l  P u r c h a s e r s  o b l i g a t e d  to m a k e  p a y­
m e n t  in a c c o r d a n c e  w i t h  S e c t i o n  7 and S e c t i o n  9. All 
r i g h t s  a n d  r e m e d i e s  a v a i l a b l e  to t h e  A u t h o r i t y  a n d / o r  to 
t he o t h e r  P u r c h a s e r s  a g a i n s t  A E G & T  s h a l l  a l s o  b e  a v a i l a b l e  
to t h e  A u t h o r i t y  and the o t h e r  P u r c h a s e r s  a g a i n s t  H E A  and 
M E A  t o  the e x t e n t  of  the r e s p e c t i v e  i n d i v i d u a l  s h a r e  of 
H E A  a n d / o r  MEA, as a p p l i c a b l e .  F o r  p u r p o s e s  of t h i s  S e c­
t i o n  30(b), H E A ' s  s h a r e  s h a l l  be a P e r c e n t a g e  S h a r e  of 
P r o j e c t  C a p a c i t y  e q u a l  to 12.0 p e r c e n t ,  a n d  M E A ' s  s hare 
s h a l l  b e  a P e r c e n t a g e  S h a r e  of P r o j e c t  C a p a c i t y  e q u a l  to 
13.8 p ercent.

(c) A r r a n g e m e n t s  a m o n g  HEA, MEA, a n d  A E G & T . In 
a c c o r d a n c e  w i t h  the p r o v i s i o n s  of S e c t i o n  30(a) a n d  s u b­
jec t  to the p r o v i s i o n s  of S e c t i o n  30(b), A E G & T  as a P u r­
c h a s e r  h e r e u n d e r  s hall act o n  b e h a l f  o f  H E A  a n d  M E A  for 
p u r p o s e s  o f  p o w e r  d e l i v e r i e s ,  b i l l i n g ,  pa y m e n t ,  n o t i f i c a­
tion, and o t h e r  c o m m u n i c a t i o n s  u n d e r  this A g r e e m e n t .  
A E G & T  s h a l l  be, on b e h a l f  of H E A  a n d / o r  MEA, the P u r c h a s e r  
f r o m  the A u t h o r i t y  a n d  the r e - s e l l e r  to H E A  a n d / o r  M E A  of 
p o w e r  to be t a k e n  b y  H E A  a n d / o r  b y  M E A  u n d e r  this A g r e e­
ment. Fur t h e r ,  A E G & T  w i l l  r e c e i v e ,  on  b e h a l f  o f  H E A  
a n d / o r  MEA, a l l  b i l l i n g s  and o t h e r  c o m m u n i c a t i o n s  u n d e r

S e c t i o n  30. S p e c i a l  A r r a n g e m e n t s  R e g a r d i n g  A E G & T .
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this A g r e e m e n t ,  and A E G & T  w i l l  be r e q u i r e d  to pay su c h  
b i l l s  for a n d  on b e h a l f  of H E A  a n d / o r  M E A  f r o m  funds m a d e  
a v a i l a b l e  to A E G & T  by  H E A  a n d / o r  M E A  for this purpose.

S e c t i o n  31. C a p i t a l i z a t i o n  O f  C e r t a i n  C o s t s  Of P u r­
ch a s e r s  .

(a) P r o m p t l y  a f t e r  the C o m m i t t e e  is formed, and 
b e f o r e  the A u t h o r i t y  f i r3t is s u e s  Bonds, the P u r c h a s e r  
m e m b e r s  o f  the C o m m i t t e e  s h a l l  d e t e r m i n e  b y  the a f f i r m a­
tive v o t e  of  m e m b e r s  w h o s e  P e r c e n t a g e  S h a r e s  e q u a l  or e x­
c e e d  e i g h t y  p e r c e n t  (80%) of  P r o j e c t  C a p a c i t y  a n d  of A n­
nu a l  P r o j e c t  Costs:

(i) w h e t h e r  a n d  to w h a t  e x t e n t  the c o s t s  
b o r n e  b y  the P u r c h a s e r s  p u r s u a n t  to the l a s t  s e n t e n c e  
of  S e c t i o n  13(a) s h o u l d  b e  c a p i t a l i z e d  t h r o u g h  i s s u­
anc e  of  a d d i t i o n a l  Bonds, w i t h  the c o s t s  o f  d e b t  s e r­
v i c e  o n  t h o s e  a d d i t i o n a l  B o n d s  to b e  a d d e d  to  A n n u a l  
P r o j e c t  Costs? a n d

(ii) w h e t h e r  a n d  to w h a t  e x t e n t  the c o s t s  
i n c u r r e d  b y  the i n d i v i d u a l  P u r c h a s e r s  in c o n j u n c t i o n  
w i t h  t h i s  A g r e e m e n t  p r i o r  to the D a t e  o f  C o m m e r c i a l  
O p e r a t i o n  s h o u l d  b e  c a p i t a l i z e d  a n d  r e i m b u r s e d  
t h r o u g h  i s s u a n c e  o f  a d d i t i o n a l  Bonds, a n d  w h e t h e r  and 
to w h a t  e x t e n t  t h e  c o s t s  of  d e b t  s e r v i c e  o n  t h o s e  
a d d i t i o n a l  B o n d s  s h o u l d  b e  a d d e d  to A n n u a l  P r o j e c t  
C o s t s  a n d  a l l o c a t e d  a m o n g  P u r c h a s e r s  e i t h e r  in a c­
c o r d a n c e  w i t h  t h e i r  r e s p e c t i v e  P e r c e n t a g e  S h a r e s  or 
in s o m e  o t h e r  m a n n e r .

(b) If t h e  P u r c h a s e r s  p r o v i d e  the A u t h o r i t y  
w i t h  a w r i t t e n  d e t e r m i n a t i o n  t h a t  a d d i t i o n a l  B o n d s  s h o u l d  
b e  i s s u e d  for e i t h e r  o r  b o t h  of the f o r e g o i n g  p u r p o s e s ,  
t h e n  n o t w i t h s t a n d i n g  any o t h e r  p r o v i s i o n  of  this A g r e e­
ment, the A u t h o r i t y  s h all i s s u e  a d d i t i o n a l  B o n d s  in the 
r e q u i s i t e  p r i n c i p a l  amount, a l l o c a t e  the p r o c e e d s  o f  such 
a d d i t i o n a l  B o n d s  a m o n g  the a p p r o p r i a t e  P u r c h a s e r s  in a c­
c o r d a n c e  w i t h  s u c h  w r i t t e n  d e t e r m i n a t i o n ,  a n d  i n c l u d e  the 
c o s t s  o f  d e b t  s e r v i c e  on s u c h  a d d i t i o n a l  B o n d s  in A n n u a l  
P r o j e c t  Co s t s ;  p r o v i d e d , t h a t  the A u t h o r i t y  s h a l l  not be 
o b l i g a t e d  to i s s u e  su c h  a d d i t i o n a l  B o n d s  u n l e s s  the A u t h­
o r i t y  is r e a s o n a b l y  a b l e  to do  so in c o n j u n c t i o n  w i t h  the 
i s s u a n c e  o f  o t h e r  Bonds? and p r o v i d e d  further, t h a t  the 
a l l o c a t i o n  a m o n g  P u r c h a s e r s  of  the c osts of d e b t  s e r v i c e  
o n  a d d i t i o n a l  B o n d s  i s s u e d  for the p u r p o s e  set f o r t h  in 
S e c t i o n  3 1 (a)(ii) s h a l l  be m a d e  in the m a n n e r  s p e c i f i e d  in 
s u c h  w r i t t e n  d e t e r m i n a t i o n .

S e c t i o n  32. E f f o r t s  To O b t a i n  I n t e r t i e . T h e  P u r­
c h a s e r s  r e c o g n i z e  the i m p o r t a n c e  of the c o m p l e t i o n  o f  a s a t i s­
fa c t o r y  h i g h - c a p a c i t y  F a i r b a n k s  to K e n a i  P e n i n s u l a  t r a n s m i s s i o n
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inter t i e ,  a n d  o f  full $218 m i l l i o n  f u n d i n g  for the Project, and 
a g r e e  to c o n t i n u e  all r e a s o n a b l e  e f f o r t s  to o b t a i n  s u f f i c i e n t  
s t a t e  f u n d i n g  for su c h  t r a n s m i s s i o n  i n t e r t i e  and B r a d l e y  Lake.

19 8 711/103

IN W I T N E S S  W H E R E O F ,  the p a r t i e s  ha v e  c a u s e d  this A g­
r e e m e n t  to b e  e x e c u t e d  the d a y  and y e a r  f irst a b o v e  w r itten.

T H E  A L A S K A  P O W E R  A U T H O R I T Y

B y ________________________________________

A s ______________________________________

A L A S K A  E L E C T R I C  G E N E R A T I O N  & T R A N S M I S S I O N  C O O P E R A T I V E ,  INC.

B y ______________________________________

As______________________________________

C H U G A C H  E L E C T R I C  A S S O C I A T I O N ,  INC.

B y ________________________________________

A s ______________________________________

H O M E R  E L E C T R I C  A S S O C I A T I O N ,  INC.

B y ________________________________________

As
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G O L D E N  V A L L E Y  E L E C T R I C  A S S O C I A T I O N ,  INC.

By________________________________________

AS_____________________________________________

M A T A N U S K A  E L E C T R I C  A S S O C I A T I O N ,  INC.

  ‘

A s ______________________________________

T H E  M U N I C I P A L I T Y  O F  A N C H O R A G E  d / b / a  M U N I C I P A L  L I G H T  A N D  P O W E R

By________________________________________

A s ___________________

T H E  C I T Y  O F  S E W A R D  d / b / a  S E W A R D  E L E C T R I C  S Y S T E M

By________________________________________

As
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A L A S K A  P O W E R  A U T H O R I T Y

P O W E R  R E V E N U E  B O N D  R E S O L U T I O N

3E IT R E S O L V E D  b y  the B o a r d  of D i r e c t o r s  of the 
A l a s k a  P o w e r  A u t h ority, as follows:

A R T I C L E  I

D e f i n i t i o n s  and S t a t u t o r y  A u t h o r i t y

101. D e f i n i t i o n s . The f o l l o w i n g  t erms shall, for all 
p u r p o s e s  of this Resolution, h a v e  the f o l l o w i n g  m e a n i n g s : -

" A c c o u n t a n t ' s  C e r t i f i c a t e "  shall m e a n  a c e r t i f i c a t e  
s i g n e d  b y  a f i r m  of i n d e p e n d e n t  c e r t i f i e d  p u b l i c  a c c o u n t a n t s  of 
r e c o g n i z e d  n a t i o n a l  standing, s e l e c t e d  b y  the A u t h o r i t y  and 
a p p r o v e d  in w r i t i n g  by  the T r u s t e e  (which a p p r o v a l  shall not be 
u n r e a s o n a b l y  wit h h e l d ) ,  w h i c h  m a y  be the f i r m  of a c c o u n t a n t s  
w h i c h  r e g u l a r l y  audits the b o o k s  of the A u t h o r i t y ,  p r o v i d e d  
that, if the T r u s t e e  shall fail to so approve, it shall d e l i v e r  
to the A u t h o r i t y  a s t a t e m e n t  of its r e a s o n s  for s u c h  failure.

"Act" shall m e a n  T i t l e  44, C h a p t e r  83 of the A l a s k a  
S t a t u t e s  (AS 44.83) as the same m a y  be a m e n d e d  or s u p p l e m e n t e d  
from time to time.

" A d d i t i o n a l  3onds" shall m e a n  B o n d s  a u t h e n t i c a t e d  and 
d e l i v e r e d  p u r s u a n t  to S e c t i o n  204.

" A g g r e g a t e  D e b t  S ervice" for a n y  p e r i o d  shall mean, 
as of any da t e  of cal c u l a t i o n ,  the sum of the a m o u n t s  of De b t  
S e r v i c e  for s u c h  p e r i o d  w i t h  r e s p e c t  to all Series.

"A n nual Budget" shall m e a n  the a n n u a l  budget, as 
a m e n d e d  o r  supple m e n t e d ,  a d o p t e d  or in e f f e c r  for a p a r t i c u l a r  
F i s c a l  Y e a r  as p r o v i d e d  in S e c t i o n  709.

"A n nual P r o j e c t  Co s t s "  shall h a v e  the m e a n i n g  g i v e n  
it in S e c t i o n  8 of the P o w e r  Sales A g r e e m e n t .

" A u t h o r i t y "  shall m e a n  the A l a s k a  P o w e r  A u t h o r i t y  
o r g a n i z e d  and e x i s t i n g  u n d e r  the Act.

" A u t h o r i z e d  O f f i c e r "  shall m e a n  the C h a i r m a n  of the 
B o a r d  of D i r e c t o r s ,  V i c e  C h a i r m a n  of the B o a r d  of Directors,



E x e c u t i v e  Director, S e c r e t a r y  or T r e a s u r e r  or any o f f i c e r  o r  
e m p l o y e e  of the A u t h o r i t y  a u t h o r i z e d  to p e r f o r m  sp e c i f i c  ac t s  or 
d u t i e s  b y  r e s o l u t i o n  d u l y  a d o pted b y  the B o a r d  of Directors.

"B o a r d  of D i r e c t o r s "  shall m e a n  the B o a r d  of D i r e c­
tors of the Aut h o r i t y .

"Bond" or "Bonds" shall m e a n  any b o n d  or bonds, note 
or notes, or e v i d e n c e  of i n d e b t e d n e s s  or e v i d e n c e s  of i n d e b t e d­
ness, as the case m a y  be, a u t h e n t i c a t e d  and d e l i v e r e d  u n d e r  and 
p u r s u a n t  to, and e n t i t l e d  to the benefit' and s e c u r i t y  of, this 
R e solution.

" B o n d h o l d e r "  or "Holder of  Bonds" shall m e a n  any 
p e r s o n  w h o  shall b e  the r e g i s t e r e d  o w n e r  of any B o n d  or Bonds.

"Bond R e g i s t r a r "  shall m e a n  the T r u s t e e  or any o t h e r  
b a n k  or t r u s t  c o m p a n y  o r g a n i z e d  u n d e r  the laws of any state of 
the U n i t e d  S t a t e s  of A m e r i c a  or any n a t i o n a l  b a n k i n g  a s s o c i a t i o n  
a p p o i n t e d  b y  the A u t h o r i t y  to p e r f o r m  the d u t i e s  of Bo n d  R e g i s­
trar e n u m e r a t e d  in  S e c t i o n  703.

"Bond Year" shall m e a n  e a c h  p e r i o d  of 12 c a l e n d a r  
m c n t h s  e n d i n g  on e a c h  Ju l y  1.

" C a p i t a l  I m p r o v e m e n t s "  shall m e a n  (a) repairs, 
m a i n t e n a n c e ,  renewals, r e p lacements, i m p r o v e m e n t s  or b e t t e r m e n t s  
r e q u i r e d  b y  f e d e r a l  or state law, a l i c e n s i n g  or r e g u l a t o r y  
a g e n c y  w i t h  j u r i s d i c t i o n  over the Project, or the P ower Sales 
Agreement, o r  o t h e r w i s e  n e c e s s a r y  to keep the P r o ject in g o o d  
and e f f i c i e n t  o p e r a t i n g  condition, c o n s i s t e n t  wi t h  (1) s ound 
e c o n o m i c s  for the P r o j e c t  and the P u r c h a s e r s  and (2) n a t i o n a l  
s t a n d a r d s  for the industry, w h i c h  C a p i t a l  Impr o v e m e n t s  c o n s t i­
tute R e q u i r e d  P r o j e c t  W o r k  u n d e r  the P o w e r  S ales Agreement; or
(b) repairs, r e n e w a l s  and replac e m e n t s ,  improvements, b e t t e r­
ments, a d d i t i o n s  or  e x p a n s i o n s  w h i c h  C a p i t a l  Impr o v e m e n t s  do  not: 
c o n s t i t u t e  R e q u i r e d  P r o j e c t  Work, b u t  w h i c h  in each case are 
a p p r o v e d  b y  the C o m m i t t e e  as O p t i o n a l  P r o j e c t  W o r k  p u r s u a n t  to 
the P o w e r  S a l e s  Agr e e m e n t .  For p u r p o s e s  of this Resolution, 
" n a t i o n a l  s t a n d a r d s  for the indus t r y "  shall m e a n  Pruder.- U t i l i t y  
Practice.

" C a p i t a l  R e s e r v e  Fund" shall m e a n  the C a p i t a l  R e s e r v e  
F u n d  e s t a b l i s h e d  in S e c t i o n  502.

" C a p i t a l  R e s e r v e  R e q u i r e m e n t "  shall m e a n  (i) an 
a m o u n t  equal to the lesser of M a x i m u m  A g g r e g a t e  D e b t  S e r v i c e  or 
ten p e r  c e n t  of the p r o c e e d s  of Bonds; or (ii) such o t h e r  l e s s e r  
a m o u n t  as is r e q u i r e d  in o r d e r  to m a i n t a i n  the t a x - e x e m p t  s t a t u s  
of the Bonds.
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"Code" shall m e a n  the Internal R e v e n u e  C o d e  of 1986,

" C o m m i t t e e "  shall m e a n  the P r o j e c t  M a n a g e m e n t  C o m m i t­
tee e s t a b l i s h e d  in the P o w e r  Sales A g r e e m e n t .

" C o n s t r u c t i o n  E n g i n e e r "  m e a n s  an i n d e p e n d e n t  e n g i n e e r  
or e n g i n e e r i n g  f i r m  or c o r p o r a t i o n  h a v i n g  a n a t i o n w i d e  and 
f a v o r a b l e  r e p u t a t i o n  a n d  d e m o n s t r a t e d  e x p e r i e n c e  in the f ield of 
c o n s t r u c t i o n  e n g i n e e r i n g  and c o n s t r u c t i o n  m a n a g e m e n t  at the time 
r e t a i n e d  b y  the A u t h o r i t y  to p e r f o r m  the acts a n d  c a r r y  out the 
du t i e s  p r o v i d e d  for s u c h  C o n s t r u c t i o n  E n g i n e e r  in this R e s o l u­
tion.

" C o n s t r u c t i o n  Fund" shall m e a n  the C o n s t r u c t i o n  Fu n d  
e s t a b l i s h e d  in S e c t i o n  502.

" C o n s u l t i n g  E n g i n e e r "  m e a n s  an i n d e p e n d e n t  e n g i n e e r  
or e n g i n e e r i n g  fi r m  o r  c o r p o r a t i o n  h a v i n g  a n a t i o n w i d e  and 
f a v o r a b l e  r e p u t a t i o n  a n d  d e m o n s t r a t e d  e x p e r i e n c e  in the f i e l d  of 
c o n s u l t i n g  e n g i n e e r i n g  for p o w e r  s y s t e m s  at the time r e t a i n e d  by
the A u t h o r i t y  p u r s u a n t  to S e c t i o n  708 to p e r f o r m  the acts a n d
c a r r y  out the d u t i e s  p r o v i d e d  for such C o n s u l t i n g  E n g i n e e r  in 
this Resolu t i o n .

"Cost of A c q u i s i t i o n  and C o n s t r u c t i o n "  shall m e a n  all 
c o sts and e x p e n s e s  of plann i n g ,  designing, acquiring, c o n­
structing, i n s t a l l i n g  and f i n a n c i n g  the P r o j e c t  or a C a p i t a l  
Improvement, p l a c i n g  the P r o j e c t  or a C a p i t a l  I m p r o v e m e n t  in 
operation, and o b t a i n i n g  g o v e r n m e n t a l  a p p r ovals, certif i c a t e s ,  
p e r m i t s  and l i c e n s e s  w i t h  r e s p e c t  thereto, h e r e t o f o r e  or h e r e a f­
ter p a i d  or i n c u r r e d  b y  or on b e h a l f  of the A u t h o r i t y  or by  any 
P u r c h a s e r  w h i c h  h a s  h e r e t o f o r e  e n t e r e d  into a c o n t r a c t  or c o n­
tracts w i t h  the A u t h o r i t y  w i t h  r e s p e c t  to c o n s t r u c t i o n  or a c q u i­
sitio n  of the P r o j e c t  or a C a p i t a l  I m p r o vement. S u c h  costs 
shall i n c l u d e  a m o u n t s  r e q u i r e d  to be p a i d  to any o t h e r  p a r t y  
w h i c h  are a p p l i e d  or  are to be a p p l i e d  u n d e r  a g r e e m e n t  to the 
p a y m e n t  of i t e m s  of C o s t  of  A c q u i s i t i o n  a n d  C o n s t r u c t i o n .  The 
C o s t  of A c q u i s i t i o n  and C o n s t r u c t i o n  shall include, b u t  shall 
not be l i m i t e d  to:

(1) C o s t s  of p r e l i m i n a r y  i n v e s t i g a t i o n  and d e v e l o p­
ment, the p e r f o r m a n c e  or a c q u i s i t i o n  of f e a s i b i l i t y  and p l a n n i n g  
studies, the s e c u r i n g  of r e g u l a t o r y  a p p rovals, as we l l  as c o s t s  
for land and land rights, w a t e r  and w a t e r  rights, engineering, 
c o n t r actors' fees, labor, materials, e q u i p m e n t ,  u t i l i t y  s e r v i c e s  
and supplies, a ccounting, legal and f i n a n c i n g  fees and expenses;

(2) W o r k i n g  c a p i t a l  and r e s e r v e s  in such a m o u n t s  as 
shall be r e q u i r e d  d u r i n g  c o n s t r u c t i o n  of the P r o j e c t  or a C a p i­
tal I m p r o v e m e n t  a n d  to p l a c e  the P r o j e c t  or  a C a p i t a l

as amended.
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I m p r o v e m e n t  in o p e r a t i o n  and su c h  a d d i t i o n a l  a m o u n t s  of w o r k i n g  
c a p i t a l  and r e s e r v e s  as are r e q u i r e d  b y  this Resolution;

(3) I n t e r e s t  a c c r u i n g  in w h o l e  or in p a r t  on 3onds 
p r i o r  to and d u r i n g  c o n s t r u c t i o n  and for such a d d i t i o n a l  period 
as the A u t h o r i t y  m a y  r e a s o n a b l y  d e t e r m i n e  to be n e c e s s a r y  for 
the p l a c i n g  of the P r o j e c t  o r  a C a p i t a l  I m p r o v e m e n t  or any 
f a c i l i t y  t h e r e o f  in o p e r a t i o n  in a c c o r d a n c e  w i t h  the pro v i s i o n s  
o f  this Resol u t i o n ;

(4) Amounts, if any, r e q u i r e d  b y  this R e s o l u t i o n  or 
a S u p p l e m e n t a l  R e s o l u t i o n  to be p a i d  from the p r o c e e d s  of Bonds 
i s s u e d  to f i n a n c e  the C o s t  of A c q u i s i t i o n  and C o n s t r u c t i o n  into 
any F u n d s  or A c c o u n t s  e s t a b l i s h e d  p u r s u a n t  to this Resolution;

(5) T h e  p a y m e n t  of p r i n c i p a l ,  premium, if any, and 
i n t e r e s t  w h e n  due (wh e t h e r  at the m a t u r i t y  of p r i n c i p a l  or at 
the d u e  d a t e  of i n t e r e s t  or u p o n  redem p t i o n )  on  any bo n d  a n t i c i­
p a t i o n  n o t e  or o t h e r  n o t e  or e v i d e n c e  of i n d e b t e d n e s s  issued in 
a n t i c i p a t i o n  of B o n d s  for the p u r p o s e  of f i n a n c i n g  the C o s t  of 
A c q u i s i t i o n  and C o n s t r u c t i o n  of the P r o j e c t  or a C a p i t a l  Im­
prove m e n t ,  including, w i t h o u t  limitation, the V a r i a b l e  Rate 
D e m a n d  Bonds;

(6) T r a i n i n g  and t e s t i n g  c o s t s  i n c u r r e d  by  the 
A u t h o r i t y  w h i c h  are p r o p e r l y  a l l o c a b l e  to a c q u i s i t i o n  and c o n­
struction;

(7) A l l  c o s t s  of i n s u r a n c e  a p p l i c a b l e  to the pe r i o d  
of c o n s t r u c t i o n ;

(8) T h e  c o s t  of r e s t o r i n g  and r e p a i r i n g  in a c c o r d­
ance w i t h  P r u d e n t  U t i l i t y  P r a c t i c e  all p u b l i c  or  p r i v a t e  p r o p e r­
ty d a m a g e d  or  d e s t r o y e d  in the c o n s t r u c t i o n  of the P r o j e c t  or a 
C a p i t a l  Improvement, or the a m o u n t  r e q u i r e d  b y  law to be p a i d  by 
the A u t h o r i t y  as a d e q u a t e  c o m p e n s a t i o n  for su c h  damages, or 
a m o u n t s  r e q u i r e d  b y  law o r  P r u d e n t  U t i l i t y  P r a c t i c e  to be paid 
w i t h  r e s p e c t  to the res t o r a t i o n ,  r elocation, removal, r e c o n­
st r u c t i o n  o r  d u p l i c a t i o n  of p r o p e r t y  m a d e  n e c e s s a r y  or c a u s e d  by 
the c o n s t r u c t i o n  and i n s t a l l a t i o n  of such P r o j e c t  or a C a p ital 
I m p r o v e m e n t  to the e x t e n t  s u c h  c o s t s  are n o t  o t h e r w i s e  p a i d  out 
of the p r o c e e d s  of insurance;

(9) L e g a l l y  r e q u i r e d  or p e r m i t t e d  Federal, state and 
local taxer and p a y m e n t s  in lieu of t a xes a p p l i c a b l e  to the 
p e r i o d  of c o n s t r u c t i o n ;

(10) All o t h e r  c o s t s  i n c u r r e d  b y  or o n  b e h a l f  of the 
A u t h o r i t y  a n d  p r o p e r l y  a l l o c a b l e  to the a c q u i s i t i o n  and c o n­
s t r u c t i o n  o f  ' •'*. P r o j e c t  or a C a p i t a l  Improvement; and
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(11) C o s t s  of Issuance.

"Costs of Issuance" shall m e a n  any item of e x p e n s e  
pa y a b l e  or re i m b u r s a b l e ,  d i r e c t l y  or  i n directly, b y  the A u t h o r i­
ty and r e l a t e d  to the a u t h o r ization, offering, sale, i s s u a n c e  
and d e l i v e r y  of Bonds, including, b u t  n o t  l i m i t e d  to, p r i n t i n g  
costs, c o s t s  of p r e p a r a t i o n  and r e p r o d u c t i o n  of doc u m e n t s ,  f i l­
ing and r e c o r d i n g  fees, i n i t i a l  fees a n d  c h a r g e s  of a n y  F i d u c i­
ary, legal fees and d i s b u r s e m e n t s ,  fees and d i s b u r s e m e n t s  of the 
C o n s u l t i n g  Engineer, fees and d i s b u r s e m e n t s  of o t h e r  c o n s u l t a n t s  
and profe.ssionals, c o s t s  of cre d i t  ratings, fees and c h a r g e s  for 
pre p a r a t i o n ,  execution, t r a n s p o r t a t i o n  a " d  s a f e k e e p i n g  of Bonds, 
a p p l i c a t i o n  fees a n d  p r e m i u m s  on m u n i c i p a l  b o n d  insurance, 
c r e d i t  fcicility c h a r g e s  a n d  costs and e x p e n s e s  r e l a t i n g  to the 
r e f u n d i n g  of B onds or o t h e r  o b l i g a t i o n s  i s s u e d  to f i n a n c e  or 
r e f i n a n c e  the P r o j e c t  or a C a p i t a l  Improvement, including, b u t  
not l i m i t e d  to, the r e f u n d i n g  of the V a r i a b l e  Rate D e m a n d  B o n d s  
and any o b l i g a t i o n s  of the A u t h o r i t y  o u t s t a n d i n g  at the time of 
a d o p t i o n  of this Resolu t i o n ,  the p r o c e e d s  of w h i c h  w e r e  a p p l i e d  
to pay the C o s t  of A c q u i s i t i o n  and C o n s t r u c t i o n  of  the Project.

" C o u n s e l ' s  O p i n i o n "  or " O p i n i o n  of C o u n s e l "  shall 
m e a n  an  o p i n i o n  of c o u n s e l  of n a t i o n w i d e  r e c o g n i z e d  s t a n d i n g  in 
the f i e l d  of m u n i c i p a l  bonds, s e l e c t e d  b y  the A u t h o r i t y  and 
s a t i s f a c t o r y  to the Trustee.

"Date of C o m m e r c i a l  O p e r a t i o n "  shall ha v e  the m e a n i n g  
a s c r i b e d  t h e r e t o  in the P o w e r  Sales Agr e e m e n t .

"Debt Ser v i c e "  for any p e r i o d  shall mean, as of any 
date o f  c a l c u l a t i o n  and w i t h  r e s p e c t  to any Series, an amount 
equal to the sum of (i) i n t e r e s t  a c c r u i n g  d u r i n g  su c h  p e r i o d  on 
B o nds o f  su c h  Series, e x c e p t  to the e x t e n t  that such i n t e r e s t  is 
to be p a i d  fr o m  d e p o s i t s  in the I n t e r e s t  A c c o u n t  in the D e b t  
S e r v i c e  F u n d  ma d e  f r o m  B o n d  p r o c e e d s  a n d  (ii) t h a t  p o r t i o n  of 
e a c h  P r i n c i p a l  I n s t a l l m e n t  for such S e r i e s  w h i c h  w o u l d  accrue 
d u r i n g  such p e r i o d  if s u c h  P r i n c i p a l  I n s t a l l m e n t  w e r e  d e e m e d  to 
acc r u e  d a i l y  in e q u a l  a m o u n t s  from the n e x t  p r e c e d i n g  P r i n c i p a l  
I n s t a l l m e n t  due d a t e  for such Series (or, if t h e r e  shall be no 
su c h  p r e c e d i n g  P r i n c i p a l  I n s t a l l m e n t  d u e  date, f r o m  a d a t e  one 
y e a r  p r e c e d i n g  the d u e  d a t e  of such P r i n c i p a l  I n s t a l l m e n t  or 
from the d a t e  of i s s u a n c e  of the Bonds o f  su c h  Series, w h i c h e v e r  
d a t e  is later). S u c h  i n t e r e s t  and P r i n c i p a l  I n s t a l l m e n t s  for 
such S e r i e s  shall be c a l c u l a t e d  on the a s s u m p t i o n  that no B o n d s  
of  s u c h  Se r i e s  O u t s t a n d i n g  at the date o f  c a l c u l a t i o n  wi l l  c ease 
to be O u t s t a n d i n g  e x c e p t  b y  reason of the p a y m e n t  of e a c h  
P r i n c i p a l  I n s t a l l m e n t  on the due d a t e  thereof. For p u r p o s e s  if 
this d e f i n i t i o n  (x) i n t e r e s t  and P r i n c i p a l  I n s t a l l m e n t s  w i t h  
r e s p e c t  to i n t e r e s t  a c c r e t i n g  on c o m p o u n d  i n t e r e s t  or  zero 
c o u p o n  or like i n t e r e s t  p a y i n g  Bonds s h a l l  be d e e m e d  to a c c r u e  
in the 12 m r aths i m m e d i a t e l y  p r i o r  to the final m a t u r i t y  of such
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Bonds; and (y) the A u t h o r i t y  m a y  d e t e r m i n e  th a t  i n t e r e s t  wi l l  
a c c r u e  on v a r i a b l e  rate B o nds at a rate e q u a l  to the actual rate 
d u r i n g  a p r i o r  period.

"Debt S e r v i c e  Fund" shall m e a n  the D e b t  S e r v i c e  Fu n d  
e s t a b l i s h e d  in S e c t i o n  502.

"De p o s i t a r y "  shall m e a n  any b a n k  or t r ust c o m p a n y  
o r g a n i z e d  u n d e r  the laws of any state of the U n i t e d  States or 
any n a t i o n a l  b a n k i n g  a s s o c i a t i o n  s e l e c t e d  b y  the A u t h o r i t y  and 
a p p r o v e d  i n  w r i t i n g  by  the T r u s t e e  as a d e p o s i t a r y  of m o n e y s  and 
s e c u r i t i e s  h e l d  u n d e r  the p r o v i s i o n s  of this Resolution, and m a y  
i n c l u d e  the Trustee; p r o v i d e d  that, if the T r u s t e e  shall fail to 
so approve, it shall d e l i v e r  to the A u t h o r i t y  a s t a t e m e n t  of its 
r e a s o n s  for su c h  failure.

"E v e n t  of Def a u l t "  shall h a v e  the m e a n i n g  g i v e n  to 
such term i n  S e c t i o n  801.

"Excess I n v e s t m e n t  E a r n i n g s "  s hall m e a n  for e a c h  B o n d  
Year, the e x c e s s  of (i) the a m o u n t  e a r n e d  o n  c e r t a i n  i n v e s t m e n t s  
h e l d  u n d e r  t h i s  Resolution, or o t h e r w i s e  c o n s t i t u t i n g  g ross 
p r o c e e d s  o f  the B o nds u n d e r  S e c t i o n  148 ( f ) ( 6 ) ( B )  of the Code, as 
s p e c i f i e d  i n  the S u p p l e m e n t a l  R e s o l u t i o n  a u t h o r i z i n g  the i s s u­
ance of s u c h  B onds ( e x c l u d i n g  a m o u n t s  h e l d  in the E x c e s s  I n v e s t­
ment E a r n i n g s  Fund and a m o u n t s  in the R e v e n u e  Fu n d  b u t  i n c l u d i n g  
u n r e a l i z e d  g a i n s  and losses u p o n  the r e t i r e m e n t  of such B o n d s  
ov e r  (ii) t h e  am o u n t  that w o u l d  h a v e  b e e n  e a r n e d  on such i n v e s t­
men t s  at t h e  y i e l d  on su c h  B o nds ( d e t e r m i n e d  o n  a p r e s e n t  v a l u e  
b a s i s  from the date of i s s u a n c e  of such Bonds, w i t h o u t  a d j u s t­
men t  for c o s t s  of issuance).

" E x cess I n v e s t m e n t  E a r n i n g s  Fund" shall m e a n  the 
E x c e s s  I n v e s t m e n t  E a r n i n g s  Fu n d  e s t a b l i s h e d  in S e c t i o n  502.

"Fe d e r a l  O b l i g a t i o n "  shall m e a n  any d i r e c t  o b l i g a t i o n  
of, o r  any o b l i g a t i o n  the full and ti m e l y  p a y m e n t  of p r i n c i p a l  
of and i n t e r e s t  on  w h i c h  is g u a r a n t e e d  by, the U n i t e d  S t a t e s  of 
America.

"F i d u c i a r y "  or " F i d u c i a r i e s "  s h all m e a n  the T r ustee, 
the B o n d  R e g i s t r a r ,  the P a y i n g  Agents, or a n y  or  all of them, as 
m a y  b e  a p p r o p r i a t e .

"Fiscal Y e ar" shall m e a n  the t w e l v e - m o n t h  p e r i o d  
c o m m e n c i n g  o n  J u l y  1 of ea c h  year and i n c l u d i n g  J u n e  30 o f  the 
s u c c e e d i n g  c a l e n d a r  year.

"Fund" or "Funds" shall mean, as the case may be, 
e a c h  or all of the Funds e s t a b l i s h e d  in S e c t i o n  502.
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" I n t e r e s t  A c c o u n t "  shall m e a n  the Interest A c c o u n t  in 
the De b t  S e r v i c e  Fu n d  e s t a b l i s h e d  in S e c t i o n  50?..

" I n v e s t m e n t  S e c u r i t i e s "  shall m e a n  and include any of 
the f o l l o w i n g  s e curities, if and to the e x t e n t  the same are at 
the time legal for i n v e s t m e n t  of the A u t h o r i t y ' s  funds:

(i) F e d e r a l  Obli g a t i o n s ;

(ii) o b l i g a t i o n s  of the G o v e r n m e n t  N a t i o n a l  
M o r t g a g e  Association-, the F e d e r a l  N a t i o n a l  M o r t g a g e  A s s o­
ci a t i o n  to the e x t e n t  that su c h  o b l i g a t i o n s  are g u a r a n t e e d  
b y  the G o v e r n m e n t  N a t i o n a l  M o r t g a g e  Association, the
F e d e r a l  F i n a n c i n g  Bank, the F e d e r a l  I n t e r mediate C r e d i t
Banks, F e d e r a l  B a n k s  for C o o p e r a t i v e s ,  Federal Land Banks, 
F e d e r a l  H o m e  L o a n  Banks, F a r m e r s  Ho m e  A d m i n i s t r a t i o n  and
F e d eral H o m e  L o a n  M o r t g a g e  A s s o c i a t i o n ;

(iii) n e w  h o u s i n g  a u t h o r i t y  b o n d s  issued by  
p u b l i c  a g e n c i e s  or m u n i c i p a l i t i e s  and fully secured as to 
the p a y m e n t  of b o t h  p r i n c i p a l  and i n t e r e s t  by a pledge of 
a n n u a l  c o n t r i b u t i o n s  u n d e r  an annual c o n t r i b u t i o n s  c o n­
tract  or c o n t r a c t s  w i t h  the U n i t e d  States of America; or 
p r o j e c t  n o t e s  i s s u e d  b y  p u b l i c  a g e n c i e s  or m u n i c i p a l i t i e s  
and f u l l y  s e c u r e d  as to the p a y m e n t  of b o t h  p r i n c i p a l  and 
i n t e r e s t  b y  a r e q u i s i t i o n  or p a y m e n t  a g r e e m e n t  w i t h  the 
U n i t e d  S t a t e s  of America;

(iv) d i r e c t  and g e n e r a l  o b l i g a t i o n s  of any state 
of the U n i t e d  S t a t e s  of America, to the p a y m e n t  of the 
p r i n c i p a l  of and i n t e r e s t  on w h i c h  the full faith and 
c r e d i t  of s u c h  state is pledged, p r o v i d e d  that at the time 
of t h e i r  p u r c h a s e  u n d e r  this R e s o l u t i o n  such o b l i g a t i o n s  
are r a t e d  not less th a n  AA or Aa  or their e q u i v a l e n t s  by 
M o o d y ' s  I n v e s t o r s  Services, Inc. or S t a n d a r d  & Poor's 
C o r p o r a t i o n ,  or  t h e i r  successors;

(v) e v i d e n c e s  of o w n e r s h i p  of inter e s t s  in 
F e d e r a l  O b l i g a t i o n s  in the c u s t o d y  of a b a n k  or trust 
c o m p a n y  o r g a n i z e d  u n d e r  the laws of any state or any 
n a t i o n a l  b a n k i n g  a s s o c i a t i o n  in ea c h  case h a v i n g  capital 
and s u r p l u s  n o t  less t h a n  $ 2 0 0 , 0 0 0 , 0 0 0  in amount;

(vi) c e r t i f i c a t e s  o f  deposit, w h e t h e r  n e g o t i a b l e  
or n o n n e g o t i a b l e , i s s u e d  b y  a n y  b a n k  or trust c o m p a n y  
o r g a n i z e d  u n d e r  the laws of any state of the U n i t e d  States 
of A m e r i c a  or any n a t i o n a l  b a n k i n g  a s s o c i a t i o n  ( i n cluding 
any F i d u c i a r y ) ,  p r o v i d e d  that su c h  c e r t i f i c a t e s  of d e p o s i t  
shall be p u r c h a s e d  d i r e c t l y  f r o m  such a bank, trust 
c o m p a n y  o r  n a t i o n a l  b a n k i n g  a s s o c i a t i o n  and shall be 
e i t h e r  (1) c o n t i n u o u s l y  and f u l l y  i n s ured by  the Federal
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D e p o s i t  Insurance Cor p o r a t i o n ,  or (2) c o n t i n u o u s l y  and 
fully s e c u r e d  by Q u a l i f i e d  Collateral, w h i c h  shall h a v e  a 
m a r k e t  v a lue (ex c l u s i v e  of a c c r u e d  interest) at all times 
at least equal to 100% of the p r i n c i p a l  a m o u n t  of su c h  
c e r t i f i c a t e s  of d e p o s i t  and shall be lodged w i t h  the trust 
d e p a r t m e n t  of the T r u s t e e  o r  w i t h  a F e d eral R e s e r v e  B a n k  
or branch, as custodian, b y  the bank, t r u s t  c o m p a n y  or 
n a t i o n a l  b a n k i n g  a s s o c i a t i o n  i s s u i n g  e a c h  such c e r t i f i c a t e  
of d e p o s i t  r e q u i r e d  to be so secured;

(vii) r e p u r c h a s e  a g r e e m e n t s  w i t h  b a n k s  w h i c h  are 
m e m b e r s  of the F e d e r a l  R e s e r v e  S y s t e m  or w i t h  g o v e r n m e n t  
b o n d  d e a l e r s  r e c o g n i z e d  as p r i m a r y  d e a l e r s  by  the Federal 
R e s e r v e  B a n k  of N e w  Y o r k  that are s e c u r e d  by  F e d e r a l  
O b l i g a t i o n s  o r  the o b l i g a t i o n s  r e f e r r e d  to in p a r a g r a p h
(ii) ( h e rein c a l l e d  " O t h e r  O b l i g a t i o n s " ) ,  h a v i n g  a c u r r e n t  
m a r k e t  v a l u e  at least e q u a l  to 100% of the a m o u n t  of the 
r e p u r c h a s e  agreement, m a r k e d  to m a r k e t  weekly, and w h i c h  
F e d e r a l  O b l i g a t i o n s  or O t h e r  O b l i g a t i o n s  shall ha v e  b e e n  
d e p o s i t e d  in t r u s t  by su c h  b a n k  or d e a l e r  w i t h  the t rust 
d e p a r t m e n t  o f  the T r u s t e e  or w i t h  a Fede r a l  R e s e r v e  B a n k  
or branch, or w i t h  a n o t h e r  t h ird p a r t y  c u s t o d i a n  a p p r o v e d  
b y  the Trustee, by  su c h  b a n k  or d e a l e r  and b y  the A u t h o r i­
ty, as c o l l a t e r a l  s e c u r i t y  for such r e p u r c h a s e  agreements; 
and

(viii) " c o m m e r c i a l  paper" rated e i t h e r  A-l or P-l, 
or c o r p o r a t e  b o n d s  or notes, in each case i s s u e d  by  a 
U n i t e d  St a t e s  c o r p o r a t i o n ,  r a ted in one of the two h i g h e s t  
r a t i n g  c a t e g o r i e s  b y  any n a t i o n a l l y  r e c o g n i z e d  agency.

" M a x i m u m  A g g r e g a t e  D e b t  Service" shall mean, as of 
any da t e  of cal c u l a t i o n ,  the g r e a t e s t  amount of A g g r e g a t e  Debt 
S e r v i c e  p a y a b l e  in any u n e x p i r e d  B o n d  Year.

" O p e r a t i n g  E x p e n s e s "  shall m e a n  (i) the A u t h o r i t y ' s  
op e ration, m a i n t e n a n c e ,  a d m i n i s t r a t i v e  and g e n e r a l  e x p e n s e s  of 
the Project, and shall include, w i t h o u t  l i m i t i n g  the g e n e r a l i t y  
of the foregoing, c o s t s  of i n v e s t i g a t i o n s ,  insurance, o r d i n a r y  
r e p a i r s  of the P r o j e c t  w h i c h  do n o t  entail the a c q u i s i t i o n  and 
i n s t a l l a t i o n  of a u n i t  of p r o p e r t y  (as g e n e r a l l y  p r e s c r i b e d  by 
the F e d e r a l  E n e r g y  R e g u l a t o r y  Com m i s s i o n ) ,  fuel costs, rents, 
e n g i n e e r i n g  expenses, legal and f i n a n c i a l  a d v i s o r y  expenses, 
C o m m i t t e e  expenses, r e f u n d s  for o v e r p a y m e n t s  b y  P u rchasers, 
s a l a r i e s  and r e q u i r e d  P r o j e c t  e m p l o y e e  costs, any t a xes or 
p a y m e n t s  in lieu of t a x e s  p u r s u a n t  to the Act o r  o t h e r w i s e  
p u r s u a n t  to law, (ii) any o t h e r  c u r r e n t  e x p e n s e s  or o b l i g a t i o n s  
r e q u i r e d  to be p a i d  b y  the A u t h o r i t y  u n d e r  the p r o v i s i o n s  of 
this R e s o l u t i o n  or b y  law, all to the e x t e n t  p r o p e r l y  a l l o c a b l e  
to the Project, or r e q u i r e d  to be i n c u r r e d  u n d e r  or in c o n n e c­
tio n  w i t h  the p e r f o r m a n c e  of the P o w e r  Sales A g r eement, a n d
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(iii) the fees and e x p e n s e s  of the F i d u c iaries. O p e r a t i n g  
E x p e n s e s  includes all the items l i s t e d  in S e c t i o n  8(a) of the 
P o w e r  S ales A g r e e m e n t  u n d e r  the d e f i n i t i o n  of Annual P r o j e c t  
C o s t s  e x c e p t  the-i t e m s  l i s t e d  u n d e r  S e c t i o n  8(a)(i), (ii) and
(iv). O p e r a t i n g  E x p e n s e s  shall not i n c l u d e  any costs o r  e x p e n s­
es for n e w  c o n s t r u c t i o n  or any a l l o w a n c e  for deprec i a t i o n .

" O p e rating Fund" shall m e a n  the O p e r a t i n g  F u n d  e s t a b­
lis h e d  in S e c tion 502.

" O p e rating R e s e r v e  A c c o u n t "  shall m e a n  the 0 p e r a t i n 9 
R e s e r v e  A c c o u n t  e s t a b l i s h e d  in S e c t i o n  502.

" O p e rating R e s e r v e  A c c o u n t  R e q u i r e m e n t "  shall m e a n  an 
a m o u n t  e q ual to 20 p e r c e n t  of the O p e r a t i n g  E x p e n s e  c o m p o n e n t  of 
the A n n u a l  Budget as c a l c u l a t e d  annually, or such o t h e r  a m o u n t  
as m a y  be d e t e r m i n e d  p u r s u a n t  to the P o w e r  Sales Agreement.

"Optional P r o j e c t  Work" shall h a v e  the m e a n i n g  g i v e n  
it in S e c t i o n  1 of the P o w e r  Sales A g r e e m e n t .

"Outstanding", w h e n  u s e d  w i t h  r e f e rence to Bonds, 
shall mean, as of any date, B o n d s  t h e r e t o f o r e  or t h e r e u p o n  b e i n g  
a u t h e n t i c a t e d  and d e l i v e r e d  u n d e r  th i s  R e s o l u t i o n  except:

(i) B o n d s  c a n c e l l e d  b y  the T r u s t e e  at or p r i o r  
to such date;

(ii) B o n d s  (or p o r t i o n s  of Bonds) for the p a y­
me n t  or r e d e m p t i o n  of w h i c h  m o n e y s  e q ual to the p r i n c i p a l  
a m o u n t  or R e d e m p t i o n  P r ice thereof, as the case m a y  be, 
w i t h  interest to the d a t e  of m a t u r i t y  or r e d e m p t i o n  date, 
shall be held in t r u s t  u n d e r  th i s  R e s o l u t i o n  and set aside 
for such p a y m e n t  or r e d e m p t i o n  (w h e t h e r  at or p r i o r  to the 
m a t u r i t y  or r e d e m p t i o n  date), p r o v i d e d  that if s u c h  Bonds 
(or p o r t i o n s  of Bonds) are to b e  redeemed, n o t i c e  of such 
r e d e m p t i o n  shall h a v e  b e e n  g i v e n  as in A r t icle IV p r o v i d e d  
or p r o v i s i o n  s a t i s f a c t o r y  to the T r u s t e e  shall h a v e  b e e n  
m a d e  for the g i v i n g  of su c h  notice;

(iii) B o n d s  in lieu of  or in s u b s t i t u t i o n  for 
w h i c h  other B o n d s  shall h a v e  b e e n  a u t h e n t i c a t e d  a n d  d e l i v­
er e d  p u r s u a n t  to A r t i c l e  III or S e c t i o n  406 or S e c t i o n  
1106; and

(iv) B o n d s  d e e m e d  to h a v e  b e e n  paid as p r o v i d e d  
in s u b s e c t i o n  2 o f  S e c t i o n  1201.

"Paying A g e n c "  shall m e a n  any b a n k  or t r ust c o m p a n y  
o r g a n i z e d  u n d e r  the laws of any s t a t e  of the U n i t e d  S t a t e s  or 
any n a t i o n a l  b a n k i n g  a s s o c i a t i o n  d e s i g n a t e d  as pay i n g  a g e n t  for
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the 5 o n d s  o f  any Series, a n d  its s u c c e s s o r  or successors h e r e a f­
ter a p p o i n t e d  in the m a n n e r  p r o v i d e d  in this Resolution.

"Power Sales A g r e e m e n t "  shall m e a n  the Power S a l e s  
A g r e e m e n t  for the p u r c h a s e  and sale of P r o j e c t  capacity ( t o g e t h­
er w i t h  a s s o c i a t e d  energy) d a t e d  as of _______________________  b e ­
tw e e n  the A u t h o r i t y  and t h e  P u r c h a s e r s  as the same may be 
amended.

"Principal A c c o u n t "  shall m e a n  the Principal A c c o u n t  
in the D e b t  Service Fund e s t a b l i s h e d  in S e c t i o n  502.

"Principal I n s t a l l m e n t "  s h all mean, as of any d a t e  of 
c a l c u l a t i o n  and with r e s p e c t  to any Series, so long as a n y  B onds 
t h e r e o f  are Outstanding, (i) the p r i n c i p a l  am o u n t  of B o n d s  of 
such S e r i e s  d u e  on a c e r t a i n  fut u r e  d a t e  for w h i c h  no S i n k i n g  
Fund I n s t a l l m e n t s  have b e e n  e s t a b l i s h e d ,  or (ii) the u n s a t i s f i e d  
b a l a n c e  of a n y  Sinking F u n d  I n s t a l l m e n t s  d u e  on a certain f u t u r e  
d a t e  for B o n d s  of such S e r ies, p l u s  the a m o u n t  of the s i n k i n g  
fund r e d e m p t i o n  premiums, if any, w h i c h  w o u l d  Le a p p l i c a b l e  u p o n  
r e d e m p t i o n  o f  such Bonds o n  s u c h  f u t u r e  d a t e  in a p r i n c i p a l  
a m o u n t  equal to said u n s a t i s f i e d  b a l a n c e  of such Sinking F u n d  
I n s tallments, or (iii) if s u c h  future d a t e s  coincide as to 
d i f f e r e n t  B o n d s  of such Series, the sum of such principal a m o u n t  
of B o n d s  and of such u n s a t i s f i e d  b a l a n c e  of S i n k i n g  Fund I n­
sta l l m e n t s  d u e  on such f u t u r e  d a t e  p l u s  s u c h  applicable r e d e m p­
tion  p r e m i u m s ,  if any.

"Project" s h a l l  m e a n  the B r a d l e y  Lake H y d r o e l e c t r i c  
Project, as the same is d e s c r i b e d  o n  E x h i b i t  C to the P o w e r  
S ales Agr e e m e n t .

" P r o j e c t  C a p a c i t y "  m e a n s  the a m o u n t  of electric 
c a p a c i t y  c a p a b l e  of b e i n g  p r o d u c e d  b y  the P r o j e c t  ( i n c l u d i n g  
c a p a c i t y  a t t r i b u t a b l e  to R e q u i r e d  or O p t i o n a l  Project W o r k )  at 
any and all t imes from t h e  D a t e  of C o m m e r c i a l  O p e r a t i o n  u n t i l
the t e r m i n a t i o n  of the P o w e r  S a les A g r e e m e n t  (or any r e n e w a l  or
r e p l a c e m e n t  thereof) u n d e r  the o p e r a t i n g  c o n d i t i o n s  that e x i s t  
d u r i n g  s u c h  times, i n c l u d i n g  p e r i o d s  w h e n  the Project m a y  b e  not 
o p e r a t i n g  o r  inoperable o r  the o p e r a t i o n  t h e r e o f  is sus p e n d e d ,  
i n t e r rupted, int e r f e r e d  w ith, reduced, or  curtailed, in e a c h  
case in w h o l e  or in p a r t  f o r  any r e a s o n  w hatsoever, after 
c o r r e c t i o n s  for station a n d  P r o j e c t  use, and depletions r e q u i r e d  
u n d e r  a n y  f e d e r a l  license f o r  the Project.

" P r u d e n t  U t i l i t y  P r a c t i c e "  s h a l l  m e a n  at a p a r t i c u l a r  
time any of the practices, m e t h o d s  and acts, enga g e d  in o r  
a p p r o v e d  by a s i g n i f i c a n t  p o r t i o n  of the e l e c t r i c  utility i n d u s­
try at such time, or wh i c h ,  in the e x e r c i s e  of reasonable j u d g­
m e n t  in the light of the f a c t s  k n o w n  at su c h  time, could h a v e  
b e e n  e x p e c t e d  to a c c o m p l i s h  the d e s i r e d  r e s u l t  at the l o w e s t
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r e a s o n a b l e  c o s t  consistent w i t h  g o o d  b u s i n e s s  practices, r e l i­
ability, s a f e t y  and r e a s o n a b l e  e x pedition. P r u d e n t  U t i l i t y  
P r a c t i c e  is n o t  required to b e  the o p t i m u m  practice, m e t h o d  or 
act to the e x c l u s i o n  of all others, b u t  r a t h e r  to be a s p e c t r u m  
of p o s s i b l e  practices, m e t h o d s  or acts w h i c h  c o u l d  have b e e n  
e x p e c t e d  to a c c omplish the d e s i r e d  result at the lowest r e a s o n­
able c o s t  consistent: with r e l i a b i l i t y ,  s a f e t y  and expedition. 
P r u d e n t  U t i l i t y  Practice i n c l u d e s  due r e g a r d  for m a n u f a c t u r e r s '  
w a r r a n t i e s  and requirements o f  g o v e r n m e n t a l  a g e n c i e s  of c o m p e­
tent j u r i s d i c t i o n  and shall a p p l y  not o n l y  to functional p a r t s  
of  a Project, b u t  also to a p p r o p r i a t e  s t ructures, landscaping, 
painting, signs, lighting a n d  o t h e r  f a cilities. In e v a l u a t i n g  
w h e t h e r  a n y  m a t t e r  conforms to P r u d e n t  U t i l i t y  Practice, t h e r e  
shall be t a k e n  into account (i) the n a t u r e  of the A u t h o r i t y  a n d  
P u r c h a s e r s  u n d e r  the laws o f  the S t a t e  of A l a s k a  and their 
s t a t u t o r y  d u t i e s  and r e s p o n s i b i l i t i e s  and (ii) the o b j e c t i v e  of 
i n t e g r a t i n g  the Project w i t h  the g e n e r a t i n g  r e s o u r c e s  of t h e  
Purch a s e r s ,  i n c l u d i n g  r e s o u r c e s  a v a i l a b l e  u n d e r  contract, to 
a c h i e v e  o p t i m u m  u t i l i z a t i o n  o f  the r e s o u r c e s  and e f f i cient a n d  
e c o n o m i c a l  o p e r a t i o n  of e a c h  P u r c h a s e r ' s  e l e c t r i c a l  system. For 
p u r p o s e s  of  this Resolution, " n a t i o n a l  s t a n d a r d s  for the i n d u s­
try" shall m e a n  Prudent U t i l i t y  Practice.

"Purchasers" s h a l l  m e a n  the e n t i t i e s  d e f i n e d  as 
P u r c h a s e r s  in the Power S a l e s  A g r eement.

" Q u a l i f i e d  C o l l a t e r a l "  shall mean:

(i) O b l i g a t i o n s  d e s c r i b e d  u n d e r  items (i), (ii) 
and (iii) of the d e f i n i t i o n  of I n v e s t m e n t  Securities;

(ii) direct a n d  g e n e r a l  o b l i g a t i o n s  of any s t a r e  
of  the U n i t e d  States o f  A m e r i c a  w h i c h  are r a ted not le s s  
t h a n  A A  or Aa or t h e i r  e q u i v a l e n t s  b y  S t a n d a r d  & P o o r ' s  
C o r p o r a t i o n  or M o o d y ' s  I n v e s t o r ' s  Service, Inc., or t h e i r  
s u c c e s s o r s .

" R e d e m p t i o n  P r i c e "  shall mean, w i t h  r e s p e c t  to a n y  
Bond, the p r i n c i p a l  amount t h e r e o f  p l u s  the a p p l i c a b l e  p r e m i u m ,  
if any, p a y a b l e  u p o n  r e d e m p t i o n  t h e r e o f  p u r s u a n t  to such B o n d  or 
th i s  R e s o l u t i o n .

"R e f u n d i n g  Bonds" shall m e a n  all Bonds, w h e t h e r  
i s s u e d  in one or more Series, a u t h e n t i c a t e d  and d e l i v e r e d  o n  
o r i g i n a l  i s s u a n c e  pursuant t o  S e c t i o n  205, and any Bonds t h e r e­
after  a u t h e n t i c a t e d  and d e l i v e r e d  in lieu of or in s u b s t i t u t i o n  
for such B o n d s  pursuant to A r t i c l e  III or S e c t i o n  406 or S e c t i o n
1106.

"Re n e w a l  and C o n t i n g e n c y  R e s e r v e  Fund" shall m e a n  the 
R e n e w a l  and C o n t i n g e n c y  R e s e r v e  Fu n d  e s t a b l i s h e d  in S e c t i o n  502.
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"Re n e w a l  and C o n t i n g e n c y  R e s e r v e  R e q u i r e m e n t "  shaLl 
m e a n  an a m o u n t  equal to $ 5,000,000.

" R e q u i r e d  P r o ject W o rk" shall h a v e  the m e a n i n g  g i v e n  
it in S e c t i o n  1 of the P ower S ales Agreement.

" R e s olution" shall m e a n  this R e s o l u t i o n  as from time 
to time a m e n d e d  or s u p p l e m e n t e d  b y  S u p p l e m e n t a l  R e s o l u t i o n s  in 
a c c o r d a n c e  w i t h  the terms hereof.

" R e v e n u e  Fund" s h a l l  m e a n  the R e v e n u e  F u n d  e s t a b­
lis h e d  in S e c t i o n  502.

" R e venues" shall m e a n  (i) all revenues, income, rents 
and receipts, d e r i v e d  or to b e  d e r i v e d  b y  the A u t h o r i t y  from, or 
a t t r i b u t a b l e  to the o w n e r s h i p  and o p e r a t i o n  of, the Project, 
i n c l u d i n g  all rev e n u e s  a t t r i b u t a b l e  to the P r o j e c t  or to p a y m e n t  
of the c o s t s  t h e r e o f  including, w i t h o u t  limitation, all rev e n u e s  
r e c e i v e d  or to be re c e i v e d  b y  the A u t h o r i t y  u n d e r  the P ower 
Sales A g r e e m e n t  or u n d e r  any o t h e r  c o n t r a c t  for the sale of 
power, energy, t r a n s m i s s i o n  o r  o t h e r  s e r v i c e  from the P r o j e c t  or 
any p a r t  t h e r e o f  or any c o n t r a c t u a l  a r r a n g e m e n t  w i t h  r e s p e c t  to 
the u s e  of the P r o j e c t  or a n y  p o r t i o n  t h e r e o f  or the services, 
o u t p u t  or c a p a c i t y  thereof, a n d  (ii) i n t e r e s t  r e c e i v e d  or to be 
r e c e i v e d  o n  a n y  m o n e y s  or s e c u r i t i e s  (other th a n  in the C o n­
st r u c t i o n  Fu n d  or in the E x c e s s  I n v e s t m e n t  E a r n i n g s  Fund) h e l d  
p u r s u a n t  to this R e s o l u t i o n  a n d  r e q u i r e d  to be p a i d  into the 
R e v e n u e  Fund.

"Series" shall m e a n  all of the B o n d s  a u t h e n t i c a t e d  
and d e l i v e r e d  on o r i g i n a l  i s s u a n c e  and i d e n t i f i e d  p u r s u a n t  to 
this R e s o l u t i o n  or a S u p p l e m e n t a l  R e s o l u t i o n  a u t h o r i z i n g  such 
Bo nds as a s e p a r a t e  Series of  5onds, and any 3 o n d s  t h e r e a f t e r  
a u t h e n t i c a t e d  and d e l i v e r e d  i n  lieu of or in s u b s t i t u t i o n  for 
such B o n d s  p u r s u a n t  to A r t i c l e  III or S e c t i o n  406 or S e c t i o n  
1106, r e g a r d l e s s  o f  v a r i a t i o n s  in maturity, i n t e r e s t  rate, 
S i n k i n g  F u n d  Installments, o r  o t h e r  p r o v i s i o n s .

" S i n k i n g  Fund I n s t a l l m e n t "  means, as of any p a r t i c u­
lar d a t e  of d e t e r m i n a t i o n  a n d  w i t h  r e s p e c t  to the O u t s t a n d i n g  
B o n d s  of any Series, the a m o u n t  r e q u i r e d  b y  a S u p p l e m e n t a l  
R e s o l u t i o n  to be p a i d  in any e v e n t  b y  the A u t h o r i t y  on a single 
fut u r e  da t e  for the r e t i r e m e n t  of B onds o f  su c h  Se r i e s  w h i c h  
m a t u r e  a f ter said future date, b u t  d o e s  n o t  i n c l u d e  any a m o u n t  
p a y a b l e  by the A u t h o r i t y  by r e a s o n  o n l y  of the m a t u r i t y  of a 
Bond.

" S u p p l e m e n t a l  R e s o l u t i o n "  shall m e a n  any r e s o l u t i o n  
s u p p l e m e n t a l  to or a m e n d a t o r y  of this R esolution, a d o p t e d  b y  the 
A u t h o r i t y  in a c c o r d a n c e  w i t h  A r t i c l e  X.
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"Trus t e e "  shall m e a n  the t r u stee a p p o i n t e d  p u r s u a n t  
to A r t i c l e  IX, and its s u c c e s s o r  or s u c c e s s o r s  and any o t h e r  
c o r p o r a t i o n  w h i c h  m a y  at any time be s u b s t i t u t e d  in its p l a c e  
p u r s u a n t  to this Resolution.

" V a r i a b l e  Rate D e m a n d  Bonds" shall m e a n  the 
$ 2 6 7 , 5 0 0 , 0 0 0  A l a s k a  P o w e r  A u t h o r i t y  V a r i a b l e  Rate D e m a n d  3 o nds 
(Br a d l e y  Lake H y d r o e l e c t r i c  Project) d a t e d  N o v e m b e r  20, 1985.

102. I n t e r p r e t a t i o n . In this Resolution, u n l e s s  the 
c o n t e x t  o t h e r w i s e  requires:

(i) The terms "hereby," "hereof," "hereto," 
" h e r e u n d e r , "  "herein" and any s i m i l a r  terms u s e d  h e r e i n  
refer to this Resol u t i o n ,  and the te r m  "here a f t e r "  shall 
m e a n  after, and the t e r m  " h e r e t o f o r e "  shall m e a n  before, 
the d a t e  of a d o p t i o n  of this Resolution;

(ii) W o r d s  of the m a s c u l i n e  g e n d e r  shall m e a n  
and i n c l u d e  c o r r e l a t i v e  w o r d s  of the fem i n i n e  and n e u t e r  
g e n d e r s  and w o r d s  i m p o r t i n g  the s i n g u l a r  n u m b e r  shall m e a n  
and i n c l u d e  the p l u r a l  n u m b e r  and vice versa;

(iii) W o r d s  i m p o r t i n g  p e r s o n s  shall include 
firms, a s s o c i a t i o n s ,  p a r t n e r s h i p s  ( i n c l u d i n g  limited 
p a r t n e r s h i p s ) ,  trusts, c o r p o r a t i o n s  and o t h e r  legal e n t i­
ties, i n c l u d i n g  p u b l i c  bodies, as well as n a t u r a l  persons;

(iv) W o r d s  i m p o r t i n g  the r e d e m p t i o n  or r e d e e m i n g  
of a B o n d  or the c a l l i n g  of a Bond for r e d e m p t i o n  do not 
i n c l u d e  or c o n n o t e  the p a y m e n t  of such B o n d  at its sta t e d  
m a t u r i t y  or the p u r c h a s e  of such Bond;

(v) A n y  p e r c e n t a g e  of Bonds, for p u r p o s e s  of 
this R e s o l u t i o n ,  shall be c o m p u t e d  o n  the b a s i s  of the 
u n p a i d  p r i n c i p a l  am o u n t  of B o n d s  O u t s t a n d i n g  at the time 
the c o m p u t a t i o n  is m a d e  or is r e q u i r e d  to be m a d e  h e r e u n­
der;

(vi) A n y  h e a u i n g s  p r e c e d i n g  the te x t  of the 
se v e r a l  A r t i c l e s  and S e c t i o n s  of this Resolution, and any 
t a ble of c o n t e n t s  or m a r g i n a l  n o t e s  a p p e n d e d  to co p i e s  
hereof, shall be so l e l y  for c o n v e n i e n c e  of r e f e r e n c e  and 
shall n o t  c o n s t i t u t e  a p a r t  of this Resolution, nor shall 
th e y  a f f e c t  its meaning, c o n s t r u c t i o n  or effect;

(vii) A r t i c l e s  and S e c t i o n s  m e n t i o n e d  by n u m b e r  
o n l y  are the r e s p e c t i v e  A r t i c l e s  and S e c t i o n s  of this 
R e s o l u t i o n  so numbered; and
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(viii) T h e  term " p r i n c i p a l "  w h e n  u s e d  in c o n n e c­
tio n  w i t h  c o m p o u n d  i n t e r e s t  or zero c o u p o n  or like i n t e r­
est p a y i n g  Bonds shall m e a n  the init i a l  p r i n c i p a l  amount 
of such 5o'nds as at t h e i r  d a t e  of i s s u a n c e  pl u s  in t e r e s t  
a c c r e t e d  t h e r e o n  tc the da t e  of c a l c u lation.

103. A u t h o r i t y  for this Resolution.. Th i s  R e s o l u t i o n  
is a d o p t e d  p u r s u a n t  to the p r o v i s i o n s  of the Act. The B o a r d  of 
D i r e c t o r s  has a s c e r t a i n e d  and h e r e b y  d e t e r m i n e s  and d e c l a r e s  
t h a t  a d o p t i o n  of this R e s o l u t i o n  is n e c e s s a r y  to c a r r y  out the 
p o w e r s  and d u t i e s  e x p r e s s l y  p r o v i d e d  b y  the Act, that e a c h  and 
e v e r y  act, matter, t h i n g  o r  c o u r s e  of c o n d u c t  as to w h i c h  
p r o v i s i o n  is ma d e  in this R e s o l u t i o n  is n e c e s s a r y  or cc n v e n i e n t
in o r d e r  to c a r r y  out and e f f e c t u a t e  the p u r p o s e s  of the A u t h o r­
ity in a c c o r d a n c e  w i t h  the A c t  and to c a r r y  out p o w e r s  e x p r e s s l y  
g i v e n  in the Act, ard that e a c h  and e v e r y  c o v e n a n t  or a g r e e m e n t  
h e r e i n  c o n t a i n e d  and m a d e  is nec e s s a r y ,  u s e f u l  or c o n v e n i e n t  in 
o r d e r  to b e t t e r  secure the B o n d s  a n d  a •' c o n t r a c t s  or a g r e e m e n t s  
n e c essary, u s e f u l  and c o n v e n i e n t  to c a r t /  out and e f f e c t u a t e  the
c o r p o r a t e  p u r p o s e s  of the A u t h o r i t y  u n d e r  the Act.

104. R e s o l u t i o n  to C o n s t i t u t e  C o n t r a c t . In c o n s i d­
er a t i o n  of the p u r c h a s e  and a c c e p t a n c e  of any and all of the 
B o n d s  a u t h o r i z e d  to be i s s u e d  h e r e u n d e r  b y  those w h o  shall hole 
the same f r o m  time to time, this R e s o l u t i o n  shall be d e e m e d  to 
be and shall c o n s t i t u t e  a c o n t r a c t  b e t w e e n  the A u t h o r i t y  and the 
h o l d e r s  from time to time of the Bonds, a t r u s t  a g r e e m e n t  u n d e r  
the Act and a s e c u r i t y  a g r e e m e n t  u n d e r  the A l a s k a  U n i f o r m  
C o m m e r c i a l  Code. T h e  p l e d g e  and a s s i g n m e n t  made in this R e s o l u­
ti o n  and the c o v e n a n t s  and a g r e e m e n t s  h e r e i n  set f o r t h  to be 
p e r f o r m e d  on  b e h a l f  of the A u t h o r i t y  shall be for the e q ual 
benefit, p r o t e c t i o n  and s e c u r i t y  of the h o l d e r s  of any and all 
of the Bonds, all of which, r e g a r d l e s s  of thu time or t imes of 
t h e i r  a u t h e n t i c a t i o n  and d e l i v e r y  or maturity, shall be of equal 
r a n k  w i t h o u t  prefe r e n c e ,  p r i o r i t y  o r  d i s t i n c t i o n  of any o the 
B o n d s  o v e r  any o t h e r  t h e r e o f  e x c e p t  as e x p r e r s l y  p r o v i d e d  m  or 
p e r m i t t e d  b y  this Resol u t i o n .

105. O b l i g a t i o n  of B o n d s . The B onds shall be d i r e c t  
and g e n e r a l  o b l i g a t i o n s  of the Aut h o r i t y ,  and the full f a i t h  ar.d 
c r e d i t  of the A u t h o r i t y  are h e r e b y  p l e d g e d  to the p a y m e n t  of the 
p r i n c i p a l  of and i n t e r e s t  on the B o n d s  in a c c o r d a n c e  w i t h  their 
terms. All B o n d s  shall be e n t i t l e d  to the b e n e f i t  of the 
c o n t i n u i n g  p l e d g e  and lien c r e a t e d  b y  this R e s o l u t i o n  to secure 
the full and final p a y m e n t  of the p r i n c i p a l  and R e d e m p t i o n  Price 
of and i n t e r e s t  on all of the Bonds.
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A R T I C L E  II 

A u t h o r i z a t i o n  and Issuance of Sonds

201. A u t h o r i z a t i o n  of S o n d s . 1. The R e s o l u t i o n  
p r o v i d e s  for the a u t h o r i z a t i o n  of Bonds of the A u t h o r i t y  to be 
d e s i g n a t e d  as "Power R e v e n u e  Bonds" for the p u r p o s e  of p r o v i d i n g  
f unds for the f i n a n c i n g  or r e f i n a n c i n g  of the P r o j e c t  and 
C a p i t a l  Improvements. The a g g r e g a t e  p r i n r i p a l  amo u n t  of the 
Bonds w h i c h  m a y  be executed, a u t h e n t i c a t e d  and d e l i v e r e d  u n d e r  
this R e s o l u t i o n  is not l i m i t e d  e x c e p t  as m a y  h e r e a f t e r  be 
p r o v i d e d  in this Resolution, or as m a y  be l i m i t e d  b y  the F o wer 
S a les A g r e e m e n t  or by  law.

2. T h e  B o n d s  may, if and w h e n  a u t h o r i z e d  b y  the 
A u t h o r i t y  p u r s u a n t  to one or mo r e  Supplement* . Resolutions, be 
i s s u e d  in one or more Series, and the d e s i g n a t i o n  thereof, in. 
a d d i t i o n  to the na m e  "Power R e v e n u e  Bonds", shall include such 
f u r t h e r  a p p r o p r i a t e  p a r t i c u l a r  d e s i g n a t i o n  a d d e d  to or i n c o r p o­
rated  in su c h  t itle for the B onds of any p a r t i c u l a r  Series as 
the A u t h o r i t y  m a y  det e r m i n e .  E a c h  B o n d  shall be a r  u p o n  its face 
the d e s i g n a t i o n  so d e t e r m i n e d  for the Se r i e s  to w h i c h  it b e­
longs .

3. N o t h i n g  c o n t a i n e d  In this R e s o l u t i o n  shall be 
d e e m e d  to p r e c l u d e  or r e s t r i c t  the c o n s o l i d a t i o n  p u r s u a n t  to a 
S u p p l e m e n t a l  R e s o l u t i o n  of any B onds of two or more separate 
S e r i e s  a u t h o r i z e d  p u r s u a n t  to such S u p p l e m e n t a l  R e s o l u t i o n  to be 
i s s u e d  p u r s u a n t  to any of the p r o v i s i o n s  of Se c t i o n s  202, 204 
and 205 into a single Se r i e s  of B onds for p u r p o s e s  of sale and 
issuance; p r o v i d e d  th a t  e a c h  of the tests, c o n d i t i o n s  and other 
r e q u i r e m e n t s  c o n t a i n e d  in S e c t i o n s  202, 204 and 205 as a p p l i c a­
ble to e a c h  su c h  s e p a r a t e  S e r i e s  shall be m e t  and c o m p l i e d  with. 
E x c e p t  as o t h e r w i s e  p r o v i d e d  in this s u b s e c t i o n  or in such 
S u p p l e m e n t a l  R e solution, su c h  a c o n s o l i d a t e d  Series shall be 
t r e a t e d  as a single S e r i e s  for all p u r p o s e s  of this Resolution.

202. G e n e r a l  P r o v i s i o n s  for I s suance of B o n d s . 1.
All (but n o t  less t h a n  all) the B o nds of e a c h  Series shall be 
e x e c u t e d  b y  the A u t h o r i t y  for i s s u a n c e  u n d e r  this R e s o l u t i o n  and 
d e l i v e r e d  to the T r u s t e e  and t h e r e u p o n  shall be a u t h e n t i c a t e d  by 
the T r u s t e e  and by it d e l i v e r e d  to the A u t h o r i t y  or u p o n  its 
older, b u t  o n l y  u p o n  the r e c e i p t  b y  the T r u s t e e  of:

(a) A  C o u n s e l ' s  O p i n i o n  to the ef f e c t  that
(i) the A u t h o r i t y  h a s  the r i ght and p o w e r  u n d e r  the A c t  as 
a m e n d e d  to the da t e  of such O p i n i o n  to a dopt this R e s o l u­
tion, and this R e s o l u t i o n  has b e e n  d u l y  and law f u l l y  
a d o p t e d  b y  the Aut h o r i t y ,  is in full force and e f f e c t  and 
is v a l i d  and b i n d i n g  u p o n  the A u t h o r i t y  in a c c o r d a n c e  w i z h  
its terms, and no o t h e r  a u t h o r i z a t i o n  for this R e s o l u t i o n
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is require'-’; (ii) the A u t h o r i t y  has the right and p o wer 
u n d e r  the A c t  as so a m e n d e d  to e n t e r  into the Power Sales 
A g r e e m e n t  a n d  the P ower Sales A g r e e m e n t  is v a l i d  and 
b i n d i n g  u p o n  the A u t h o r i t y  in a c c o r d a n c e  w i t h  its terms, 
and no o t h e r  a u t h o r i z a t i o n  for the P o w e r  Sales A g r e e m e n t  
is required; (iii) this R e s o l u t i o n  c r e a t e s  the v a lid 
p l e d g e  and a s s i g n m e n t  w h i c h  it p u r p o r t s  to cr e a t e  of the 
R e v e nues, moneys, s e c u r i t i e s  and funds h e l d  or set aside 
u n d e r  this R e s o l u t i o n  s u b j e c t  on l y  to the p r o v i s i o n s  of 
this R e s o l u t i o n  p e r m i t t i n g  the a p p l i c a t i o n  t h e reof for the 
p u r p o s e s  and on  the t e rms and the c o n d i t i o n s  sat f o r t h  in 
this Resol u t i o n ;  and (iv) the B onds of such Series are 
v a l i d  and b i n d i n g  g e n e r a l  o b l i g a t i o n s  of the A u t h o r i t y  for 
the p a y m e n t  of w h i c h  the full f a i t h  and c r e d i t  of the 
A u t h o r i t y  are p l e d g e d  as p r o v i d e d  in  this Resolution, and 
e n t i t l e d  to the b e n e f i t s  of this R e s o l u t i o n  and of the Act 
as a m e n d e d  to the da t e  of such Opinion, and such Bonds 
h a v e  b e e n  d u l y  and v a l i d l y  a u t h o r i z e d  and issued in 
a c c o r d a n c e  w i t h  law, i n c l u d i n g  the A c t  as a m e n d e d  to the 
d a t e  of such Opinion, and in a c c o r d a n c e  w i t h  this R e s o l u­
tion; provi d e d ,  that such O p i n i o n  m a y  take e x c e p t i o n  for 
l i m i t a t i o n s  i m p o s e d  by or r e s u l t i n g  from bankruptcy, 
i n solvency, m o r a t o r i u m ,  r e o r g a n i z a t i o n  or o t her laws 
a f f e c t i n g  c r e ditors' rig h t s  generally;

(b) A w r i t t e n  o r d e r  as to d e l i v e r y  of such 
Bonds, s i g n e d  by an A u t h o r i z e d  O f f i c e r  of the Authority;

(c) A c o p y  of the S u p p l e m e n t a l  R e s o l u t i o n  
a u t h o r i z i n g  su c h  Bonds, c e r t i f i e d  b y  an A u t h o r i z e d  O f f i c e  
of the A u t h o r i t y ,  w h i c h  shall, to the ex t e n t  n e c e s s a r y  an 
not a l r e a d y  f i x e d  b y  the Resolution, a mong o ther p r o v i­
sions, specify: (i) the a u t h o r i z e d  p r i n c i p a l  amount, 
d e s i g n a t i o n  and S e r i e s  of such Bonds; (ii) the p u r p o s e s  
for w h i c h  s u c h  Se r i e s  of B o n d s  is b e i n g  issued, w h i c h  
shall be (A) the p u r p o s e  s p e c i f i e d  in S e c t i o n  203, (B) one 
of the p u r p o s e s  s p e c i f i e d  in S e c t i o n  204, or (C) the 
r e f u n d i n g  of B o n d s  as p r o v i d e d  in S e c t i o n  205; (iii) the 
date, and the m a t u r i t y  d a t e  or dates, of the Bonds of such 
Series; (iv) the i n t e r e s t  rate or rates or the m a x i m u m  
rate of i n t e r e s t  of the B o n d s  of such Series or the m e t h o d  
of c a l c u l a t i n g  the i n t e r e s t  rate, w h i c h  in t e r e s t  rate m a y  
be  d e t e r m i n a b l e  at cne or m o r e  s p e c i f i e d  times or p e r i o d i­
ca l l y  b y  r e f e r e n c e  to an i n d e x  or o t h e r  refer e n c e  point, 
an i n t e r e s t  a c c r e t i n g  or c o m p o u n d  interest, zero coupon, 
or like m e t h o d  of i n t e r e s t  rate or y i e l d  c a l c u l a t i o n  and 
the i n t e r e s t  p a y m e n t  d a t e s  therefor, p r o v i d e d  that the 
i n t e r e s t  rate shall be i d e n t i c a l  for all such Bonds of 
like m a t u r i t y ;  (v) the d e n o m i n a t i o n s  of, and the m a n n e r  cf 
dating, n u m b e r i n g  and lettering, the B o nds of such Series;
(vi) the P a y i n g  A g e n t  or P a y i n g  A g e n t s  and the p lace or
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p l a c a s  of p a y m e n t  of the p r i n c i p a l  a n d  R e d e m p t i o n  Price, 
if any, of, and i n t e r e s t  on, the E o n d s  of such Series;
(vii) the R e d e m p t i o n  P r i c e  or Prices, if any, and subject 
to A r t i c l e  IV, the r e d e m p t i o n  t e rms for the B o nds of such 
Series; (viii) the a m o u n t  and due d a t e  of ea c h  S i n k i n g  
F u n d  Installment, if any, for B o n d s  of like m a t u r i t y  of 
such Series; (ix) if so d e t e r m i n e d  b y  the Authority, 
p r o v i s i o n s  for the sale of the B o n d s  of such Series; (x) 
the amount (or the m e t h o d  of d e t e r m i n i n g  the amount), if 
any, to be d e p o s i t e d  from the p r o c e e d s  of such Series of 
B o n d s  in the D e b t  S e r v i c e  F u n d  and p r o v i s i o n s  for the 
a p p l i c a t i o n  t h e r e o f  to the p a y m e n t  of all or a p o r t i o n  of 
the int e r e s t  on such S e r i e s  of B o n d s  or any o t h e r  Series 
of Bonds; (xi) the a m o u n t  to be d e p o s i t e d  from the p r o­
ceeds of such Series cf  B o n d s  in the C a p i t a l  Rese r v e  Fund, 
such that, i m m e d i a t e l y  a f t e r  the a u t h e n t i c a t i o n  and 
d e l i v e r y  of such S e r i e s  of Bonds, the a m o u n t  in such Fu n d  
shall equal the C a p i t a l  R e s e r v e  R e q u i r e m e n t ;  (xii) the 
amount, if any, to be d e p o s i t e d  from the p r o c e e d s  of such 
Se r i e s  of B o n d s  in the R e n e w a l  and C o n t i n g e n c y  R e s erve 
Fund, such that, i m m e d i a t e l y  a f t e r  the a u t h e n t i c a t i o n  and 
d e l i v e r y  of su c h  Se r i e s  of Bonds, the a m o u n t  in such Fu n d  
shall be not less th a n  the R e n e w a l  a n d  C o n t i n g e n c y  R e s e r v e  
Requirement; (xiii) the amount, if any, to be d e p o s i t e d  
fr o m  the p r o c e e d s  of su c h  S e r i e s  of B o n d s  in the O p e r a t i n g  
R e s e r v e  Account; (xiv) the m e t h o d  of c a l c u l a t i n g  Excess 
Inv e s t m e n t  Earnings; (xv) the a m o u n t  to be d e p o s i t e d  from 
the p r o c e e d s  of such S e r i e s  of B o n d s  in the a c c o u n t  in the 
C o n s t r u c t i o n  F u n d  e s t a b l i s h e d  for t.ne P r o j e c t  or tht 
u n d e r t a k i n g  of C a p i t a l  I m p r o v e m e n t s  for w h i c h  such B o nds 
are a u t h o r i s e d  to be issued; and (xvi) the form of the 
B o n d s  of such Series and of the T r u s t e e ' s  c e r t i f i c a t e  of 
au t h e ntication, w h i c h  forms shall be, respectively, 
s u b s t a n t i a l l y  in the forms set f o r t h  in S e c t i o n  1301, w i t h  
such variations, o m i s s i o n s  a n d  i n s e r t i o n s  as are r e q u i r e d  
or p e r m i t t e d  by  this R e s o l u t i o n ;  and (xvii) such other 
m a t t e r s  as shall be n e c e s s a r y  or a p p r o p r i a t e  so as to 
c o m p l y  w i t h  the p r o v i s i o n s  of this Resolu t i o n ;

(d) E x c e p t  in the ca s e  of R e f u n d i n g  3onds, a 
c e r t i f i c a t e  of an A u t h o r i z e d  O f f i c e r  of the A u t h o r i t y  
st a t i n g  that the A u t h o r i t y  is n o t  in d e f a u l t  in the p e r­
for ma n c e  of any of the covenants, c o n d i t i o n s ,  a g r e e m e n t s  
or p r o v i s i o n s  c o n t a i n e d  in this R e s o l u t i o n ;

(e) A c e r t i f i c a t e  from the C o m m i t t e e  s t a t i n g  
th a t  the S u p p l e m e n t a l  R e s o l u t i o n  a u t h o r i z i n g  such B o nds 
has b e e n  a d o p t e d  in a c c o r d a n c e  w i t h  S e c t i o n  11 of the 
P o w e r  Sales A g r eement, p r o v i d e d  that, the S u p p l e m e n t a l  
R e s o l u t i o n  a d o p t e d  p u r s u a n t  to S e c t i o n  12 of the P o w e r  
Sales A g r e e m e n t  d o e s  not r e q u i r e  su c h  a c e r t i ficate; and
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(f) Such f u r t h e r  d o c u m e n t s  as are r e q u i r e d  by 
the p r o v i s i o n s  of S e c t i o n  203, 204 or 205 or A r t i c l e  X or 
any S u p p l e m e n t a l  R e s o l u t i o n  a d o p t e d  p u r s u a n t  to A r t i c l e  X.

2. A f t e r  the o r i g i n a l  i s s u a n c e  of S o nds of any 
Series, no S o n d s  of such S e r i e s  shall be is s u e d  e x c e p t  in lieu 
of or in s u b s t i t u t i o n  for o t h e r  B onds of such Series p u r s u a n t  to 
A r t i c l e  III or S e c t i o n  406 or S e c t i o n  1106.

3. The S u p p l e m e n t a l  R e s o l u t i o n  a u t h o r i z i n g  the 
i n i t i a l  S e r i e s  of B o nds for the P r o j e c t  shall e s t a b l i s h  P r i n c i­
pal I n s t a l l m e n t s  for such Series.

203. P r o j e c t  I s s u e . 1. T h e r e  is h e r e b y  a u t h o r i z e d  
an i s s u e  of B o n d s  u n d e r  this R e s o l u t i o n  w h i c h  shall be d e s i g n a t­
ed " P o w e r  R e v e n u e  Bonds" and w h i c h  shall be i s s u e d  in the 
a g g r e g a t e  p r i n c i p a l  amount not e x c e e d i n g  $ 1 7 5,000,000, p u r s u a n t  
to the S u p p l e m e n t a l  R e s o l u t i o n  e s t a b l i s h i n g  the terms of the 
i ssue in S e r i e s  from time to time, for the p u r p o s e  of p a y i n g  ail 
or a p o r t i o n  of  the C o s t  of A c q u i s i t i o n  and C o n s t r u c t i o n  of the 
Proj e c t .

2. The p r o c e e d s  of the i n i t i a l  Series of Bonds, 
i n c l u d i n g  a c c r u e d  i n t e r e s t  shall be p a i d  to the T r u s t e e  and 
d e p o s i t e d  b y  the Trustee, as follows:

(a) The amount, if any, n e c e s s a r y  so that the 
a m o u n t  in the R e n e w a l  and C o n t i n g e n c y  R e s e r v e  F u n d  is 
e q u a l  to 100% of the R e n e w a l  and C o n t i n g e n c y  R e s e r v e  Fur.d 
R e q u i r e m e n t  shall be d e p o s i t e d  in the R e n ewal and C o n t i n­
g e n c y  R e s e r v e  Fund;

(b) T h e  amount, if any, n e c e s s a r y  so that the
a m o u n t  in the C a p i t a l  R e s e r v e  Fu n d  is equal to the C a p i t a l  
R e s e r v e  Fund R e q u i r e m e n t  shall be d e p o s i t e d  in the C a p i t a l  
R e s e r v e  Fund;

(c) T h e  amount, if any, n e c e s s a r y  so that the
a m o u n t  in the O p e r a t i n g  R e s e r v e  A c c o u n t  is equal to the 
O p e r a t i n g  R e s e r v e  R e q u i r e m e n t  shall be d e p o s i t e d  in the 
O p e r a t i n g  R e s e r v e  Account; and

(d) T h e  b a l a n c e  of the p r o c e e d s  shall be d e p o s­
ite d  i n t o  the C o n s t r u c t i o n  Fund.

204. A d d i t i o n a l  B o n d s . 1. O n e  or mo r e  Se r i e s  of 
A d d i t i o n a l  B o n d s  m a y  be a u t h e n t i c a t e d  and d e l i v e r e d  u p o n  o r i g i­
nal i s s u a n c e  for the p u r p o s e  of p a y i n g  all or a p o r t i o n  of the
C o s t  of A c q u i s i t i o n  and C o n s t r u c t i o n  of any C a p i t a l  I m p r o v e­
ments, u p o n  c o m p l i a n c e  w i t h  the terms and c o n d i t i o n s  set forth 
in S e c t i o n  202, and u p o n  r e c e i p t  b y  the T r u s t e e  of (i) e v i d e n c e
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that such C a p i t a l  Improvements h a v e  b e e n  a p p r o v e d  b y  the C o m m i t­
tee in a c c o r d a n c e  w i t h  the Power S a les A g r eement, and (ii) a 
w r i t t e n  O p i n i o n  of the C o n s u l t i n g  E n g i n e e r  that n e i t h e r  the 
i s s u a n c e  of the A d d i t i o n a l  Bonds n o r  the p a y m e n t  of the C o s t  of 
A c q u i s i t i o n  and C o n s t r u c t i o n  of the C a p i t a l  I m p r o v e m e n t s  will 
i m p a i r  the a b i l i t y  of the A u t h o r i t y  to p a y  D e b t  S e r v i c e  t h r o u g h  
c o l l e c t i o n  of revenues u n d e r  the P o w e r  S a l e s  A g r eement.

2. The proceeds, i n c l u d i n g  a c c r u e d  interest, of the 
A d d i t i o n a l  B o nds of each Series shall be a p p l i e d  s i m u l t a n e o u s l y  
w i t h  the d e l i v e r y  of such Bonds, as p r o v i d e d  in the S u p p l e m e n t a l  
R e s o l u t i o n  a u t h o r i z i n g  such Series.

205. R e f u n d i n g  B o n d s . 1. O n e  or m o r e  S e r i e s  of 
R e f u n d i n g  B o nds m a y  be a u t h e n t i c a t e d  a n d  d e l i v e r e d  u p o n  or i g i n a l  
iss u a n c e  to ref u n d  any O u t s t a n d i n g  B o n d  or Bonds. R e f u n d i n g  
Bo nds shall be is s u e d  in a p r i n c i p a l  a m o u n t  sufficient, t o g e t h e r  
w i t h  o t h e r  m o n e y s  avail a b l e  therefor, to a c c o m p l i s h  such r e f u n d­
ing and to m a k e  the d e p o s i t s  in the F u n d s  and A c c o u n t s  u n d e r  
this R e s o l u t i o n  r e q u i r e d  by the p r o v i s i o n s  of the S u p p l e m e n t a l  
R e s o l u t i o n  a u t h o r i z i n g  such Bonds. B o n d s  i s s u e d  to retire the 
V a r i a b l e  Ra t e  D e m a n d  Bonds are not s u b j e c t  to the r e q u i r e m e n t s  
of this s e c t i o n  for R e f u n d i n g  Bonds.

2. R e f u n d i n g  B onds of e a c h  S e r i e s  shall be a u t h e n­
tic a t e d  and d e l i v e r e d  b y  the T r u s t e e  o n l y  u p o n  r e c e i p t  b y  the 
T r u s t e e  (in a d d i t i o n  to the d o c u m e n t s  r e q u i r e d  b y  S e c t i o n  202) 
o f :

(a) I r r e v o c a b l e  i n s t r u c t i o n s  to the Trustee, 
s a t i s f a c t o r y  to it, to give d u e  n o t i c e  of redemption, on a 
r e d e m p t i o n  da t e  or d ates s p e c i f i e d  in such instructions, 
of any of the ref u n d e d  B o n d s  to be redeemed;

(b) I r r e v o c a b l e  i n s t r u c t i o n s  to the Trustee, 
s a t i s f a c t o r y  to it, to gi v e  d u e  n o t i c e  p r o v i d e d  for in 
S e c t i o n  1201 to the H o l d e r s  of the B o n d s  b e i n g  refunded; 
and

(c) E i t h e r  (i) m o n e y s  ( i n c l u d i n g  m o n e y s  w i t h­
d r a w n  and d e p o s i t e d  p u r s u a n t  to s u b s e c t i o n  4 of S e c t i o n  
507) in an amo u n t  s u f f i c i e n t  to e f f e c t  p a y m e n t  at the 
a p p l i c a b l e  R e d e m p t i o n  P r ice of the r e f u n d e d  B o n d s  to be 
r e d e e m e d  and of the p r i n c i p a l  a m o u n t  of the r e f u n d e d  B onds 
no t  to be redeemed, t o g e t h e r  w i t h  a c c r u e d  i n t e r e s t  on such 
B o n d s  to the r e d e m p t i o n  d a t e  or m a t u r i t y  date, as the case 
m a y  be, w h i c h  m o n e y s  shall be h e l d  b y  the T r u s t e e  in a 
s e p a r a t e  a c c o u n t  i r r e v o c a b l y  in t r u s t  for and a s s i g n e d  to 
the r e s p e c t i v e  H o l d e r s  of the B o n d s  to be  refunded, or
(ii) F e d e r a l  O b l i g a t i o n s  in such p r i n c i p a l  amounts, of 
s u c h  matur i t i e s ,  b e a r i n g  su c h  interest, and o t h e r w i s e
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h a v i n g  such terms and q u a l i f i c a t i o n s ,  and any moneys, as 
shall be n e c e s s a r y  to c o m p l y  w i t h  the p r o v i s i o n s  of 
s u b s e c t i o n  2 of S e c t i o n  1201, w h i c h  F e d eral O b l i g a t i o n s  
and m o n e y s  shall be h e l d  in trust by  the T r u s t e e  and used 
o n l y  as p r o v i d e d  in said s u b s e c t i o n  2.

3. T h e  proceeds, i n c l u d i n g  a c c r u e d  interest, of the 
R e f u n d i n g  B o n d s  of ea c h  Series shall be a p p l i e d  s i m u l t a n e o u s l y  
w i t h  the d e l i v e r y  of su c h  Bonds for the p u r p o s e s  of m a k i n g  
d e p o s i t s  in such F u nds and A c c o u n t s  u n d e r  this R e s o l u t i o n  as 
shall be p r o v i d e d  b y  the S u p p l e m e n t a l  R e s o l u t i o n  a u t h o r i z i n g  
such Series of R e f u n d i n g  Bonds and shall be a p p l i e d  to the 
r e f u n d i n g  p u r p o s e s  t h e r e o f  in the m a n n e r  p r o v i d e d  in said S u p­
ple m e n t a l  Resolu t i o n .

4. T h e  S u p p l e m e n t a l  R e s o l u t i o n  a u t h o r i z i n g  a Series 
of R e f u n d i n g  B o n d s  m a y  e s t a b l i s h  such funds and a c c o u n t s  in 
a d d i t i o n  to the F u n d s  and A c c o u n t s  e s t a b l i s h e d  h e r e i n  as are 
n e c e s s a r y  to p r o v i d e  for such refunding.

A R T I C L E  III 

G e n e r a l  T e r m s  and P r o v i s i o n s  of Bonds

301. M e d i u m  of Payment; Form and Date: Letters and 
N u m b e r s . 1. The B o nds shall be payable, w i t h  r e s p e c t  to
interest, p r i n c i p a l  and R e d e m p t i o n  Price, in any c o i n  or c u r r e n­
cy of the U n i t e d  S t a t e s  of A m e r i c a  w h i c h  at the time of p a y m e n t  
is legal t e n d e r  for the p a y m e n t  of p u b l i c  a n d  p r i v a t e  debts.

2. The B o n d s  of each S e r i e s  shall be n e g o t i a b l e  
i n s t r u m e n t s  i s s u e d  in the form of f u l l y  r e g i s t e r e d  Bonds. If 
and to the e x t e n t  it is h e r e a f t e r  j u d i c i a l l y  d e t e r m i n e d  or 
d e t e r m i n e d  b y  e n a c t m e n t  of law that c o u p o n  b o n d s  m a y  be issued 
w i t h  i n t e r e s t  e x e m p t  fr o m  federal in c o m e  t a x a t i o n  or if the 
A u t h o r i t y  d e t e r m i n e s  to issue Bonds the i n t e r e s t  o n  w h i c h  is not 
e x e m p t  fr o m  taxation, the A u t h o r i t y  m a y  p r o v i d e  for the i s s u­
ance, execution, aut h o r i z a t i o n ,  e x c h a n g e  and o t h e r  d e t a i l s  of 
c o u p o n  b o n d s  b y  S u p p l e m e n t a l  Resolution.

3. E a c h  B o n d  shall be l e t t e r e d  and n u m b e r e d  as 
p r o v i d e d  in this R e s o l u t i o n  or the S u p p l e m e n t a l  R e s o l u t i o n  
a u t h o r i z i n g  the Se r i e s  of w h i c h  such B o n d  is a p a r t  a n d  so as to 
be d i s t i n g u i s h e d  f r o m  e v e r y  o t h e r  Bond.

4. B o n d s  of each Series shall be d a t e d  as p r o v i d e d  
in the S u p p l e m e n t a l  R e s o l u t i o n  a u t h o r i z i n g  such Series.

5. T h e  p r i n c i p a l  and R e d e m p t i o n  P r ice of the Bonds 
shall be p a y a b l e  u p o n  p r e s e n t a t i o n  and s u r r e n d e r  at the p r i n c i­
pal c o r p o r a t e  t r u s t  o f f i c e  of any P a y i n g  A g e n t  or as may be
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p r o v i d e d  b y  S u p p l e m e n t a l  Resolution. Int e r e s t  on S o n d s  shall be 
p a i d  b y  the T r u s t e e  by c h e c k  or d r a f t  m a i l e d  to the r e g i s t e r e d  
o w n e r s  of r e c o r d  at the addre s s e s  of such o w n e r s  a p p e a r i n g  on 
the r e g i s t r a t i o n  b o o k s  m a i n t a i n e d  by  the A u t h o r i t y  for such 
p u r p o s e  at the p r i n c i p a l  c o r p o r a t e  trust o f f i c e  of the B o n d  
R e g i s t r a r  or as m a y  be p r o v i d e d  b y  S u p p l e m e n t a l  Resolu t i o n .

302. L e g e n d s . The B onds of e a c h  Se r i e s  m a y  c o n t a i n  
or h a v e  e n d o r s e d  t h e r e o n  such provisions, s p e c i f i c a t i o n s  and 
d e s c r i p t i v e  w o r d s  n o t  i n c o n s i s t e n t  w i t h  the p r o v i s i o n s  of this 
R e s o l u t i o n  as m a y  be n e c e s s a r y  or d e s i r a b l e  to c o m p l y  w i t h  
custom, the rules of any s e c u r i t i e s  e x c h a n g e  or c o m m i s s i o n  or 
b r o k e r a g e  board, or otherwise, as m a y  be d e t e r m i n e d  b y  the 
A u t h o r i t y  p r i o r  to the a u t h e n t i c a t i o n  and d e l i v e r y  thereof.

303. E x e c u t i o n  and A u t h e n t i c a t i o n . 1. T h e  B o n d s  
shall be e x e c u t e d  i n  the name of the A u t h o r i t y  b y  the m a n u a l  or 
f a c s i m i l e  s i g n a t u r e  of its C h a i r m a n  or its V i c e  Chairman, and 
its c o r p o r a t e  seal (or a f a c s i m i l e  thereof) shall be impressed, 
imprinted, e n g r a v e d  or o t h e r w i s e  r e p r o d u c e d  t h e r e o n  and a t t e s t e d  
b y  the m a n u a l  or f a c s imile s i g n a t u r e  of the S e c r e t a r y  or an 
A s s i s t a n t  S e c r e t a r y  of the Authority, or in su c h  o t h e r  m a n n e r  as 
m a y  be r e q u i r e d  or p e r m i t t e d  by law. In case any one or m o r e  of 
the o f f i c e r s  who shall ha v e  sig n e d  or s e a l e d  any of the B o nds 
shall c e a s e  to be such o f f i c e r  b e f o r e  the B o nds so s i g n e d  and 
s e a l e d  shall h a v e  b e e n  a u t h e n t i c a t e d  and d e l i v e r e d  b y  the 
Trustee, su c h  B onds may, n e v ertheless, be a u t h e n t i c a t e d  and 
d e l i v e r e d  as h e r e i n  provided, and m a y  be i s s u e d  as if the p e r­
sons who s i g n e d  or sealed such B o nds h a d  not c e a s e d  to h o l d  such 
offices. A n y  Bo n d  of a Series m a y  be sig n e d  and sea l e d  on 
b e h a l f  of the A u t h o r i t y  b y  such p e r s o n s  as at the time of the 
e x e c u t i o n  of such B o nds shall be d u l y  a u t h o r i z e d  to h o l d  the 
p r o p e r  o f f i c e  in the Authority, a l t h o u g h  at the da t e  b o r n e  by 
the 3 o n d s  of such Se r i e s  su c h  p e r s o n  m a y  not h a v e  b e e n  so a u­
th o r i z e d  or h a v e  h e l d  such office.

2. T h e  B onds of ea c h  Series shall b e a r  t h e r e o n  a 
c e r t i f i c a t e  of authen t i c a t i o n ,  in the form set f o r t h  in S e c t i o n  
1301 and a n y  S u p p l e m e n t a l  R e s o l u t i o n  a u t h o r i z i n g  s u c h  Bonds, 
e x e c u t e d  m a n u a l l y  b y  the Trustee. O n l y  such B o nds as shall b e a r  
t h e r e o n  su c h  c e r t i f i c a t e  of a u t h e n t i c a t i o n  shall be e n t i t l e d  to 
any r i g h t  or b e n e f i t  u n d e r  this R e s o l u t i o n  and no B o n d  shall be 
v a l i d  or o b l i g a t o r y  for any p u r p o s e  u n t i l  su c h  c e r t i f i c a t e  of 
a u t h e n t i c a t i o n  shall ha v e  b e e n  d u l y  e x e c u t e d  b y  the Trustee.
S u c h  c e r t i f i c a t e  of the T r u s t e e  u p o n  any B o n d  e x e c u t e d  on b e h a l f  
of the A u t h o r i t y  shall be c o n c l u s i v e  e v i d e n c e  that the B o n d  so 
a u t h e n t i c a t e d  has b e e n  d u l y  a u t h e n t i c a t e d  and d e l i v e r e d  u n d e r  
this R e s o l u t i o n  and that the H o l d e r  t h e r e o f  is e n t i t l e d  to the 
b e n e f i t s  of this Resolution.
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304. E x c h a n g e  of B o n d s . Bonds, u p o n  s u r r e n d e r  
t h e r e o f  at the p r i n c i p a l  c o r p o r a t e  trust o f f i c e  of the Bond 
R e g i s t r a r  w i t h  a w r i t t e n  i n s t r u m e n t  of t r a n s f e r  s a t i s f a c t o r y  to 
the B o n d  Registrar, d u l y  e x e c u t e d  by the r e g i s t e r e d  o w n e r  or his 
d u l y  a u t h o r i z e d  attorney, may, at the o p t i o n  of the r e g i s t e r e d  
o w n e r  thereof, and u p o n  p a y m e n t  b y  such r e g i s t e r e d  o w ner of any 
c h a r g e s  w h i c h  the E o n d  R e g i s t r a r  m a y  m a k e  as p r o v i d e d  in S e c t i o n  
306, be e x c h a n g e d  for an e q ual a g g r e g a t e  p r i n c i p a l  a m o u n t  of 
B onds of the same S e r i e s  and m a t u r i t y  of any o t h e r  a u t h o r i z e d  
d e n o m i n a t i o n s .

305. N e g o t i a b i l i t y ,  T r a n s f e r  and R e g i s t r y . 1. Bonds 
shall be t r a n s f e r a b l e  o n l y  u p o n  the b o o k s  of the Authority, 
w h i c h  s hall be kept for su c h  p u r p o s e s  at the p r i n c i p a l  c o r p o r a t e  
t rust o f f i c e  of the B o n d  Registrar, by  the r e g i s t e r e d  o w n e r  
t h e r e o f  in p e r s o n  or by h i s  a t t o r n e y  d u l y  a u t h o r i z e d  in writing, 
u p o n  s u r r e n d e r  t h e r e o f  t o g e t h e r  w i t h  a w r i t t e n  i n s t r u m e n t  of 
t r a n s f e r  s a t i s f a c t o r y  to the Bo n d  R e g i s t r a r  d u l y  e x e c u t e d  b y  the 
r e g i s t e r e d  o w ner or his d u l y  a u t h o r i z e d  attorney. U p o n  t r a n s f e r  
of a n y  such Bond, the A u t h o r i t y  shall issue in the name of the 
t r a n s f e r e e  a new B o n d  or B o n d s  of the same a g g r e g a t e  p r i n c i p a l  
a m o u n t  and Series and m a t u r i t y  as the s u r r e n d e r e d  Bond.

2. The A u t h o r i t y  and ea c h  F i d u c i a r y  m a y  d e e m  and 
t r e a t  the p e r s o n  in w h o s e  n a m e  any Bo n d  shall b e  r e g i s t e r e d  u p o n  
the b o o k s  of the A u t h o r i t y  as the a b s o l u t e  o w n e r  of such Bond, 
w h e t h e r  su c h  Bond shall be o v e r d u e  or not, for the p u r p o s e  of 
r e c e i v i n g  p a y m e n t  of, or on a c c o u n t  of, the p r i n c i p a l  and 
R e d e m p t i o n  Price, if any, of and i n t e r e s t  on su c h  B o n d  and for 
all o t h e r  purposes, and all such p a y m e n t s  so m a d e  to any such 
r e g i s t e r e d  owner or u p o n  his o r d e r  shall be v a l i d  and e f f e c t u a l  
to s a t i s f y  and d i s c h a r g e  the l i a b i l i t y  u p o n  su c h  B o n d  to the 
e x t e n t  of the sum or sums so paid, and n e i t h e r  the A u t h o r i t y  nor 
any F i d u c i a r y  shall be a f f e c t e d  b y  any n o t i c e  to the contrary. 
The A u t h o r i t y  agrees to i n d e m n i f y  and save e a c h  F i d u c i a r y  
h a r m l e s s  from and a g a i n s t  any and all loss, cost, charge, 
expense, j u d g m e n t  or l i a b i l i t y  i n c u r r e d  b y  it, a c t i n g  in g o o d  
f aith a n d  w i t h o u t  n e g l i g e n c e  u n d e r  this Resolu t i o n ,  in so t r e a t­
ing s u c h  r e g i s t e r e d  owner.

306. R e g u l a t i o n s  W i t h  R e s p e c t  to E x c h a n g e s  and 
T r a n s f e r s . In all c a s e s  in w h i c h  the p r i v i l e g e  of e x c h a n g i n g  or 
t r a n s f e r r i n g  Bonds is exercised, the A u t h o r i t y  shall e x e c u t e  and 
the T r u s t e e  shall a u t h e n t i c a t e  and d e l i v e r  B o n d s  in a c c o r d a n c e  
w i t h  the p r o v i s i o n s  of this R e s o l u t i o n .  All B o n d s  s u r r e n d e r e d  
in any su c h  e x c h a n g e s  or t r a n s f e r  shall f o r t h w i t h  be d e l i v e r e d  
to the T r u s t e e  and c a n c e l l e d  by the Trustee. For e v e r y  su c h  
e x c h a n g e  or t r a n s f e r  of Bonds, w h e t h e r  t e m p o r a r y  or defin i t i v e ,  
the A u t h o r i t y  or the B o n d  R e g i s t r a r  m a y  m a k e  a c h a r g e  s u f f i c i e n t  
to r e i m b u r s e  it for any tax, fee or o t h e r  g o v e r n m e n t a l  c h a r g e  
r e q u i r e d  to be p a i d  w i t h  r e s p e c t  to su c h  e x c h a n g e  or transfer.
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N e i t h e r  the A u t h o r i t y  nor the B o n d  R e g i s t r a r  shall be r e q u i r e d  
(a) to t r a n s f e r  or ex c h a n g e  B o n d s  of a Se r i e s  w h i c h  c o u l d  be 
r e d e e m e d  for a p e r i o d  of 15 d a y s  ne x t  p r e c e d i n g  any s e l e c t i o n  of 
such B o n d s  to be so red e e m e d  or t h e r e a f t e r  u n t i l  a fter the first 
m a i l i n g  of any no t i c e  of redemption; or (b) to t r a n s f e r  or 
e x c h a n g e  any Bonds c a l l e d  for redemption.

307. Bonds Mutilated, Destroyed, S t o l e n  or L o s t . If 
any 5 o n d  b e c o m e s  m u t i l a t e d  or  is lost, st o l e n  or d e s troyed, the 
A u t h o r i t y  m a y  e x e c u t e  and the T r u s t e e  shall a u t h e n t i c a t e  and 
d e l i v e r  a n e w  B o n d  of like d a t e  of issue, m a t u r i t y  date, p r i n c i­
pal a m o u n t  and i n t e r e s t  rate p e r  a n n u m  as the B o n d  so m u t i l a t e d ,  
lost, s t o l e n  or destroyed, p r o v i d e d  that (i) in the ca s e  of such 
m u t i l a t e d  Bond, such B o n d  is f i r s t  s u r r e n d e r e d  to the Aut h o r i t y ,
(ii) in the case of any such lost, s t o l e n  or d e s t r o y e d  B o n d  
there is f i r s t  f u r n i s h e d  e v i d e n c e  of s u c h  loss, theft or d e­
st r u c t i o n  s a t i s f a c t o r y  to the A u t h o r i t y  t o g e t h e r  w i t h  i n d e m n i t y  
s a t i s f a c t o r y  to the Authority, (iii) all o t h e r  r e a s o n a b l e  
r e q u i r e m e n t s  of the A u t h o r i t y  are c o m p l i e d  with, and (iv) 
e x p e n s e s  in c o n n e c t i o n  w i t h  such t r a n s a c t i o n  are p a i d  b y  the 
Holder. A n y  Bonds s u r r e n d e r e d  for e x c h a n g e  shall be can c e l l e d .  
A n y  su c h  n e w  B o nds issued p u r s u a n t  to this S e c t i o n  in s u b s t i t u­
t i o n  for B o n d s  a l l e g e d  to be d e s t r o y e d ,  s t o l e n  or lost shall 
c o n s t i t u t e  o r i g i n a l  a d d i t i o n a l  c o n t r a c t u a l  o b l i g a t i o n s  on the 
p a r t  of the Authority, w h e t h e r  or n o t  the B o nds so a l l e g e d  to be 
d e s troyed, s t o l e n  or lost be at any time e n f o r c e a b l e  b y  anyone, 
and shall be e q u a l l y  s e c u r e d  b y  and e n t i t l e d  to equal and 
p r o p o r t i o n a t e  b e n e f i t s  w i t h  all o t h e r  S onds i s s u e d  u n d e r  this 
Resol u t i o n ,  in any m o n e y s  or s e c u r i t i e s  h e l d  by  the A u t h o r i t y  cr 
any F i d u c i a r y  for the b e n e f i t  of the Bond h o l d e r s .

308. T e m p o r a r y  Eor.ds. 1. U n t i l  the d e f i n i t i v e  
B o nds cf any Se r i e s  are prepared, the A u t h o r i t y  m a y  execute, in 
the same m a n n e r  as is p r o v i d e d  in S e c t i o n  303, and u p o n  the 
r e q u e s t  of the Authority, the T r u s t e e  shall a u t h e n t i c a t e  and 
deliver, in lieu of d e f i n i t i v e  Bonds, b u t  s u b j e c t  to the same 
p r o v i s i o n s ,  l i m i t a t i o n s  and c o n d i t i o n s  as the d e f i n i t i v e  B o n d s  
e x c e p t  as to the d e n o m i n a t i o n  thereof, one or m o r e  t e m p o r a r y  
B o n d s  s u b s t a n t i a l l y  of the t e n o r  of the d e f i n i t i v e  B o n d s  in lieu 
of w h i c h  su c h  t e m p o r a r y  B o n d  or B o n d s  are issued, in d e n o m­
in a t i o n s  a u t h o r i z e d  b y  the Aut h o r i t y ,  and w i t h  such omi s s i o n s ,  
i n s e r t i o n s  and v a r i a t i o n s  as m a y  be a p p r o p r i a t e  to t e m p o r a r y  
Bonds. T h e  A u t h o r i t y  at its o w n  e x p e n s e  shall p r e p a r e  and 
execute, and, u p o n  s u r r e n d e r  of su c h  t e m p o r a r y  Bonds for e x­
cha n g e  and the c a n c e l l a t i o n  of su c h  s u r r e n d e r e d  t e m p o r a r y  Bonds, 
the T r u s t e e  shall a u t h e n t i c a t e  and w i t h o u t  c h a r g e  to the H o l d e r  
t h e r e o f  d e l i v e r  in ex c h a n g e  therefor, d e f i n i t i v e  Bonds, if any, 
of the same a g g r e g a t e  p r i n c i p a l  a m o u n t  and S e r i e s  and m a t u r i t y  
as the t e m p o r a r y  E o nds surrendered. U n t i l  so exchanged, the 
t e m p o r a r y  B o nds shall in all r e s p e c t s  be e n t i t l e d  to the same
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b e n e f i t s  and s e c u r i t y  as d e f i n i t i v e  B o n d s  a u t h e n t i c a t e d  and 
i s s u e d  p u r s u a n t  to this Resolution.

2. If the A u t h o r i t y  shall a u t h o r i z e  the iss u a n c e  of 
t e m p o r a r y  B o n d s  in mo r e  than one d e n o m i n a t i o n ,  the H o l d e r  of any 
t e m p o r a r y  B o n d  or B o n d s  may, at h i s  option, s u r r e n d e r  the s' e 
to the T r u s t e e  in e x c h a n g e  for a n o t h e r  t e m p o r a r y  B o n d  or Bonds 
of like a g g r e g a t e  p r i n c i p a l  a m o u n t  and S e r i e s  and m a t u r i t y  of 
any o t h e r  a u t h o r i z e d  d e n o m i n a t i o n  o r  d e n o m i n a t i o n s ,  and t h e r e­
up o n  the A u t h o r i t y  shall e x e c u t e  and the T r u s t e e  shall a u t h e n t i­
cate and, in e x c h a n g e  for the t e m p o r a r y  B o n d  or Bonds so s u r r e n­
d e r e d  and u p o n  p a y m e n t  of the taxes, fees a n d  c h a r g e s  p r o v i d e d  
for in S e c t i o n  306, shall d e l i v e r  a t e m p o r a r y  B o n d  or Bonds of 
like a g g r e g a t e  p r i n c i p a l  amount, S e r i e s  and m a t u r i t y  in such 
o t h e r  a u t h o r i z e d  d e n o m i n a t i o n  or d e n o m i n a t i o n s  as shall be 
r e q u e s t e d  b y  such Holder.

3. All t e m p o r a r y  Bonds s u r r e n d e r e d  in ex c h a n g e  
e i t h e r  for a n o t h e r  t e m p o r a r y  B o n d  o r  B onds or for a d e f i n i t i v e  
B o n d  or B o n d s  shall be f o r t h w i t h  c a n c e l l e d  b y  the Trustee.

A R T I C L E  IV 

R e d e m p t i o n  of B onds

401. P r i v i l e g e  of R e d e m p t i o n  and R e d e m p t i o n  P r i c e . 
B o n d s  s u b j e c t  to r e d e m p t i o n  p r i o r  to m a t u r i t y  p u r s u a n t  to this 
R e s o l u t i o n  or a S u p p l e m e n t a l  R e s o l u t i o n  shall be redeemable, 
u p o n  n o t i c e  as p r o v i d e d  in this A r t i c l e  IV, at such times, at 
such R e d e m p t i o n  P r i c e s  and u p o n  s u c h  t e rms in a d d i t i o n  to the 
t erms c o n t a i n e d  in this A r t i c l e  IV as m a y  be s p e c i f i e d  in this 
R e s o l u t i o n  or in the S u p p l e m e n t a l  R e s o l u t i o n  a u t h o r i z i n g  such 
S e r i e s .

402. R e d e m p t i o n  at the E l e c t i o n  or D i r e c t i o n  of the 
A u t h o r i t y . In the case of any r e d e m p t i o n  of B onds at the 
e l e c t i o n  or d i r e c t i o n  of the Aut h o r i t y ,  the A u t h o r i t y  shall give 
w r i t t e n  n o t i c e  to the T r u s t e e  of its e l e c t i o n  or d i r e c t i o n  so to 
redeem, of the r e d e m p t i o n  date, of the Series, and of the 
p r i n c i p a l  a m o u n t s  of the B onds of e a c h  m a t u r i t y  of such Series 
to be r e d e e m e d  (which Series, m a t u r i t i e s  a n d  p r i n c i p a l  amounts 
t h e r e o f  to be r e d e e m e d  shall be d e t e r m i n e d  b y  the A u t h o r i t y  in 
its sole d i s c r e t i o n ,  s u b j e c t  to a n y  l i m i t a t i o n s  w i t h  respect 
t h e r e t o  c o n t a i n e d  in this R e s o l u t i o n  and the S u p p l e m e n t a l  
R e s o l u t i o n  w i t h  r e s p e c t  to such S e ries). Su c h  n o t i c e  shall be 
g i v e n  at least 40 d a y s  p r i o r  to the r e d e m p t i o n  d a t e  or such 
s h o r t e r  p e r i o d  as shall be a c c e p t a b l e  to the Trustee. In the 
e v e n t  n o t i c e  of r e d e m p t i o n  shall h a v e  b e e n  g i v e n  as in S e c t i o n  
405 provided, there shall be p a i d  p r i o r  to the r e d e m p t i o n  date 
to the a p p r o p r i a t e  P a y i n g  A g e n t s  an a m o u n t  in c a s h  which, in
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a d d i t i o n  to o t h e r  moneys, if any, a v a i l a b l e  t h e r e f o r  h e l d  by 
such P a y i n g  Agents, will be s u f f i c i e n t  to r e d e e m  on the r e d e m p­
tion da t e  at the R e d e m p t i o n  Price thereof, p l u s  i n t e r e s t  a c c r u e d  
and u n p a i d  to the r e d e m p t i o n  date, all of the B o n d s  to be 
redeemed. T h e  A u t h o r i t y  shall p r o m p t l y  n o t i f y  the T r u s t e e  in 
w r i t i n g  of all such p a y m e n t s  by it to ? P a y i n g  Agent.

403. R e d e m p t i o n  O t h e r w i s e  T h a n  at the A u t h o r i t y ' s  
E l e c t i o n  or D i r e c t i o n . W h e n e v e r  by the t e r m s  of this R e s o l u t i o n  
the T r u s t e e  is r e q u i r e d  or c ’.chorized to r e d e e m  B o n d s  o t h e r w i s e  
than at the e l e c t i o n  or d i r e c t i o n  of the A u t hority, the T r u s t e e  
shall sel e c t  the B o n d s  to be redeemed, g i v e  the no t i c e  of 
r e d e m p t i o n  and p a y  out of m o n e y s  a v a i l a b l e  t h e r e f o r  the R e d e m p­
tion P r i c e  thereof, p l u s  i n t e r e s t  a c c r u e d  and u n p a i d  to the 
r e d e m p t i o n  date, to the a p p r o p r i a t e  P a y i n g  A g e n t s  in a c c o r d a n c e  
w i t h  the terms of this A r t i c l e  IV and, to the e x t e n t  applicable. 
S e c t i o n  507.

404. S e l e c t i o n  of B o n d s  to be R e d e e m e d . If less than 
all of the Bonds of like m a t u r i t y  of any S e r i e s  shall be c a l l e d  
for p r i o r  redemption, the p a r t i c u l a r  B o n d s  or p o r t i o n s  of B o n d s  
to be r e d e e m e d  shall be s e l e c t e d  at r a n d o m  b y  the T r u s t e e  in 
such m a n n e r  as the T r u s t e e  in its d i s c r e t i o n  m a y  d e e m  fair and 
a p p r o p r i a t e .

405. N o t i c e  of R e d e m p t i o n . W h e n  the T r u s t e e  shall 
r e c e i v e  n o t i c e  from the A u t h o r i t y  of its e l e c t i o n  or d i r e c t i o n  
to r e d e e m  B o n d s  p u r s u a n t  to S e c t i o n  402, a n d  w h e n  r e d e m p t i o n  of 
B o n d s  is a u t h o r i z e d  or r e q u i r e d  p u r s u a n t  to S e c t i o n  403, the 
T r u s t e e  shall give notice, in the name of the A u t hority, of the 
r e d e m p t i o n  of such Bonds, w h i c h  n o t i c e  s hall s p e c i f y  the Series 
a nd m a t u r i t i e s  of the B o n d s  to be redeemed, the r e d e m p t i o n  da t e  
and the p l a c e  or p l a c e s  w h e r e  a m o u n t s  due u p o n  such r e d e m p t i o n  
will be p a y a b l e  and, if less than all of the B o nds of any like 
S e r i e s  and m a t u r i t y  are to be redeemed, the letters and numbers 
or  o t h e r  d i s t i n g u i s h i n g  m a r k s  of su c h  B o n d s  so to be  redeemed, 
and, in the c a s e  of B o n d s  to be r e d e e m e d  in p a r t  only, such 
n o t i c e  s hall also s p e c i f y  the r e s p e c t i v e  p o r t i o n s  of the p r i n c i­
pal a m o u n t  t h e r e o f  to be redeemed. S u c h  n o t i c e  shall f u r t h e r  
st ate t h a t  o n  such d a t e  t here shall b e c o m e  due and p a y a b l e  up o n  
e a c h  B o n d  to be r e d e e m e d  the R e d e m p t i o n  P r i c e  thereof, or the 
R e d e m p t i o n  P r i c e  of the s p e c i f i e d  p o r t i o n s  of the p r i n c i p a l  
t h e r e o f  in the case of B o n d s  to be r e d e e m e d  in p a r t  only, t o­
ge t h e r  w i t h  i n t e r e s t  a c c r u e d  to the r e d e m p t i o n  date, and that 
fr o m  and a f t e r  such d a t e  i n t e r e s t  t h e r e o n  shall c e a s e  to accrue 
and be payable. S u c h  n o t i c e  shall be g i v e n  b y  m a i l i n g  such 
notice, p o s t a g e  prepaid, n o t  less th a n  25 or m o r e  th a n  40 da y s  
b e f o r e  the r e d e m p t i o n  date, to the r e g i s t e r e d  o w n e r s  of any 
B o n d s  or p o r t i o n s  of B o n d s  w h i c h  are to be  redeemed, at their 
last addresses, if any, a p p e a r i n g  u p o n  the r e g i s t r y  books.
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406. P a y m e n t  of R e d e e m e d  S o n d s . N o t i c e  h a v i n g  b e e n  
g i v e n  in the m a n n e r  p r o v i d e d  in S e c t i o n  405, the Bonds or 
p o r t i o n s  t h e r e o f  so c a l l e d  for r e d e m p t i o n  shall b e c o m e  due and 
p a y a b l e  o n  the r e d e m p t i o n  da t e  so d e s i g n a t e d  at the R e d e m p t i o n  
Price, p l u s  i n t e r e s t  a c c r u e d  and u n p a i d  cne r e d e m p t i o n  date, 
and, u p o n  p r e s e n t a t i o n  and surrer.d-51 t h e reof at the office 
s p e c i f i e d  in such notice, such Bonds, or p o r t i o n s  thereof, shall 
be p a i d  at the R e d e m p t i o n  Price, p l u s  int e r e s t  a c c r u e d  and 
u n p a i d  to the r e d e m p t i o n  date. If there shall be d r a w n  for 
r e d e m p t i o n  less than all of a Bond, the A u t h o r i t y  shall e x e c u t e  
and the T r u s t e e  shall a u t h e n t i c a t e  and the P a y i n g  A g e n t  shall 
deliver, u p o n  the s u r r e n d e r  of such Bond, w i t h o u t  cha r g e  to the 
o w n e r  thereof, for the u n r e d e e m e d  b a l a n c e  of tne p r i n c i p a l  
a m o u n t  of the Bo' icl so surrendered, at the o p t i o n  of the o w n e r  
thereof, B o n d s  or like Se r i e s  and m a t u r i t y  in any of the a u t h o r­
ized  d e n o m i n a t i o n s .  If, on the r e d e m p t i o n  date, m o n e y s  for the 
r e d e m p t i o n  of all the B o n d s  or p o r t i o n s  t h e r e o f  of any like 
Se r i e s  and m a t u r i t y  to be redeemed, t o g e t h e r  w i t h  i n t e r e s t  to 
the r e d e m p t i o n  date, shall b e  h e l d  b y  the P a y i n g  A g e n t s  so as to 
be  a v a i l a b l e  t h e r e f o r  o n  said da t e  and if n o t i c e  of r e d e m p t i o n  
shall h a v e  b e e n  m a i l e d  as a f o r e s a i d  (and n o t w i t h s t a n d i n g  any 
d e f e c t  t h e r e i n  or the lack of actual r e c e i p t  t h e r e o f  b y  any 
B o n d h o l d e r ) ,  then, from and a f ter the r e d e m p t i o n  date i n t e r e s t  
on  the B o n d s  or p o r t i o n s  t h e r e o f  of such Se r i e s  and m a t u r i t y  so 
c a l l e d  for r e d e m p t i o n  shall c e a s e  to accrue and b e c o m e  payable. 
If s a i d  m o n e y s  shall n o t  be so a v a i l a b l e  on the r e d e m p t i o n  date, 
s’ B o n d s  or p o r t i o n s  t h e r e o f  shall c o n t i n u e  to b e a r  i n t e r e s t  
until p a i d  at the same rate as they w o u l d  ha v e  b o r n e  h a d  they 
n-v. s e e n  c a l l e d  for redemption.

A R T I C L E  V

E s t a b l i s h m e n t  of Funds and A p p l i c a t i o n  T h e r e o f

501. P l e d g e  of R e v e n u e s  and O t h e r  F u n d s . 1. A 
p l e d g e  of  the Revenues, and of all moneys, s e c u r i t i e s  and funds, 
e x c e p t  the E x c e s s  I n v e s t m e n t  E a r n i n g s  Fund, h e l d  or set a s ide or 
to be h e l d  o r  set a s ide b y  the A u t h o r i t y  or any F i d u c i a r y  u n d e r  
t h i s  R e s o l u t i o n ,  is h e r e b y  made, and the same are h e r e b y  p l e d g e d  
and a s s i g n e d  to secure the p a y m e n t  of the p r i n c i p a l  and R e d e m p­
tio n  P r i c e  of a n d  i n t e r e s t  on the B o nds and any S i n k i n g  Fu n d  
I n s t a l l m e n t s  for the r e t i r e m e n t  thereof, s u b j e c t  o n l y  to the 
p r o v i s i o n s  of this R e s o l u t i o n  p e r m i t t i n g  the payment, s e t t i n g  
a p a r t  o r  a p p r o p r i a t i o n  t h e r e o f  for or to the p u r p o s e s  and o n  the 
terms, c o n d i t i o n s ,  p r i o r i t i e s  and o r d e r  set f orth in or p r o v i d e d  
u n d e r  th i s  R e s o l u t i o n .  Th i s  p l e d g e  shall b e  v a l i d  and b i n d i n g  
from the time w h e n  it is made; the R e v e n u e s  so p l e d g e d  and th e n  
or t h e r e a f t e r  r e c e i v e d  b y  the A u t h o r i t y  shall i m m e d i a t e l y  be 
s u b j e c t  to the lien of such p l e d g e  w i t h o u t  any p h y s i c a l  d e l i v e r y  
or  f u r t h e r  act; and the lien of such p l e d g e  and the o b l i g a t i o n
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to perforin the c o n t r a c t u a l  p r o v i s i o n s  h e r e b y  m a d e  shall be v a l i d  
and b i n d i n g  as against ail p a r t i e s  h a v i n g  c l a i m s  of any ki n d  in 
tort, c o n t r a c t  or o t h e r w i s e  a g a i n s t  the Aut h o r i t y ,  i r r e s p e c t i v e  
of w h e t h e r  such p a r t i e s  h a v e  n o t i c e  thereof.

2. T h e  Bonds ^hall be d i r e c t  a n d  g e n e r a l  o b l i g a­
tions of the A u t h o r i t y  £o the p a y m e n t  of w h i c h  tne full faith 
and c r e d i t  of the A u t h o r i t y  are p l e d g e d  and n e i t h e r  the State of 
A l a s k a  n o r  a n y  p o l i t i c a l  s u b d i v i s i o n  (other th a n  the Authority) 
nor any P u r c h a s e r  shall be o b l i g a t e d  to p a y  the p r i n c i p a l  or 
R e d e m p t i o n  P r ice t h e r e o f  or i n t e r e s t  t h e r e o n  and n e i t h e r  the 
f a i t h  and c r e d i t  n o r  the t a x i n g  p o w e r  of the State of A l a s k a  or 
a ny p o l i t i c a l  s u b d i v i s i o n  t h e r e o f  (other t h a n  the A u t hority) or 
of any P u r c h a s e r  is p l e d g e d  to the p a y m e n t  of the p r i n c i p a l  or 
R e d e m p t i o n  P r i c e  of, or i n t e r e s t  on, the Bonds. T h e  A u t h o r i t y  
m a y  not p l e d g e  the full f a i t h  a n d  c r e d i t  of the S t a t e  or any 
p o l i t i c a l  s u b d i v i s i o n  thereof, e x c e p t  the A u t hority, to the 
p a y m e n t  of the B o n d s  and the i s s u a n c e  of the B o nds by  the A u­
th o r i t y  m a y  n o t  d i r e c t l y  or i n d i r e c t l y  or c o n t i n g e n t l y  o b l i g a t e  
the S t ; t e  or a p o l i t i c a l  s u b d i v i s i o n  of the S tate to apply m o n e y  
from, cr levy or p l e d g e  any form of t a x a t i o n  w h a t e v e r  to the 
p a y m e n t  of the 3onds. N o t h i n g  c o n t a i n e d  in this s e c t i o n  shall 
be c o n s t r u e d  to a f f e c t  any o b l i g a t i o n  of a P u r c h a s e r  u n d e r  the 
P o w e r  S a l e s  A g r eement.

3. N o t h i n g  c o n t a i n e d  in this R e s o l u t i o n  shall be 
c o n s t r u e d  to p r e v e n t  the A u t h o r i t y  f r o m  acquiring, c o n s t r u c t i n g  
or f i n a n c i n g  t h r o u g h  the i s s u a n c e  of its bonds, n o t e s  or o t her 
e v i d e n c e s  of i n d e b t e d n e s s  any f a c i l i t i e s  w h i c h  do not c o n s t i t u t e  
a p a r t  of the P r o j e c t  for the p u r p o s e s  of this R e s o l u t i o n  or 
f r o m  s e c u r i n g  such bonds, n o tes or o t h e r  e v i d e n c e s  of i n d e b t­
edn e s s  b y  a m o r t g a g e  of the f a c i l i t i e s  so f i n a n c e d  or by a 
p l e d g e  of, or  o t h e r  s e c u r i t y  i n t e r e s t  in, the r e v e n u e s  t h e r e f r o m  
or any lease or o t h e r  a g r e e m e n t  w i t h  r e s p e c t  t h e r e t o  or any 
r e v e n u e s  d e r i v e d  from such lease or o t h e r  agreement; p r o v i d e d  
t h a t  such bonds, n otes or  o t h e r  e v i d e n c e s  of i n d e b t e d n e s s  shall 
n ot be p a y a b l e  out of or s e c u r e d  b y  the R e v e n u e s  or any Fund 
h e l d  u n d e r  t h i s  R e s o l u t i o n  and n e i t h e r  the c o s t  of such f a c i l i­
ties nor any e x p e n d i t u r e  in c o n n e c t i o n  t h e r e w i t h  or w i t h  the 
f i n a n c i n g  t h e r e o f  shall b e  p a y a b l e  fr o m  the R e v e n u e s  or from any 
s u c h  Fund.

502. E s t a b l i s h m e n t  of  F u n d s  and A c c o u n t s . 1. The 
f o l l o w i n g  F u n d s  and Accounts, e a c h  to be h e l d  by  the Trustee, 
are h e r e b y  e s t a b lished:

(1) C o n s t r u c t i o n  Fund,

(2) D e b t  S e r v i c e  Fund, w h i c h  shall c o n s i s t  of an 
I n t e r e s t  A c c o u n t  and a P r i n c i p a l  A ccount,
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(3) C a p i t a l  R e s e r v e  Fund,

(4) R e n e w a l  and C o n t i n g e n c y  R e s e r v e  Fund, and

(5) E x c e s s  I n v e s t m e n t  E a r n i n g s  Fund.

2. T h e  f o l l o w i n g  funds, e a c h  to be h e l d  b y  the 
A u t h o r i t y ,  are h e r e b y  established:

(1) R e v e n u e  Fund, and

(2) O p e r a t i n g  Fund, w h i c h  shall i n c lude t h e rein an 
O p e r a t i n g  R e s e r v e  Account.

503. C o n s t r u c t i o n  F u n d . 1. T h e r e  shall be p a i d  int 
the C o n s t r u c t i o n  F u n d  the a m o u n t s  r e q u i r e d  to be so p a i d  by the 
p r o v i s i o n s  o f  this R e s o l u t i o n  and any S u p p l e m e n t a l  Resolution, 
an d  there m a y  be p a i d  into the C o n s t r u c t i o n  Fund, at the op t i o n  
of the A u t h o r i t y ,  any m o n e y s  r e c e i v e d  for or in c o n n e c t i o n  w i t h  
the P r o j e c t  b y  the A u t h o r i t y  from any o t h e r  source, unless 
r e q u i r e d  to be o t h e r w i s e  a p p l i e d  as p r o v i d e d  b y  this R e s o l u t i o n  
A m o u n t s  in the C o n s t r u c t i o n  Fu n d  shall be a p p l i e d  to the C o s t  o 
A c q u i s i t i o n  and C o n s t r u c t i o n  in the m a n n e r  p r o v i d e d  in this 
S e c t i o n  503, and u n t i l  so a p p l i e d  are p l e d g e d  for the se c u r i t y  
of and the p a y m e n t  to B o n d h o l d e r s  of the p r i n c i p a l  or R a d e mptio 
P r i c e  of and i n t e r e s t  on  the B o n d s  and shall at all times be 
s u b j e c t  to the lien of such pledge.

2. T h e r e  shall be e s t a b l i s h e d  w i t h i n  the C o n s t r u c­
tio n  F u n d  s e p a r a t e  a c c o u n t s  for the P r o j e c t  and for each 
u n d e r t a k i n g  of C a p i t a l  I m p r o v e m e n t s  for w h i c h  B onds are a u t h o r­
ized to be issued.

3. T h e  p r o c e e d s  of insurance, i n c l u d i n g  the p r o­
ce e d s  of any s e l f - i n s u r a n c e  fund, m a i n t a i n e d  p u r s u a n t  to this 
R e s o l u t i o n  a g a i n s t  p h y s i c a l  loss of or d a m a g e  to the P r o j e c t  or 
C a p i t a l  I m p r o v e m e n t s ,  or of c o n t r a c t o r ' s  p e r f o r m a n c e  b o n d s  or 
o t h e r  a s s u r a n c e s  o f  c o m p l e t i o n  w i t h  r e s p e c t  thereto, p e r t a i n i n g  
to the p e r i o d  of c o n s t r u c t i o n  thereof, shall be p a i d  into the 
a p p r o p r i a t e  s e p a r a t e  a c c o u n t  in the C o n s t r u c t i o n  Fund.

4. T h e  T r u s t e e  shall, d u r i n g  and u p o n  c o m p l e t i o n  c 
the P r o j e c t  o r  C a p i t a l  Improvements, ma k e  p a y m e n t s  from the 
C o n s t r u c t i o n  F u n d  in the amounts, at the times, in the manner, 
and on the o t h e r  t erms and c o n d i t i o n s  set f o r t h  in this p a r a­
gr a p h  and in p a r a g r a p h  5 of this S e c t i o n  503. Be f o r e  any such 
p a y m e n t  s h all be made, the A u t h o r i t y  shall file w i t h  the T r u s t­
ee :

(a) its r e q u i s i t i o n  therefor, s t a t i n g  in re­
spect  of e a c h  p a y m e n t  to be m a d e  (1) the name of the
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person, firm or c o r p o r a t i o n  to w h o m  p a y m e n t  is due,
(2) the amount to be paid, and (3) in r e a s o n a b l e  det a i l  
the p u r p o s e  for w h i c h  the o b l i g a t i o n  w a s  incurred; and

(b) its c e r t i f i c a t e  s i g n e d  b y  the c h i e f  f i n a n­
cial o f f i c e r  of the A u t h o r i t y  a t t a c h e d  to the r e q u i s i t i o n  
c e r t i f y i n g  (1) that o b l i g a t i o n s  in the s t a t e d  a m o unts have 
b e e n  p r o p e r l y  i n c u r r e d  b y  the A u t h o r i t y  m  or for the 
c o n s t r u c t i o n  or a c q u i s i t i o n  of the P r o j e c t  or C a p i t a l  
I m p r o v e m e n t s ,  and that ea c h  it e m  t h e r e o f  is a p r o p e r  
c h a r g e  a g a i n s t  the C o n s t r u c t i o n  F u n d  and is a p r o p e r  Co s t  
of  C o n s t r u c t i o n  and A c q u i s i t i o n  of the P r o j e c t  or C a p i t a l  
I m p r o v e m e n t s  and has not b e e n  paid, (2) that there has not 
b e e n  f i l e d  w i t h  or s e r v e d  u p o n  the A u t h o r i t y  n o t i c e  of any 
lien, r i g h t  to lien, or a t t a c h m e n t  upon, or c l a i m  a f f e c t­
ing  the right to r e c e i v e  p a y m e n t  of, any of the m o n e y s  
p a y a b l e  u n d e r  such r e q u i s i t i o n  to any of the persons, 
f i r m s  or c o r p o r a t i o n s  n a m e d  in such requisition, or if any 
s u c h  lien, a t t a c h m e n t  or c l a i m  has b e e n  f i l e d  w i t h  or 
s e r v e d  u p o n  the A u t h ority, that su c h  lien, a t t a c h m e n t  or 
c l a i m  h a s  b e e n  r e l e a s e d  or d i s c h a r g e d  in the am o u n t  in 
w h i c h  su c h  lien, r ight to lien, a t t a c h m e n t  or  c l a i m  is 
s t a t e d  in  sa i d  notice, or if no a m o u n t  is so s t a t e d  the 
a m o u n t  s t a t e d  b y  the C o n s t r u c t i o n  E n g i n e e r  as his o p i n i o n  
of the a m o u n t  thereof, and (3) that su c h  r e q u i s i t i o n  
c o n t a i n s  no item r e p r e s e n t i n g  p a y m e n t  o n  a c c o u n t  of any 
r e t a i n e d  p e r c e n t a g e s  w h i c h  the A u t h o r i t y  is at the date cf 
s u c h  c e r t i f i c a t e  e n t i t l e d  to retain.

U p o n  r e c e i p t  of e a c h  such' r e q u i s i t i o n  and a c c o m p a n y i n g  c e r t i f i­
cates, the T r u s t e e  shall t r a n s f e r  from the C o n s t r u c t i o n  Fu n d  to 
the c r e d i t  of a s p e cial a c c o u n t  in the na m e  of the A u t h o r i t y  an 
am o u n t  e q u a l  to the total of the a m o u n t s  to be p a i d  as set forth 
in su c h  r e q u i s i t i o n  b u t  n o t  m o r e  than the e x c e s s  of such amounts 
o v e r  the a m o u n t  s t a t e d  of any lien, r i g h t  to lien, a t t a c h m e n t  or 
c l a i m  r e f e r r e d  to above in s u b p a r a g r a p h  (b), the a m o u n t s  in such 
s p e c i a l  a c c o u n t  to be h e l d  sol e l y  for the p a y m e n t  of the o b l i g a­
tions set f o r t h  in such requisition. In m a k i n g  su c h  transfer, 
the T r u s t e e  m a y  r e l y  u p o n  such r e q u i s i t i o n  a n d  a c c o m p a n y i n g  
c e r t i f i c a t e s .

5. If any r e q u i s i t i o n  f i led w i t h  the T r u s t e e  in 
a c c o r d a n c e  w i t h  p a r a g r a p h  4 of this S e c t i o n  503 c o n t a i n s  any 
i t e m  for the p a y m e n t  of the co s t  and e x p e n s e  of a c q u i s i t i o n  of 
any lands, eas e m e n t s ,  or rights or i n t e r e s t s  in or r e l a t i n g  to 
lands, t h e r e  s hall be a t t a c h e d  to such r e q u i sition, b e f o r e  any 
t r a n s f e r  or p a y m e n t  w i t h  r e s p e c t  to such it e m  shall be made, in 
a d d i t i o n  to the c e r t i f i c a t e s  m e n t i o n e d  in s a i d  p a r a g r a p h  4:
(a) a c e r t i f i c a t e  of an A u t h o r i z e d  O f f i c e r  to the e f f e c t  that 
su c h  lands, e a s ements, ri g h t s  or i n t e r e s t s  h a v e  b e e n  or are 
b e i n g  a c q u i r e d  and are n e c e s s a r y  for the P r o j e c t  or C a p i t a l
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Improvements; and (b) a C o u n s e l ' s  O p i n i o n  stating, in the 
o p i n i o n  of the signer, that the A u t h o r i t y  h a s  a u t h o r i t y  to 
a c q uire s u c h  lands, easements, rights or int e r e s t s ,  and that the 
A u t h o r i t y  w i l l  h a v e  u p o n  the p a y m e n t  of su c h  i t e m  title in fee 
simple to, or  p e r p e t u a l  e a s e m e n t s  for the p u r p o s e s  of the 
A u t h o r i t y  o v e r  and through, such lands s u b j e c t  to no lien, 
ch a r g e  or e n c u m b r a n c e  t h e r e o n  or a f f e c t i n g  the t i t l e  t h e r e t o  
e x c e p t  su c h  as w i l l  not u n d e r  any c i r c u m s t a n c e s  c a u s e  the 
p o s s e s s i o n  a n d  use of the p r o p e r t y  b y  the A u t h o r i t y  for its 
p u r p o s e s  to be dis t u r b e d ,  or, if s u c h  p a y m e n t  be a p a y m e n t  for 
an o p t i o n  to p u r c h a s e  or a q u i t c l a i m  d e e d  o r  a lease or a 
release or o n  a c o n t r a c t  to p u r c h a s e  or be a p a y m e n t  to the 
U n i t e d  S t a t e s  of A m e r i c a  or the State of A l a s k a  o r  any p o l i t i c a l  
subdivision, or to a p u b l i c  utility, for the a c q u i s i t i o n  of a 
r ight or i n t e r e s t  in lands less th a n  a fee s i m p l e  or a p e r p e t u a l  
easement, or if su c h  p a y m e n t  be a p a r t  p a y m e n t  for a n y  such 
purpose, the w r i t t e n  approval, by the s i g n e r  of su c h  C o u n s e l ' s  
Opinion, of s u c h  p a y m e n t  as proper, and of the a c q u i s i t i o n  of 
such lesser r i g h t  or i n t e r e s t  as s ufficient, for the p u r p o s e s  of 
the Aut h o r i t y .

5. As soon as p r a c t i c a b l e  a f t e r  the d a t e  as of 
w h i c h  the C o n s t r u c t i o n  E n g i n e e r  shall d e t e r m i n e  t h a t  (i) the 
P r o j e c t  or C a p i t a l  I m p r o v e m e n t s  c o n f o r m s  to the p l a n s  and 
s p e c i f i c a t i o n s  t h e r e o f  as m a y  be m o d i f i e d  f r o m  ti m e  to time and 
is r eady for n o r m a l  c o n t i n u o u s  operation; (ii) acquisition, 
c o n s t r u c t i o n  and i n s t a l l a t i o n  of the P r o j e c t  or C a p i t a l  I m p r o v e­
ment s  has b e e n  c o m p l e t e d  in e v e r y  m a t e r i a l  respect; and
(iii) c o sts ( i n c l u d i n g  c o n t i n g e n c i e s ) ,  as e s t i m a t e d  b y  the 
C o n s t r u c t i o n  Engineer, of all w o r k  r e m a i n i n g  to be d o n e  in o r d e r  
to c o m p l e t e  such acquisition, c o n s t r u c t i o n  and i n s t a l l a t i o n  wi l l  
not e x c e e d  2 %  of the C o s t  of A c q u i s i t i o n  a n d  C o n s t r u c t i o n  of the 
P r o j e c t  or C a p i t a l  Improvements, the A u t h o r i t y  shall c a u s e  the 
C o n s t r u c t i o n  E n g i n e e r  to file a re p o r t  to t h a t  e f f e c t  w i t h  the 
A u t h o r i t y  a n d  the Trustee.

7. As s o o n  as p r a c t i c a b l e  a f t e r  the d a t e  r e f e r r e d  
to in p a r a g r a p h  6 o f  this S e c t i o n  503, or the D a t e  of C o m m e r c i a l  
O p e r a t i o n  of the P r o j e c t  or C a p i t a l  I m p r o v e m e n t s ,  w h i c h e v e r  is 
the later, the A u t h o r i t y  shall c a use the C o n s t r u c t i o n  E n g i n e e r  
to file w i t h  the A u t h o r i t y  and the T r u s t e e  a r e p o r t  s e t t i n g  
forth, as of su c h  l a t e r  date, the f o l l o w i n g  in r e a s o n a b l e  d e t a i l  
w i t h  r e s p e c t  to the P r o j e c t  or C a p i t a l  I m p r o v e m e n t s :  (a) the
total C o s t  of  A c q u i s i t i o n  and C o n s t r u c t i o n  e x c l u s i v e  of c l a i m s  
of c o n t r a c t o r s  and o t h e r s  w h i c h  are the s u b j e c t  of actual or 
p r o s p e c t i v e  d i s p u t e  o r  c o n t r o v e r s y  and e x c l u s i v e  of the co s t  
(i n c l u d i n g  c o n t i n g e n c i e s ) ,  as e s t i m a t e d  by  the C o n s t r u c t i o n  
Engineer, of the r e m a i n i n g  work; (b) the p o r t i o n  of the t o tal 
C o s t  of A c q u i s i t i o n  and C o n s t r u c t i o n  s p e c i f i e d  p u r s u a n t  to 
cl a u s e  (a) of th i s  p a r a g r a p h  w h i c h  h a s  b e e n  p a i d  in full;
(c) the p o r t i o n  of the total C o s t  of C o n s t r u c t i o n  and
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