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LONG-TERM POWER SALES AGREEMENT
POUR DAM POOL - INITIAL PROJECT
OF THE ALASKA POWER AUTHORITY

THIS AGREEMENT 1is entered into by arid among the CITY OF
KETCHIKAN, the CITY OF WRANGELL, the CUTY OF PETERSBURG, the
COPPER VALLEY ELECTRIC ASSOCIATION, INC-/, and the KODIAK ELECT-—
RIC "_3SOCIATION, INC., hereafter referred to as PURCHASING UTIL—
ITIES, and the ALASKA POWER AUTHORITY to provide for the sale,
delivery, and purchase of electric power from the Solomon Gulch,
Swan Lake, Lake Tyee, and Terror Lake Hydroelectric facilities,
collectively known as the Four Dam Pool or the Initial Project.

WITNESSETH

WHEREAS, .the Alaska Power Authority (the "Authority") 1is a pub-—
lic corporation of the State of Alaska duly created, organized
and existing pursuant to AS 44.83-, and authorized by law to sell
electric power generated by the facilities of the Initial Pro—
ject; and

WHEREAS, the Purchasing Utilities are qualified utilities within
the meaning of AS 44.83.425(5), and are authorized to operate,
and entitled to purchase power at wholesale from, a power pro—
ject acquired or constructed by the Authority; and

WHEREAS, this Agreement is for the sale of power from the Initi—

al Project, financed with a loan under AS 44.33, and is fully
consistent with the provisions thereof;

NOW THEREFORE, IN CONSIDERATION of the mutual covenants set
forth herein, the parties hereto agree as follows:
SECTION 1. Parties, Facilities, and Authorities.
(a) The parties to this Agreement ("Parties™) are:
©O) the Alaska Power Author5ty ("Authority");
(i) the City of Ketchikan ("Ketchikan™), d.b.a.
Ketchikan Public Utilities, a home rule municipality
of the State of Alaska;
(iii) the City of Wrangell ("Wrangell™), d.b.a. Wrang-—

ell Municipal Light and Power, a home rule municipali—
ty of the State of Alaska;

Long-Term Power Sales Agreement- Four Dam Pool
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(iv) the City of Petersburg ("Petersburg™), d.b.a.
Petersburg Municipal Power and Light, a home rule mu
nicipality of the State of Alaska?

) Copper Valley Electric Association, 1Inc. ("Cop—
per Valley"™), an electric cooperative corporation of

the State of Alaska; and

(vi) Kodiak Electric Association, 1Inc. ("Kodiak™), an
electric cooperative corporation of the State of
Alaska.

(b) The Parties shall include the respective successors
and assigns of the above Parties, except as ximited by Section

13.

(©) The Parties are also referred to herein as follows:

(1) Ketchikan, Wrangell, Petersburg, Copper Valley,
and Kodiak are referred to as "Purchasing Utilities"

or "Purchasers".

(i) Ketchikan, Wrangell, and Petersburg are referred
to as "Municipal Utilities™.

(iii) Copper Valley and Kodiak are referred to as
nCooperative Utilities".

(iv) Wrangell and Petersburg are referr*™ .. to as "In—
terconnected Utilities".

() Reference 1in this Agreement to any of the Parties
shall include such officers or agents as may from time to time
lawfully exercise responsibility and authority for and on behalf
of such Parties, unless the context clearly requires otheiwise.

(e) Each Party hereto warrants to the others that it 1is
authorized and has taken all steps necessary pursuant to law to
enter into this Agreement and to comply fully with its terms.

™ Electric Power sold pursuant to this Agreement is Pow—
er from the Initial Project as defined in this Agreement. The
Parties recognize that additional physical facilities may be
constructed in the future and considered for addition to the
Initial Project, but the Parties agree that facilities not in—
cluded in the Initial Project as defined in this Agreement may
not be added to the Initial Project for purposes of this Agree—
ment except by subsequent agreement of the Parties.

SECTION 2. Term of Agreement.

() This Agreement shall take effect upon execution by the

Long-Term Power Sales Agreement-—- Four Dam Pool
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authorized representatives of all Parties. The Parties recognize that
execution by the Cooperative Utilities is subject to written approval
by the Administrator of REA.

(b) The term of this Agreement shall be forty-five (45) years
from the date on which it takes effect.

©) No Party may terminate this Agreement except with the writ—
ten consent of all other Parties.

(d) The Purchasing Utilities may renew this Agreement on the
same terms and conditions as provided herein for any period, but not
to exceed the remaining useful life of the Initial Project as reason—
ably determined by the Authority. There will be no Debt Service Com—
ponent of the Wholesale Power Rate charged by rhe Authority for Power
from the Initial Project under any such renewal of this Agreement. In
the event that any Purchasing Utility elects not to renew this Agree—
ment, the Wholesale Power Rate for those Purchasing Utilities which do
elect to renew this Agreement shall be based on the Power Production
Costs of those Dedicated Facilities for which at least one Purchasing
Utility has elected to renew this Agreement.

SECTION 3. Sale and Purchase of Power.

(a) The Authority agrees to sell to each Purchasing Utility, and
each Purchasing Utility agrees to buy, Electric Power 1in the amount of
each Purchaser®™s Operating Demand.

) Each Purchaser shall pay for such Electric Pov/er on the
basis of its Billing Energy, at rates established in accordance with
Section 5 of this Agreement.

©) Each Party has a direct financial interest in ensuring the
maximum practicable sale of power from the Initial Project under this
Agreement. Therefore, to the extent that energy and capacity avail—
able to a Purchaser from the Initial Project are sufficient to meet
that portion of the Purchaser®s electric power load requirements that
exceeds the capabilityof the Purchaser®s existing hydroelectric re—
sources (as shown on Exhibit C attached hereto) the Purchasershall
not meet that portion of its electric power load requirements or any
part thereof with power generated by-other electric pcwer resources.
This prohibition shall not apply to the extent that (i) the Autho-ity
and at least two of the other Purchasing Utilities consent in writ."ng
to the Purchaser®s use of such other electric power resources, or (i)
the Purchaser 1is required by law to purchase power generated by such
other resource.

(d Any and all sales of Surplus Power as defined herein shall
be subject to the following conditions and procedures:

(i) The Authority shall not sell Surplus Power except to a qual—
ified utility as defined in AS 44.83.425(5). IfT a qualified utility
other than a Purchasing Utility applies to the Authority to purchase
power, the Authority shall notify the Purchasing Utilities of the
application, and afford each Purchasing Utility, ag appropriate, an
opportunity to file a competing application to purchase power.

Long-Term Power Sales Agreement- Four Dam Pool
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In the event that the Authority receives competing or con—
flicting applications for Surplus Power, the Authority
shall give preference and priority to Purchasing Utilities
in the sale of such Power.

(i) The Authority shall not sell Surplus Power ex—
cept with the written consent of the Purchaser or Purchas—
ers at whose Dedicated Facility or Facilities the Surplus
Power would be generated, unless the Authority sells such
Surplus Power under terms and conditions that permit with—
draw .1 of the Power to meet the actual electric power load
requirements of such Purchaser or Purchasers.

(iii) Except with the written consent of the Pur—
chasers, the Authorityeshall not sell Surplus Power on
terms more favorable, or at rates which are lower, than
those which apply to sales of Power to the Purchasers under

this Agreement.

(iv) Revenue from sales of Surplus Power shall be
used only to defray costs of the Initial Project under this
Agreement. Specifically:

(A) A portion of such revenues shall be used to
meet Power Production Costs and thereby to reduce the
costs borne by the Purchasers. Such portion shall not
be less in total dollar amount than the product of the
Surplus Sales (in kilowatthours) multiplied by the
Power Production Cost Component of the Wholesale Power
Rate (in cents per kilowatthour) for the Contract
Year(s) 1in which delivery of the Surplus Power occurs.

() The Authority shall use any remaining Sur—
plus Power sales revenues to meet costs borne by the
Authority under this Agreement, including (if the re—
mainder 1is sufficient for this purpose) the cost of
debt service on loans made to the Authority to finance
the Initial Project.

w) Before agreeing”to make any sale of Surplus Pow-—
er, the Authority shall afford the Purchasers a reasonable
period of time in which to review and comment on the pro-—
posed sale and the proposed terms and conditions of that
sale. The Authority sha”l not unreasonably refuse to im—
plement suggestions for sales conditions, or unreasonably
refuse to honor objections to proposed sales, that it re—
ceives from Purchasers.

(e) This Agreement is not intended toprevent the Purchas—
ing Utilities from receiving the benefit of any legislative act—
ions that permit the Purchasing Utilities to receive power from
the Initial Project on terms more favorable than those set forth

in this Agreement.
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() The payment obligations of the Municipal Utilities
der this Agreement are obligations payable solely out of the
revenues of said Purchasing Utilities®™ Systems and are not gen—
eral obligations of said Purchasers. In the event that any Pur—
chasing Utility fails to perform its payment obligations under
this Agreement, the Authority shall proceed to enforce such ob—
ligations against such Purchasing Utility 1in accordance with the
provisions of Section 8 of this Agreement.

SECTION 4. Continuity Of Service.

(a) The Authority shall at all times, except when prevent—
ed by a cause or event not within the control of the Authority,
make Power continuously available to each Purchasing Utility at
that Utility"s Delivery Point in the amount of that Purchaser”s
Operating Demand, subject to the following limitations:

(1) Interruptions or restrictions of deliveries
caused by the reasonable need of the Authority or a Pur—
chasing Utility to inspect, maintain, repair, test, or
otherwise service its facilities or equipment in accordance
with Prudent Utility Practice and standards shall excuse
the Authority from its obligation to meet that Purchasing
Utility"s Operating Demand to the extent of such interrupt—
ions or restrictions, but such interruptions or restrict—
ions shall be of r asonable duration, and shall, whenever
practicable, be sc. -duled during light load hours or peri—
ods. All parties shall give the others as much notice as
is reasonable and practicable of any planned interruption
or restriction, the reasons therefor, and the probable dur—
ation thereof.

(i) In order to protect facilities and equipment
that might otherwise be damaged when service is restored or
increased following an interruption or substantial restric—
tion, all parties shall notify the others as reasonable, 1in
advance, of an intent to resume or increase deliveries of
or demand for Power from a Dedicated Facility, and the tinme
of such resumption or increase.

(i) This Agreement shall not creak* on the part of
the Purchasing Utilities or the Authority any legal duty to
rMrinfcain continuity of electric power service to any Pur—
chaser* s retail customers.

() All parties shall at all times construct, maintain and
repair their respective facilities and equipment 1in accordance
with Prudent Utility Practice and stamdards 1in order to prevent,
minimize, or correct any failures or partial failures of such
facilities or equipment.

©) All parties shall operate, maintain and use their Uti —
lity Systems and related protective relays to minimize electric
disturbances which may interfere with the System 6f another

Long-Term Power Sales Agreement- Four Dam Pool
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party or any Interconnected System, or which may reduce the
efficiency or increase the cost of operation of any Dedicated

Facility.

(d) The Purchasing Utilities shall bear no risk of unin-—
sured Facility failures, substandard Facility performance, 1in-—
adequacy of the R & R Fund, or failure of any Purchasing Utility
to make payments required by this Agreement. This agreed dis—
tribution of risk shall not excuse any Purchasing Utility"s
failure to perform its obligations under this Agreement, and the
Authority shall enforce such obligations in accordance with the
provisions of Section 8.

(e) IT a Purchasing Utility reasonably determines that
service from its Dedicated Facility is so erratic or unreliable
as to (i) interfere-substantially with the continuous delivery
of electric Power to that Utility"s retail customers, or (ii)
threaten damage to its facilities or equipment, the Purchasing
Utility may, upon notice to the Project Management Committee and
the Authority, refuse to accept Power from its Dedicated Facili—
ty unti.l reliability has been restored to industry standards.

IT such reliability problems are not so resolved within twelve
(12) months after such notice, the Utility may terminate pur—
chases pursuant to this Agreement and may meet its load require—
ments with any resources it deems appropriate, irrespective of

the provisions of Sections 2(c) and 3(c) of this Agreement. The
Authority and the Purchasing Utility may thereafter agree to
resumption of purchases of power. In the event that purchases

are so terminated, the Authority shall hold the remaining Pur—
chasing Utilities harmless from any resulting increase in Whole—
sale Power Rates.

Section 5. Rates and Billing.
(@) Payment obligation and general billing practices.

(1) The payment obligation of each Purchaser in
each Contract Year shall be the product of the Wholesale
Power Rate for that Year (expressed in cents per kilowatt-
hour) multiplied by that Purchaser®s Billing Energy (ex—
pressed in kilowatthours) for that Year, each as finally
determined after the end of that Year.

(i) The Parties recognize that in practice neither
the actual Wholesale Power Rate nor the actual Billing En—
ergy of any Purchaser is capable of final determination for
any Contract Year until after that Year has ended. There —
fore, during each Contract Year each Purchaser will pay, on
a monthly basis, amounts equal to the Purchaser®s Billing
Energy multiplied by the estimated Wholesale Power Rate
then in effect.

(iii) Each Purchaser may offset against and deduct
from its monthly payments all or a portion of the Facility

Long-Term Power Sales Agreement- rour Dam Pool
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Operating Costs the Purchaser has 1incurred wnich are among
the Facility Operating Costs included in and used to com—
pute the Power Production Component of the Wholesale Power
Rate, but all such costs shall be subject to auditand ap-—
proval and to such other procedures as the ProjectManage —
ment Committee may from time to time prescribe.

(iv) The estimated Wholesale Power Rate may include
separately identified surcharges or refunds that are esti—
mated to be sufficient to collect from or to repay to the
Purchasers within twelve months any revenue deficiency or
surplus that results from a difference between (A) the Pur—
chasers® total payment obligations as finally determined
for a prior Contract Year, and (B/ the total amount for
which the Purchasers were actually billed for Power re—
ceived during that prior Year. The final such deficiency
or surplus, which can be determined only after thelast
Contract Year of this Agreement, shall constitute a contin-—
uing obligation to be collected or repaid during a reason—
able period of time following such final Year, the provis—
ions of Section 2(d) of this Agreement notwithstanding.

() The Wholesale Power Rate. The Wholesale Power Rate
for each Contract Year shall be the sum of two components, a
Power Production Cost Component and a Debt Service Component.
The formula for computing the Wholesale Power Rate 1is set forth

in Exhibit E.

(1) The Power Production Cost Component. The Power
Production Cost Component of the Wholesale Power Rate for
each Contract Year shall be the quotient of the total Power
Production Costs for that Contract Year divided by the to-—
tal of the kilowatthours of Billing Energy received by the
Purchasers in that Contract Year plus the kilowatthours of
Surplus Power sales, 1if any, 1in that Contract Year. The
total Power Production Costs for any Contract Year shall be
the sum of the following, 1in dollars:

(A) the Facility Operating Costs in that Con—
tract Year; J-

®) the Joint Costs of the Initial Project in
that Contract Year, which shall include:

) Joint Insurance Costs,

(Il) project7speci$4-C administrative and
general Tosts” (ft the Authority, and

(111) the costs of the Committee; and

© Five hundred thousand dollars ($500,000.00),

Long-Term Power Sales Aqreement- Four Dam Pool
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an amount which the Parties agree uhall be
the Purchasersl fixed contribution (paid 1in
monthly installments) to the R & R Fund in
each Contract Year. IfT the first or last
Contract Year of this Agreement is less than
twelve calendar months 1in duration, the Pur—
chasers®™ contribution to the R & R Fund 1in
such Year shall equal $500,000.00 multiplied
by a fraction, the numerator of which 1is the
number of calendar months 1in such Year and
the denominator of which is twelve.

(i) The Debt Service Component. Subject to the
Reopener provisions of Section 9, the Debt Service Compo—
nent of the Wholesale Power Rate in each Contract Year
shall be the weighted average of the Debt Service Component
for Contracted Forecast Sales and the Debt Service Compon—
ent for Additional Sales set forth in the schedule attached
hereto as Exhibit D. The formula for computing the Debt
Service Component for any given Contract Year is set forth
in Exhibit E.

(©) Estimated Wholesale Power Rates. An estimated Whole—
sale Power Rate, based on estimated Power Production Costs and
estimated Power sales, shall be established for each Contract
Year and used for billing purposes during that Year. Such esti —
mated Rates may include the separately identified surcharges and
refunds described in Section 5(a)(iv) above, including any Add-—
itional Sales Rebate accrued in prior Contract Years.

(@ Mid-Year revision of estimated Wholesale Power Rates.
Estimated Wholesale Pov/er Rates may be revised if necessary dur —
ing a Contract Year, if more recent estimates of costs and sales
indicate that failure to revise the estimated Rates 1is likely to
produce an unacceptably large revenue deficiency or surplus for
that Contract Year. Recognizing that mid-Year revisions of such
Rates may produce (among other problems) 1inequities among Pur—
chasers and among retail consumers because of differing seasonal
load patterns, the Parties agree that such mid-Year revisions
should be made sparingly, that substantial mid-Year revisions
should be avoided, and that surcharges and refunds should apply
for twelve month periods whenever practicable, even though this
may require that such surcharges and refunds span portions of a
Contract Year and the succeeding Contract Year.

(e) Application of revenues by the Project Management Com-
mittee. Each Purchaser in each month shall make payment to the
Project Management Committee 1in the amount of that Purchaser”s
bill for the prior month, net of any costs deducted as specified

in Section 5(a)(iii) above. The Committee shall promptly estab—
lish, and deposit such payments 1in, the Initial Project Revenue
Fund. From that Fund the Committee shall pay or reimburse or

deposit, as appropriate, any remaining Facility Operating Costs,
the R & R Fund contribution of the Purchasers, and the Joint

Long-Term Power Sales Agreement- Four Dam Pool
Page 8

Rat



Costs of the Initial Project. Thereafter, the Committee shall
pay over to the Authority at least annually any amount remaining
in the Initial Project Revenue Fund, except in the circumstance
described in the final sentence of Section 6(a) below. Amounts
so paid over shall be available to the Authority to meet the
Authority Debt Service Obligation.

™ Statutory requirements. The Wholesale Power Rate
ablished for the Initial Project pursuant to this Agreement 1is,
as required by law, a Rate estimated to produce sufficient rev—
enue to meet the Authority Debt Service Obligation and to pay
the Initial Project"s operation, maintenance, equipment replace—
ment, safety inspection, and investigation costs.

SECTION 6. . Risks and Reserves.

(a) Risks. The Authority®s obligation to bear the risks
set forth in Section 4 (d) above 1is not contingent on the avail —
ability of funds to meet such obligation. The Parties recog—

nize, however, that as a practical matter the interests of the
Authority and of the Purchasers under this Agreement would be
difficult if not impossible to protect if the Authority lacks
immediate or at least prompt access to needed funds. Therefore,
the Authority will take all steps reasonably necessary to obtain
funds from any legally available source, including without lim—
itation the State of Alaska. IT the Authority fails to obtain
promptly the funds needed to meet its Section 4(d) obligations,
the Project Management Committee shall be entitled to provide
all or a portion of the needed funds from the Initial Project
Revenue Fund and to reduce accordingly the amounts paid under
Section 5(e) above to the Authority from such Fund.

)] The R & R Fund.

(1) Promptly after the effective date of this Agree—
ment, the Project Management Committee shall establish the
R & R Fund, which Fund shall have the features described
below.

(i) The R & R Fund shall not be used as a source of
monies to deal with the risks borne by the Authority under
Section 4(d), 1including the risk that facilities and equip—
ment fail prematurely or fail to perform adequately, which
risks are foreseeable but not expected to materialize. In—
stead, the R s« R Fund shall be used as one source of monies
for the routine renewal and replacement of existing facili—
ties and equipment of the Initial Project, including reim—
bursement of the Authority for its Initial Project renewal
and replacement expenditures.

(iii) The R & R Fund shall have the following fea—
tures, and use of monies in the Fund shall be subject to
the following conditions:

Long-Term Power Sales Agreement- Four Dam Pool
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(A) The Fund will be established and held by the
Committee 1in an interest-bearing account 1in
trust for the benefit of the Initial Pro-
iect.

) The monies in the Fund shall consist of the
Purchasers®" contributions under Section
5(b)(i)(C) of this Agreement, any contribu—
tions to the Fund from sources other than
the Purchasers, and interest earned on all
such contributions.

© Proposed expenditures from the Fund shall be
subject to approval by the Committee and
consistent with criteria the Committee shall
adopt.

(D) In order to permit the Fund balance to in-—
crease as rapidly as possible, the Authority
agrees that before expenditures are made
from the Fund the Authority will use for
renewal and replacement purposes, as neces—
sary, all available and previously unexpend—
ed proceeds from the loan used to finance
the Initial Project under AS 44.33.

(B) The Fund and the Purchasers  contributions
shall continue during the term of this Ag-—
reement and any period for which this Agree—
ment is renewed. Thereafter, the Committee
shall pay over to the Authority the unex-—
pended balance of the Fund.

SECTION 7. Project Management Committee; Formation ard Duties.

(a) The Parties hereby establish a Project Management Com—
mittee (the "Committee™) to implement the provisions of this
Agreement. The Committee shall consist of one representative of
each Party. -

(b) Each Party shall notify all other Parties in writing
of its designated representative and of an alternate representa—
tive. Any Party may change its representative or alternate rep—
resentative at any time and shall promptly provide written no—
tice of such change to all other Parties.

©) The Committee shall meet at least quarterly. Written
minutes shall be kept lor all meetings of the Committee.

(d) The Committee shall adopt, by majority approval, pro-—
cedural rules governing the conduct of the Committee®s affairs.
Such rules shall address, among other matters, the periodic se—
lection of Committee officers, procedures for the conduct of

Long-Term Power Sales Agreement--Foux. Dam Pool
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Committee meetings, procedures for dispute resolution, and, to
the extent not otherwise specified in this Agreement, voting
requirements for approval of matters to be decided by the Com-—
mittee.

(e) The following matters shall be determined by the Com—
mittee:

(i) Annual budgets for items comprising the total
Tower Production Cost;

(in) The creation and administration of the R & R
Fund, the Initial Project Revenue Fund, and any other funds
created by the Committee;

(iii) Provision for insurance of Initial Project fa—
cilities, including determination of coverage linmits,
choice of insurers, and disposition of insurance claim pro—
ceeds;

(iv) Procedures and standards for budgeting and bill —
ing;

(v) Auditing standards and procedures;
(vi) Technical, operating, and maintenance standards;

(vii) Calculation of the estimated Wholesale Power
Rate pursuant to Section 5(c) of this Agreement and any
revision of the estimated Wholesale Power Rate pursuant to
Section 5 (d);

(viii) Load estimates as required under this Agree—
ment, or as determined by the Committee to be necessary;

(ix) Determination of standards for capital asset
acquisition and accounting;

x) Standards for. expenditures requiring the agree—
ment of all Parties; and-

(xi) Such other matters as required by this Agreement
or that a majority of the Committee determines appropriate,
provided that the Committee shall have nc authority to
modify or amend the terms or conditions of the Agreement.

°f) Notwithstanding Sections 7(d) and 7(e) of this Agree—
ment, the following matters shall require the concurrence of the
Committee representatives of both the Authority and a majority
of the Purchasers:

(i) Adoption of procedural rules pursuant to Section
7 () of this Agreement;

Long-Term Power Sales Agreement- Four Dam Pool
Page 11



(i) Annual budgets for items comprising the total
Power Production Cost;

(ii.t) Minimum levels of insurance on the Initial Pro—
ject facilities; and

(iv) Technical, operation, and maintenance standards
for the Initial Project facilities.

()] The Committee shall provide for the annual audit of
all Power Production Costs, pursuant to procedures and standards
adopted by the Committee.

) The Committee may create special purpose committees as
appropriate, provided that the Committee may not delegate its
decision-making duties to any such special purpose committees.

SECTION 8. Performance Pending Dispute Resolution

(a) After adjudication by the Project Management Committee
or by a body appointed pursuant to rules and procedures adopted
by the Project Management Committee, any Party may file an act—
ion in the superior court of the State of Alaska with respect to
the matter in dispute to obtain a decision resolving such dis—
pute and to obtain any other remedy permitted by law. Unless
the Parties to the dispute determine otherwise, such action
shall be an original action on ine merits 1in which each Party
shall have the right to introduce testimony or other evidence
concerning any such matter in dispute, including without limita—
tion, the result of the adjudication, and each Party shall be
entitled to a full hearing on the matter.

(b) Pending resolution of any dist jted matter, the Parties
shall continue performance of their respective obligations under
this Agreement. The existence of an unresolved dispute shall
not excuse the Authority from delivering power hereunder or ex—
cuse the Purchasing Utilities from making payment for “.ach pow-—
er. Rather, the Parties shall continue to perform while pursu—
ing other remedies, 1including judicial remedies, available to
them under this Agreement.

©) Upon the failure of any Purchaser to make any payment
under this Agreement, the Authority may bring any suit, action,
or proceeding at law or in equity, 1including mandamus, 1injunct—
ion, and actions for specific performance, as may be necessary
or appropriate to enforce that Purchaser®s payment obligation.

(d No remedy conferred upon or reserved the Parties is
intended to be exclusive of any other remedy or remedies avail —
able hereunder or now or hereafter existing at law, 1in equity,
by statute, or otherwise, but each and every such remedv shall
be cumulative and shall be in addition to every other such rem-—

edy.

Long-Term Power Sales Agreement- Four Dam Pool
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SECTION 9. Rate Reopeners.

€)) Fifteen years after the effective date of this Agree—
ment , and at fifteen-year intervals -Lnereafter until expiration
of this Agreement, any Party may initiate renegotiation of the
scheduled Debt Service Component of the Wholesale Power Rate.
Such renegotiation shall be referred to as a "Rate Reopener™.
There shall be two "Reopener Periods", respectively commencing
on the fifteen and thirtieth anniversaries of the effective date
of this Agreement.

() In renegotiating the Debt Service Component, the Par—
ties shall consider:

) the costs, during the Reopener Period, of alter—
native sources of power generation;

(ii) the effect of the Wholesale Power Rate on the
retail power costs of the Purchasing Utilities;

(iii) the long-term benefits to consumers and the com-—
munities of the Purchasing Utilities of stable power costs;

(iv) the affordability of the wholesale power costs;

w) the gradual change 1in payment schedule necessary
to avoid significant rate increases to the consumer;

(vi) the excess capacity of the Initial Project at
the time of the Rate Reopener;

(vii) the effects of increased capacity utilization,
inflation, and alternative energy production costs over the
remaining life of the Initial Project; and

(vili) the extent to which the Authority has been able
to meet its obligations under Section 4 (d) of this Agree—
ment without requiring the Project Management Committee to
take action under Section 6(a) of this Agreement.

Any decreases in the scheduled Debt Service Component shall re—
quire the consent of the Authority, and any increases 1in the
scheduled Debt Service Component shall be limited in accordance
with subsection (L) of this Section.

(c) At least two years prior to each Rate Reopener, each
Purchaser shall submit to the Committee a forecast of its sales
for the remainder of the term of this Agreement. The forecast
shall be developed under standards adopted by the Committee and
approved by the Authority, and shall be accompanied by support-—
ing data and assumptions. IfT the Authority disagrees with any
such forecast, that forecast shall be finally determined by a
nationally recognized expert in electric power demand forecast—
ing designated by the Authority and the Purchasers. The
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forecasts as finally determined shall be incorporated in a re—
vised schedule of Contracted Forecast Sales for the remaindei o
the term of this Agreement, 1in a new Exhibit D to be att ached
hereto. The total kilowatthour sales from the Initial Project
projected for each Reopener Period shall be referred to, re—
spectively, as "First Reopener Period Sales” and "Second Reopen*
er Period Sales™.

(@) The Project Management Committee shall compute the
annual level debt service that would be necessary to amortize
the Capital Component by means of monthly payments at eight per—
cent (8%) interest over a period extending from the date of the
Rate Reopener until the forty-fifth anniversary of the effective
date of this Agreement. That annual payment amount, multiplied
by fifteen (15), shall be referred to as the "Maximum Flat Rev-—
enue Total™ for the appropriate Reopener Period.

(e) The Maximum Flat Revenue Total shall be divided by the
Reopener Period Sales to obtain the "Maximum Computed Debt Ser-
vice Rate"” for a given Reopener Period.

@) The Project Management Committee shall then calculate
the weighted average retail rate (the quotient of total power
sales revenues divided by total kilowatthour sales) of the Pur—
chasing Utilities collectively which would be necessary to meet
the Purchasers®™ <collective revenue requirements if the Maximum
Computed Debt Service Rate were to become the Debt Service Com—
ponent of the Wholesale Power Rate at the time of the Rate Re—
opener. Such average retail rate shall be referred to as the
"Computed Average Retail Rate".

()] The Project Management Committee shall similarly cal—
culate the weighted average retail rate for all electric power
sold by utilities in the State of Alaska, 1including the Pur—
chasers, at the time of the Rate Reopener (hereinafter referred
to as the "Average Statewide Retail Rate™). |If the Computed
Average Retail Rate exceeds the Average Statewide Retail Rate,
then the Committee shall calculate a "Revised Maximum Debt Ser—
vice Component of the Wholesale Power Rate™ designed to produce
a weighted average retail rate fox the Purchasing Utilities
equal to the Average Statewide Retail Rate. If the Computed
Average Retail Rate is less than the Average Statewide Retail
Rate, then the Maximum Computed Debt Service Rate shall become
the Revised Maximum Debt Service Component.

(h) A Revised Maximum Debt Service Rate Schedule shall be
established in which the Debt Service Component of the Wholesale
Power Rate shall be increased 1in equal 1increments over a five
year period until it equals the Revised Maximum Debt Service
Component, after which time it shall not be increased throughout
the remainder of the Reopener Period.

(i) Any 1increases 1in the Debt Service Component of the

Wholesale Power Rate established as a result of the Rate
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Reopener shall not exceed the amounts stated in the Revised Max—
imum Debt Service Rate Schedule.

SECTION 10. Records.

In addition to meter records, the Parties shall keep
log sheets and other records as may be needed for the purposes
of this Agreement to the extent required to comply with FERC
licensing requirements. In keeping books of account, the Par—
ties shall, to the extent that different rules are not prescrib—
ed by this Agreement, federal and state laws, follow the system
of accounts prescribed for public utilities and licensees by the
Federal Energy Regulatory Commission, except that if and so long
as a Purchasing Utility is a borrower from REP. then it shall
follow the system of accounts prescribed by REA for its electric
borrowers.

SECTION 11. Inspection of Facilities.

For purposes of this Agreement, each Party may, but
shall not be obligated to, inspect any otner party"s facilities
at any time, but such inspection or failure to inspect shall not
render the inspecting Party, 1its officers, agents or employees,
liable or responsible for any injury, 1loss, damage, or accident
resulting from defects 1in such facilities.

SECTION 12. Covenants to Maintain Integrity of Agreement.

(@) The Cooperative Utilities shall affirmatively and
promptly pursue all administrative and judicial remedies necess—
ary to secure Alaska Public Utility Commission approval of re—
tail rates required to meet the terms of this Agreement where
Commission approval is required.

) The Purchasing Utilities shall take all necessary
steps to comply with applicable federal and state laws and regu—
lations, licenses and permits relating to the use and operation
of the Purchasing Utilities® _Systems.

(©) Each Purchasing Utility agrees to continue to operate
its electric utility properties for the term of this Agreement
and renewal thereof in a sound and businesslike manner to pro—
vide electric services within its service area. Each Purchaser
agrees to make 1its retail electric rates in accordance with gen—
erally accepted accounting principles, applicable regulatory
requirements, and customary utility practice.

(d) Each Purchasing Utility covenants and agrees that it
will establish, maintain, and collect rates or charges for Power
and other services, facilities, and commodities sold, furnished,
or supplied by it through any of its electric properties which
shall be adequate to provide revenues sufficient to enable such
Purchasing Utility to make the payments required under this

Long-Term Power Sales Agreement- Four Dam Pool
Page 15



Agreement and to pay all other charges and obligations payable
from or constituting a charge against or lien on such revenues.

(e) The Parties shall take all necessary steps within
the? r control to comply with applicable federal and state laws,
regulations, licenses and permits relating to the use and opera-—
tion of the Dedicated Facilities, and without Ilimitation, to
comply with the terms of the Federal Energy Regulatory Commiss—
ion licenses applicable to said Facilities. The Authority shall
take all necessary steps to cause the Federal Energy Regulatory
Commission license to be renewed, if necessary, so that it is 1in
effect during the term of this Agreement or any extension there—
of.

@) This Agreement shall supersede and replace any power
sales agreement currently in effect between any Purchasing Util —
ity and the Authority and any reference to a power sales agree—
ment in agreements currently in effect between the Parties here—
to shall.refer to this Agreement except where the context clear—
ly requires otherwise.

SECTION 13. Assignment.

(a) This Agreement shall inure to the benefit of, and
shall be binding upon the respective successors and assigns of
the Parties to this Agreement; provided, however, that (i) nei—
ther this Agreement nor any interest harein shall be transferred
or assigned by a Purchasing Utility to any other person unless
prior consent of the Project Management Committee, which shall
not be unreasonably withheld, has been obtained and the assignee
or successor 1in interest complies with the statutory require—
ments for a purchaser of power under applicable statutes, and
(ii) although the Authority may assign its rights under this
Agreement to another party, the Authority, may not assign its
obligations under this Agreement to any party other than a party
authorized and able to perform those obligations. Notwithstand —
ing the provisions of clause (i) of the preceding sentence, the
Cooperative Utilities may assign this Agreement, together with
all of their rights and obligations thereunder, (i) to or in
trust for any secured lender(s) trf the Cooperative Utilities
acceptable to REA, including without Ilimitation, REA, for the
purpose of securing obligations for borrowed money, or (ii) pur —
suant to the exercise by any secured lender(s) of the Coopera—
tive Utilities of any of the rights, powers, or privileges pro—
vided for by the mortgages or other security instruments of the
Cooperative Utilities for borrowed money; provided, that if any
of the secured lender(s) of the Cooperative Utilities exerci es
any of the rights, powers, or privileges of said mortgages or
other security instruments with respect to this Agreement, then
and only then shall said secured lender(s) of the Cooperative
Utilities assume the payment obligations and rights to purchase
power of said Cooperative Utilities as provided for 1in this Ag—
reement; provided further, that in the event any such secured
lender exercises any of its rights, powers, or privileges under
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said mortgages or other security agreements with respect to this
Agreement, such secured lender may thereafter assign this Agree —
ment, together with all the rights and obligations thereunder,

to a third party authorized and able to perform the obligations
and duties under this Agreement, which third party shall assume,
all the rights and obligations under this Agreement; and such
assicrnment and assumption shall release such secured lender from
any urther Jliability, obligations, or duties under this Agree —
ment.

(b) The Purchasers agree that for the purpose of increas—
ing the security the Authority is able to offer to purchasers of
bonds, notes, or other evidences of indebtedness used to finance
future projects of the Authority, the Authority may assign to
such purchasers, to other future lenders, or to other third par—
ties acting as trustees for such purchasers or future lenders,
by subordination or otherwise, 1its rights to receive payments
under this Agreement..

SECTION 14. Notices and Computation of Time.

Any notice required by this Agreement to be given to any
Party shall be effective when it is received by such Party.
Whenever this Agreement calls for notice to (unless otherwise
specifically provided) or notification by any Party, the same
shall be in writing directed to the Authority"s executive di—
rector or an official designated by the Purchaser.

SECTION 15. Availability of Information.

To the extent required for any calculation or determination
to be made pursuant to this Agreement, the Parties shall make
available to each other, for inspection and copying during busi —
ness hours, all books, records, plans and other information re—
lating to or supporting such calculation or determination.

SECTION 16. Waiver Not Continuing.

Any waiver at any time by any Party to thi.j Agreement of
its rights with respect to any default of any other Party here—
to, or with respect to any other matter arising in connection
with this Agreement, shall not be considered a waiver with re—
spect to any subsequent default, right or matter.

SECTION 17. Section Headings.

The section headings in this Agreement are for convenience
only, and do not purport to and shall not be deemed to define,
limit or extend the scope or intent of the section to which they

pertain.

SECTION 18. Multiple Copies.

This Agreement shall be executed in several counterparts,
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each of which shall be an original, but all of which shall con—
stitute one and the same instrument.

SECTION 19. Severability.

(a) If any section, paragraph, clause, or provision of
this Agreement or any agreement referred to in this Agreement
shall be finally adjudicated by a court of competent jJurisdict—
ion to be invalid or unenforceable, the remainder of this Agree—
ment shall be unaffected by such adjudication and all the re—
maining provisions of this Agreement shall remain in full force
and effect as if such section, paragraph, clause, or provision
or any part thereof so adjudicated to be invalid had not been
included herein, unless such invalidity or unenforceability ma—
terially impairs the benefit of the remainder of this Agreement,

(b) If any section, paragraph, clause, or provision of
this Agreement of any agreement referred to in this Agreement
shall be finally adjudicated by a court of competent jurisdict—
ion to be invalid or unenforceable, then and in such event the
Parties agree that they shal? exercise their best efforts to
correct such invalidation and substitute appropriat.e agreements
and contractual arrangements to achieve the intent of this Ag—
reement.

SECTION 20. Definitions.

(a) "Additional Sales"” means any kilowatthours sold to the
Purchasers from the Initial Project in excess of Contracted
Forecast Sales as set forth in Exhibit D. Such Contracted Fore—

cast Sales are subject to revision at fifteen year intervals as
provided in Section 9 of this Agreement.

(b) "Additional Sales Rebate™ means a discount, refund, or
credit of one cent per kilowatthour applicable to the Debt Serv-—
ice Component of the Wholesale Power Rate for all Additional
Sales and shared among the Purchasers pro rata on the basis of
Billing Energy.

() "Agreement"” means this--Long-Term Power Salas Agree—
ment.

(@) "Authority” or means the Alaska Power Authority.

(e) "Authority Debt Service Obligation” means the payment

obligations of the Authority under one or more agreements for
loans from the Power Development Revolving Loan Fund used to
finance the Initial Project and payable 1in accordance with terms
established pursuant to AS 44.33.600-630.

@) "Billing Energy"” means the amount of electric energy,
measured in kilowatthours, actually delivered to and taken by a
Purchaser from the Initial Project in accordance with Sections 3
and 4 of this Agreement, on the basis of which that Purchaser®s
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payment obligations are computed in accordance with Sections 3
and 5 of this Agreement.

()] "Capital Component®b means, for purposes of this Agree—
ment, $192,000,000.00, except that for purposes of Section 9
such Capital Component shall be adjusted in the following man—
ner:

(i) IT the Authority or the State of Alaska recovers
any amount from engineers, contractors, or others (net of
any amount which such engineers, contractors, or others
recover from the Authority or the State of Alaska) in dis—
putes concerning the design or construction of any Dedicat—
ed Facility, the $192,000,000.00 Capital Component shall be
reduced for purposes of Section 9 by an amount equal to
that percentage of the recovery amount which equals the
percentage of debt financing used in the design and con—
struction of the Initial Project.

(i) Any reduction in the Capital Component pursuant
to paragraph (i) above shall, however, be offset for pur—
poses of Section 9 by the amount, if any, by which the
Authority®s unreimbursed expenditures for renewal and re—
placement of facilities and equipment of the Initial 1 ‘o-
ject exceeds the total of the funds available to the Auth-—
ority for such purposes fr~m the R & R Fund and from the
specific loan proceeds referenced in Section 6(b) (ii1) (D)
of this Agreement.

h) "Committee”™ means the Project Management Committee.

(1) "Contract Year™ means, except for the first and last
Contract Years, the twelve-month period used for budgeting and
ratemaking purposes. The second through forty-fourth Contract
Years shall each start on July 1 and shall end on June 30 of the
next calendar year. The first Contract Year shall be that port-—
ion of the 12-month period between the effective date of this
Agreement and the following June 30. The last Contract Year
shall be that portion of the.l12-month period between the end of
the last full (i.e., 12 month! Contract Year and the expiration

of this Agreement.

a) "Contracted Forecast Sales"™ means the agreed forecast
of sales from the Initial Project as set forth in the schedule
in Exhibit D, which forecast is subject to revision at fifteen
year intervals as provided in Section 9 of this Agreement.

(9] "Cooperative Utilities™ means Copper Valley and Kodi—
ak.

D) "Debt Service Component of the Wholesale Power Rate"
means the weighted average of the debt service components set
forth in Exhibit D for Contracted Forecast Sales and for
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Additional Sales, subject to the Rate Reopener provisions of
Section 9.

m "Dedicated Facility” means, for each Purchaser, that
power generation facility which is included in the Initial Pro>-
ject and which, at the time of this Agreement, 1is dedicated to
the service of that Purchaser®s electric power load require—
ments. For purposes of this Agreement, the Dedicated Facilities
are as follows:

(1) The Swan Lake Hydroelectric facility shall be
referred to as the Dedicated Fac lity of Ketchikan;

(i) The Lake Tyee Hydroelectric facility shall be
referred to as the Dedicated Facility of the Intercon—
nected Utilities;

(iii) The Solomon Gulch Hydroelectric facility shall
be referred to as the Dedicated Facility of Copper
Valley; and

(iv) The Terror Lake Hydroelectric facility shall be
referred to as the Dedicated Facility of Kodiak.

) "Delivery Point" means the point or points designated
in Exhibit A attached hereto and made a part hereof where

(1) electric power may actually be metered, or, if
no meter exists at that point, the equivalent point adjust—
ed mathematically for line losses from the nearest point of
such actual metering; and

(ii) delivery normally occurs.

(0) "Facility Operator™ means a qualified public utility
or electric operating entity with responsibility for operating
and maintaining a Dedicated Facility pursuant to this Agreement
or a separate operating agreement.

® "Facility Operating-Cost”™ means a cost actually and
allowably incurred under the provisions of this Agreement 1in
operating and maintaining a Dedicated Facility or Facilities.

(@ "Initial Project™ or "Project"” means, collectively,
the Terror Lake, Solomon Gulch, Lake Tyee and Swan Lake Hydro—
electric facilities as described in Exhibit B attached hereto
and made a part hereof, together with associated equipment and
facilities owned by the Authority that are used or useful for
the delivery of electric power from the Project to a Purchaser.

(r) "Initial Project Revenue Fund"” means a trust fund est—
ablished and administered by the Project Management Committee
pursuant to Section 5(e) of this Agreement, on behalf of the
Purchasers as owners of the monies in the Fund.
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(s) "Interconnected System” means a Purchasing Utility"s
System, the Dedicated Facility of that Purchasing Utility, and
any other system for the generation, transmission or distribut—
ion of electric power which 1is physically interconnected with
the Purchasing Utility"s System or its Dedicated Facility.

) "Interconnected Utilities” means Wrangell and Peters—
burg.

() "Joint Costs of the Initial Project™ means those costs
identified in Section 5(b)(i)(B) of this Agreement.

) "Joint Insurance Costs™ means the Initial Project
surance costs collectively incurred in accordance with the pro—
visions of this Agreement.

w) "Municipal Utilities"” means Ketchikan, Petersburg, and
Wrangell.
x) "Operating Demand™ means a Purchaser®s instantaneous

demand for Electric Power (capacity and energy) from its Dedi—
cated Facility at any and all times during the term of this Ag—
reement.

W) "Party" or "Parties" are terms that refer to parties
named in Section 1(a) of this Agreement.

(2) "Power"” or "Electric Power"™ means electric energy or
electric capacity, or both, except where the context requires a
distinction, in which case electric energy 1is expressed as such
or in kilowatthours, and electric capacity is expressed as such
or in kilowatts.

(aa) "Power Production Cost"” means those costs of the Ini—
tial Project set forth in Section 5 (b)(i) of this Agreement.

(bb) "Project Management Committee™ means the committee
established pursuant to Section 7 of this Agreement.

(cc) "Prudent Utility Practice”™ means, at any particular
time, any of the practices, methods, and acts which, 1in the ex—
ercise of reasonable judgment in light of the facts known at the
time, would have been expected to accomplish the desired result
at the lowest reasonable cost consistent with reliability, safe—
ty, and expedition, including but not limited to the practices,
methods, and acts engaged in or approved by a significant port—
ion of the electric utility industry prior thereto. In applying
the standard of Prudent Utility Practice to any matter under
this Agreement, equitable consideration should be given to the
circumstances, requirements, and obligations or each of the Pur—
chasing Utilities, and the fact that the Purchasing Utilitic*"
are cooperative corporations, public corporations, or political
subdivisions of the State of Alaska. It is recognized that Pru—
dent Utility Practice is not intended to be limited to the
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optimum practices, methods, or acts to the exclusion of all
others, but rather 1is a spectrum of possible practices, methods,
or acts which could have been expected to accomplish the desired
result at the lowest reasonable cost consistent with

reliability, safety, and expedition. nrudent Utility Practice
includes due regard for manufacturers®™ warranties and the
requirements of governmental agencies of competent jurisdiction
and shall apply not only to functional parts of the Initial
Project, but also to appropriate structures, landscaping,
painting, signs, lighting, and other facilities.

(dd) "Purchaser™ or "Purchasing Utility" means Ketchikan,
Wrangell, Petersburg, Copper Valley, or Kodiak, or any of them.

(ee) "Purchasing Utility"s System” means a Purchaser®s pub—
lic utility system for the generation, transmission and distri—
bution of electric power.
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(ff) "REA" means the Rural Electrification Administration,
an agency of the United States Department of Agriculture.

(99) "R £ R Fund"” means the fund established pursuant to
Section 6(b) of this Agreement, on behalf of the Purchasers as
owners of the monies in the Fund, for renewals and replacements
of facilities and equipment of the Initial Project.

(hh) "Surplus Power™ means Power from the Initial Project
other than power sold to a Purchasing Utility from that Purchas—
ing Utility"s Dedicated Facility.

(ii) "Wholesale Power Rate™ means the rate, expressed
cents per kilowatthour, charged by the Authority to the Purchas—
ers for Billing Energy, computed for each Contract Year in ac—
cordance with the provisions of this Agreement.

SECTION 21. Exhibits.

The following exhibits attached hereto are incorporated by
reference herein:

Exhibit A, Delivery Points and Single Line Diagrams
Exhibit B, Description of the Initial Project
Exhibit C, Description of Each Purchaser®s Existing

Hydroelectric Resources

Exhibit D, Agreed Schedule of Forecast Sales and Debt
Service Component of Wholesale Power Rates

Exhibit E, Rate Formulas

IN WITNESS WHEREOF, the Parties have caused this
Agreement to be executed, each on the date written below.

CITY OF KETCHIKAN

Title PT7/9-Z<$N
Date IE) ~ 7 — TS
[SEAL]

ATTEST

Z&ti .
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[SEAL]

ATTEST

[SEAL]

CITY OF WRANGELL

n_:‘

Title William B. Privett, Mayor

Date

CITY OF PETERSBURG

By — N s
Title

Date [T IS&

ATTEST:

[SEAL]

ATTEST

Long-Tcnr.
Page 24

COPPER VALLEY ELECTRIC ASSOCIATION,

Title President

By A
David L. Highers™
Title General Manager

Date /d -/A
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KODIAK ELECTRIC ASSOCIATION, [INC.

Title President, Board of Directors

Date October 14, 1985

[SEAL]

ATTEST

Marion H. Soule, Secretary-Treasurer

stjcvs nnrjPD srwunoTmv

APPROVED:

ly General
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EXHI3IT A

Delivery Points and Single Line Diagrams

The Delivery Points shown in this Exhibit may be changed,
and additional Delivery Points may be added, by agreement
between the Authority and individual Purchasing Utilities.

Long-Term Power Sales Agreement- Four Dam Pool
Exhibit A- Page 1



Y

NC
—

=% RO [NTE ANO g <o

\Vasy

TURBINE HO. 1

DELIVERY POINTS:

SWAM LAKE PROJECT

ALL POWER IS DELIVERED ON THE KPU SIDE OF THE BAILEY
SUBSTATION LOW VOLTAGE CIRCUIT BREAKERS.

REVENUE METER LOCATION; FOR POWER DELIVERED TO KPU REVENUE METERING IS

OJCFITED AT POSITION 1120.

DAILEY SUBSTATION
low Voltage bus

1>4< Ne—Raga 2

QO



nracpfIM

SINGLE-LTNF

POINTS AND

DELIVERY

TURBINE NO. 1

TURBINE NO. 2

DELIVERY POINTS:

REVENUE METER LOCATION:

TYEE PROJECT r

69,000 VOLT TRANSMISSION

rvr\
i rf
WRANGELL PETERSBURG
Substation ) ,SUBSTATION
12 W ak mi M2 "5 kv BUS

: b T61 ) T62
)T51 )T52 154
pml

WRANGELL PETERSBURG
4
POWER IS DELIVERED ON THE CUSTOMER SIDE OF WRANGELL POWER 1S DELIVERED ON Rf
SUBSTATION 12KV PUS BREAKERS T51, T52, T53, T54 THEL1 CUSTOMER SIDE OF
PETERSBURG SUBSTATION I
25,"|[Kv RECLOSERS T61, T62 <
+J
FOR POWER DELIVERED TO WRANGELL REVENUE METERING FOR? POWER DELIVERED TO i
IS LOCATED AT POSITION MI PETERSBURG REVENUE METERING ﬁ?
X
W

I:lEOCATED AT POSITION M2



J-1QLa-1ALL

\

» T Tr(«
VALDEZ DIESEL
-I generating plant
IUIKHIA<VKC 1
HJ_/\ . frial
- v -
-(=TV-* Ur Lr
st L, v 3 VIL «xi Jrowill o <y — 7 sVh.m mJ
- r -
HI 4400 «v* M m]u,m «>e
(IN V 40]
. fn / tin
| MO VOLT M 1100 VOLT
= ==t T -hor G
“Fi\=.kJ" vl
rjmi
W™ ot s & W T4 M
GLENNALLEN oiesel
GENERATING PLANT
tilllfl
+Q - CM COKUTT M IM I1 I
*E> an cmcuit im uui rr*
—«Q»- PAISOUT Tiff 40 CKKUT M M 11
[*___ PVCOMACT +«IICM 4AQuOP<4*IT» &M}ﬁ‘ IMH
11 AM mm PGUFOFIINII UKOMICI 1tnm
CMCUr? IsitCHINI, IMIV PUA
“C* 04 CMLIT *0.04(0, >4 Mt T
MM QMO
0 — 04 CMCWT NCIOIH.If /N1 WV.TU,
X)) ivuo oncoNMer loifoi = Jw—c« (A MPETNII{TnaﬁmII /h |q
- VM MiAilT'e
rea IHIV 1141 MOU IDon |
T IRNIMO AIM!m* n
or cajnwt camcito* km mu*. woa I
lit «Vllb\%{)l\ 4CWt\
\ LIIUMV ntl\/\ 1
* Orf—- era R 1
spsp 041
M 0t
M. m-ﬂ o' I /}-T__ MRV
Vel 3C 1V c h
0 —_ag** J||fMM
SOLOMON GULCH HYDRO <ELECTRIC
rr GENERATING PLANT MEALS SUBSTATION L..t
I-AV 3KEOT:
SV PInG 7 b i jrti A - WA 450 UK b AIAIK4 f00CA AU
sV ,‘JTKmM'LT:a'l,a,'\,b””MI#_')_)' i Tiviri |m’\ RifiioovcRio Lk COMIH V4UIT (1(1



AND  SINGLE-LINE DIAGRAM

POINTS

DELIVERY
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TURBINE NO. 1 25 KV DUS
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REVENUE LOCATIONS:
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SOLOMON GULCH PROJECT

) R25-T1 R25-E1
PUMP 12 SUBSTATION PUMP 11SUBSTATION
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3) THE SWAMPY ACRES SUBSTATION 67 KV AND 12 KV OIL CIRCUIT RECLOSERS
AND BREAKERS.
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Description of Swan Lake Hydroelectric Project

The Swan Lake Hydroelectric Project located in the
vicinity of Ketchikan, Alaska consists primarily of:

(1) ALl lands constituting the project area and
enclosed by the project boundary, to the extent of the Author —
ity"s interests in those lands as generally described by exhibits
to the application for the FERC license;

(2) Project works consisting of: (a) a concrete arch
dam, 174 feet high and 430 feet long at its crest, located
approximately 3/74 mile downstream from the mouth of the original
Swan Lake and having an uncontrolled ogee spillway section, 100
feet long, with a crest elevation of 330 feet; (b) Swan Lake
Reservoir, with a surface of 1,500 acres at normal maximum
reservoir elevation and usable storage capacity of 80,000 acre-
feet between elevations 330 and 271.5 feet; (c) a power tunnel,
2,200 feet long and 11 feet in diameter, leading from intake
structure at the north abutment upstream of the dam to the power —
house where it divides into two steel-lined penstocks, 5.5 feet
in diameter; (d) an indoor-type, remotely controlled, concrete
powerhouse containing two generating uniis with a total rated
capacity of 22,000 kw and located at Carroll Inlet immediately
north of the mouth of Falls Creek and also contining the
Authority®s one-half interest in the SCADA system; (e) a
13.8/115-kv substation to the extent of the Authority®"s interest
therein located adjacent to the powerhouse; and (f) access facil —
ities comprised of port facilities 1,000 feet north of the power —
house, a staging area adjacent to the port facilities, and access
roads from the port facilities to the powerhouse and dam;

(3) A 115-kv transmission line extending from the
powerhouse substation 30.5 miles to the existing S.W. Bailey Sub—
station; and

(4) All equipment, apparatus, structures and appurte—
nances, and property or interests therein necessary or desirable
for the operation of the foregoing all as specified in plans and
specifications therefor now on file with the Authority.
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Description of Lake Tvee Hydroelectric Project

The Lake Tyee Hydroelectric Project located approxi —
mately 40 miles east-southeast of Wrangell, Alaska, consists
primarily of the following facilities: all lands constituting the
project area and enclosed by the project boundary, to ""die extent
of the Authority®"s interests in those lands as generally describ—
ed by exhibits to the application for the FERC license, a tunnel
from the Lake, a powerhouse on the south side of the Bradfield
River Valley and a switchplant adjacent to the powerhouse, and a
138-kv transmission system, approximately 81 miles long to the
Cities of Wrangell and Petersburg, together with all equipment,
apparatus, structures and appurtenances, and property or inter —
ests- therein necessary or desirable for the operation of the
foregoing, all as specified in plans and specifications therefor
now on file with the Authority.



Description of Solomon Gulch Hydroelectric Project

The Solomon Gulch Hydroelectric Project consists
primarily of the following facilities: all lands constituting
the project area and enclosed by the project boundary, to the
extent of the Authority®s 1interests in those lands as generally
described by exhibits to the application for the FERC license, a
hydroelectric generating plant with associated dam, reservoir,
dike, spillway and penstocks located approximately 4 miles south
of Valdez, Alaska; approximately 5.50 miles of 14.4/24.9 KV new
transmission and feeder lines; approximately 105.9 miles of 138
KV transmission line connecting the Valdez and Copper River Basin
service districts of Copper Valley Electric Association, Inc.;
three substations; system control and data acquisition facilities;
and associated access roads, together with all equipment, apparatus,
structures and appurtenances, and property or interests therein
necessary or desirable for the operation of the foregoing, all as
specified in plans and specifications therefor now on file with
the Authority.
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Description of Solomon Gulch Hydroelectric Project

The Solomon Gulch Hydroelectric Project consists pri-
marilytif the following facilities: all lands constituting the
project ahea and enclosed by the project boundary, to the extent
of the Authority"s interests in those lands as generally describ—
ed by exhibits rs”the application for the FERC license, a hydro—
electric generatingvPlant with associated dam, reservoir, dike,
spillway and penstockb”located approximately 4 miles south of
Valdez, Alaska; approximately 1.75 miles of 14.4/24.9 KV new
transmission and feeder 1inC”: approximately a 105.9 miles of 138
kv transmission line connecting”the Valdez and Copper River Basin
service districts of Copper ValleyvElectric Association, Inc. ;
three substations; system control ariclLdata acquisition facil —
ities; and associated access roads, together with all equipment,
apparatus, structures and appurtenances, and property or inter —
ests therein necessary or desirable for the operation of the
foregoing, all as specified in plans and specifications therefor
now on file with the Authority.



Description of Terror Lake Hydroelectric Project

The Terror Lake Hydroelectric Project located on Kodiak
Island approximately 25 miles southwest of the City of Kodiak,
Alaska, consists primarily of the following facilities: all lands
constituting the project area and enclosed by the project bound —
ary, to the extent of the Authority®"s interests in those lands as
generally described by exhibits to the application for the FERC
license, a compacted-rockfill, concrete faced dam having a
structural height of approximately 193 feet; a power tunnel
approximately 26,300 feet in length from the dam site to the
slopes of the Kizhuyak Valley; an inclined steel penstock approx-
iraately 3,100 feet 1in length, a powerhouse locat*ed in the
Kizhuyak Valley consisting of two vertical-axis, 15,000-hp
Pelton-type impulse turbines, each connected to a 10 MW genera—
tor; and an 18 mile long 138-kv transmission line from said
powerhouse to the City of Kodiak together with related dock
facilities at Kizhuyak Bay and all equipment, apparatus, struc-—
tures and appurtenances, and property or interests therein neces—
sary or desirable for the operation of the foregoing, all as
specified in plans and specifications therefor now on file with
the Authority.
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Description of Each Purchaser®"s Existing Hydroelectric Resources

Purchaser Existing Hydroelectric Resources

Ketchikan 1) Beaver Falls/Silvas Lake (FERC Proj. No. 1922)
2) Ketchikan Lakes Project (FERC Proj. No. 420)

Wrangell None

Petersburg Crystal Lake Hydroelectric Project (the Blind
Slough Project) (FERC Proj. No. 201)

Copper
Valley None
Kodiak None

eLong-Term Power Sales Agreement- Four Dam Pool
Exhibit C--Page 1
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Debt Service Component of ...uiesale Power Rates
DEBT DE3T
SERVICE COMPONENT SERVICE COMPONENT
CONTRACTED FORECAST FOR FORECAST SALES FOR add:
YEAR™* SALES (MWH) (CENTS/KWH) SALES (CE1
Ju | 15ifs’
ftru 3t? 86 181,496 2.6 1.6
1987 191,437 2.8 1.8
1988 199,181 3.2 2.2
1989 206,042 3.5 2.5
1990 212,994 4.0 3.0
1991 219,067 4.0 3.0
1992 226,907 4.0 3.0
1993 236,183 4.0 3.0
1994 245,893 4.0 3.0
1995 255,439 4.0 3.0
1996 260,533 4.0 3.0
1997 265,897 4.0 3.0
1998 271,482 4.0 3.0
1999 277,343 4.0 3.0
2000 283,488 4.0 3.0
2001 288,220 4.0 3.0
2002 290,043 4.0 3.0
2003 291,926 4.0 3.0
2004 293,889 4.0 3.0
2005 295,935 4.0 3.0
2006 298,067 4.0 3.0
2007 300,290 4.0 3.0
2008 302,608 4.0 3.0
2009 305,023 4.0 3.0
2010 307,541 4.0 3.0
2011 310,165 “ 4.0 3.0
2012 312,901 4.0 3.0
2013 315,753 4.0 3.0
2014 318,725 4.0 3.0
2015 321,824 4.0 3.0
2016 325,053 4.0 3.0
2017 328,420 4.0 3.0
2018 331,929 4.0 3.0
2019 335,587 4.0 3.0
2020 339,400 4.0 3.0
2021 343,375 4.0 3.0
2022 347,518 4.0 3.0
2023 351,836 4.0 3.0
2024 356,338 4.0 3.0

mlong-Term Power Sales Agreement- Four Dam Pool
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DEBT DEBT
SERVICE COMPONENT  SERVICE COMPONENT
CONTRACTED FORECAST FOR FORECAST -SALES FOR ADDITIONAL

YEAR ~ SALES  (MWH) (CENTS/KWH) SALES (CENTS/KWH)
2025 361,030 4.0 3.0
2026 365,921 4.0 3.0
2027 371,019 4.0 3.0
2028 376,334 4.0 3.0
2029 378,607 4.0 3.0
2030 378,607 4.0 3.0
2031 378,607 4.0 3.0

* Contract Years end on June 30 of the Years shown (except the final
Contract Year, which ends on the 45th anniversary of the"effective
date of the Agreement). The Contracted Forecast Sales set fortn 1in
this schedule for the first and last Contract Years shall be prorated
based upon the duration of those Contract Years:

JLon”-Term Power Sales Agreement- Four Dam Pool
Exhibit D- Page 2



EXHIBIT E
Rate Formulas
A Wholesale Power Rate for a given Contract Year

The formula for computing the Wholesale Power Rate for any
given Contract Year shall be:

R = P/E + D
Where:
R = The Wholesale Power Rate, expressed in cents per
kilowatthour;
P = The total Power Production Cost for that Contract
Year, expressed in dollars;
E = The total kilowatthours of Billing Energy sold to
the Purchasers plus Surplus Power sold in that
Contract Year; and
D = The Debt Service Component of the Wholesale Power
Rate for that Contract Year, expressed 1in cents
per kilowatthour.
B. The Debt Service Component of the Wholesale Power Rate

Subject to the Rata Reopener provisions of Section 9, the
formula for computing the Debt Service Component of the Whole—
sale Power Rate for any given Contract Year in which actual
Billing Energy exceeds Contracted Forecast Sales shall be:

D = ® x Ef) + ((O - 1) x (E - ET))
Where:

D = The Debt Service -Component of the Wholesale Power
Rate,

D = The Debt Service Component for Contracted Fore-

g cast Sales (expressed in cents per kilowatthour)
for that Contract Year, as sat forth in Exhibit
D!

EN = Contracted Forecast Sales in kilowatthours for

that Contract Year as set forth in Exhibit D, and

E = The total kilowatthours of Billing Energy sold to
the Purchasers in the Contract Year.

Long-Term Power Sales Agreement- Four Dam Pool
Exhibit E- Page 1



C. Sequential steps in the Rate Reopener process

1. Develop a total sales forecast for the Reopener Period
in accordance with Section 9(c) of this Agreement, and set forth
that forecast in anew ExhibitD.

2. Calculate the Maximum Computed Debt Service Rate for
the Reopener Period in accordance with Sections 9 (d) and (e) of
this Agreement. This calculation is represented by the fol-—

lowing formula:

Average EfT

Where:
D = The Maximum Computed Debt Service Rate, expressed
m in cents per kilowatthour;
C = Capital Component,- as defined in Section 20(g) of
this Agreement, expressed in dollars;
CR = The capital recovery factor for the Reopener
p Period, calculated in accordance with Section
9(d) of this Agreement, namely 0.088052 for the
first Reopener Period and 0.114678 for the second
Reopender Period (derived by using 8%/12 months
as the interest rate per month, and 360 months
and 180 months as tha number of months 1in the re—
spective Reopener Periods); and
Average E. = One-fifteenth of the sum of Contracted Forecast

Sales for the Reopener Period as set forth in the
new Exhibit D;

3. Calculate the Computed Average Retail Rate of the Pur—
chasers in accordance with Section 9(f) of this Agreement by
substituting, as provided in that-Section, the Maximum Computed
Debt Service Rate for the then-existing Debt Service Component
of the Wholesale Power Rate, projecting an average retail rate
that would be required as a result of such substitution.

4. Estimate the Average Statewide Retail Rate 1in accord-—
ance with Section 9(g) of this Agreement.

5. Select a Revised Maximum Debt Service Component of the
Wholesale Power Rate, in accordance with Section 9(g) of this
Agreement, after comparing the Computed Average and the Average
Statewide Retail Rates.

6. Draw up a schedule in accordance with Section 9(h) of
this Agreement, showing the maximum Debt Service Component of
the Wholesale Power Rate for each year of the Reopener Period.

Long-Term Power Sales Agreement- Four Dam Pool
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This schedule 1is referred to in Section 9 (g) as the Revised
Maximum Debt Service Rate Schedule.

7. Negotiate increases or decreases 1in the Debt Service
Component of the Wholesale Power Rate, based on the considera—
tions listed in Section 9(b) of this Agreement.

8. Finally, express the agreed 1increases or decreases 1in
the new Exhibit D, or, 1in the absence of such agreement, the
Authority may 1impose and may 1incorporate in the new Exhibit D
increases that do not exceed 1in any year the amounts shown 1in
the Revised Maximum Debt Service Rate Schedule.

Long-Term Power Sales Agreement- Four Dam Pool
Exhibit E- Page 3
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BRADLEY LAKE HYDROELECTRIC PROJECT

AGREEMENT FOR THE SALE AND PURCHASE OF ELECTRIC POWER

("POWER SALES AGREEMENT™)

by and among

THE ALASKA POWER AUTHORITY,
An Agency Of The State Of Alaska,
("Seller™) ,

and

The CHUGACH ELECTRIC ASSOCIATION, [INC.,
The GOLDEN VALLEY ELECTRIC ASSOCIATION, INC.,
The MUNICIPALITY OF ANCHORAGE i/b/a MUNICIPAL LIGHT AND POWER,
The CITY OF SEWARD d/b/a SEWARD ELECTRIC SYSTEM,
and
The ALASKA ELECTRIC GENERATION & TRANSMISSION COOPERATIVE, INC,
("Purchasers™")

and

The HOMER ELECTRIC ASSOCIATION, INC.,
and
The MATANUSKA ELECTRIC ASSOCIATION, [INC.,
(Additional Parties)
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POWER SALES AGREEMENT

THIS AGREEMENT dated as of December 8, 1987, is
entered 1into by and among the ALASKA POWER AUTHORITY (the
"Authority™) and the CHUGACH ELECTRIC ASSOCIATION, INC., the
GOLDEN VALLEY ELECTRIC ASSOCIATION, INC., the MUNICIPALITY OF
ANCHORAGE d/b/a MUNICIPAL LIGHT AND POWER, the CITY OF SEWARD
d/b/a SEWARD ELECTRIC SYSTEM, and the ALASKA ELECTRIC GENERA—
TION & TRANSMISSION COOPERATIVE, |INC. (individually a "Purchas—
er,” and collectively the "Purchasers™), and the HOMER ELECTRIC
ASSOCIATION, INC., and the MATANUSKA ELECTRIC ASSOCIATION, INC.
(as additional Parties with some, but not all, of the rights
and responsibilities of Purchasers).

WI1TNESSETH

The Authority recites, agrees, represents and cove—
nants as follows:

¢)) The Authority 1is a public corporation of the
State of Alaska duly created, organized and existing pursuant
to AS 44.83;

) The Authority i~ authorized, and has taken all
steps necessary pursuant to the Constitution and Jlaws of the
State of Alaska and the regulations and by-laws of the Authori—
ty, to enter into this Agreement and to comply fully with the
terms hereof;

€) The Authority desires to fulfill 1its legisla—
tively established duty of providing residents of the State of
Alaska with long-term, stable, and economic sources of power
and an adequate, economic, and vreliable long-term supply of
power; and

4) The Authority®s execution and performance of
this Agreement will not conflict with, violate, or constitute
an event of default under any other resolution, contract, ag-—
reement, bond, note, mortgage, or other obligation of the Auth—
ority, or with respect to any order, ruling, or decree of any
court or regulatory agency to which the Authority is subject at
the time the Authority executes this Agreement.

Each Cooperative Purchaser (as hereinafter defined)
and the Homer Electric Association, 1Inc. ("HEA") and the Mata-
nuska Electric Assocation, 1Inc. ("MEA") recites, agrees, repre—
sents and covenants as follows:

€D The Purchaser is a duly organized and constitut-
ed electric cooperative under the laws of the State of Alaska
and 1is currently a borrower from the Rural Electrification Ad-—
ministration, United States Department of Agriculture, under
the Rural Electrification Act of 1936 (7 U.S.C. & .901 et seq.) ;

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 1



2 The Purchaser 1is authorized, and has taken all
steps necessary pursuant to its articles of incorporation and
by-laws and applicable laws and regulations, to enter into this
Agreement and to comply fully with the terms hereof;

3) The Purchaser performs the functions of a utili—
ty and is a wholesale power customer eligible to purchase power
produced from a project pursuant to AS 44.83; and

4) The Purchaser®s execution and performance of
this Agreement will not conflict with, violate, or constitute
an event of default under any other resolution, contract, ag-—
reement, bond, note, mortgage, or other obligation of the Pur—
chaser, or with respect to any order, vruling, or decree of any
court or regulatory agency to which the Purchaser 1is subject at
the time the Purchaser executes this Agreement.

Each Municipal Purchaser (as hereinafter defined) re—
cites, agrees, represents and covenants as follows:

(€D The Purchaser 1is a duly organ zed and constitut—
ed municipal corporation under the Constitution and laws of the
State of Alaska;

) The Purcha® or 1is authorized, and has taken all
steps necessary pursuant to the Constitution and laws of the
State of Alaska and other applicable laws and regulations, and
pursuant to its charter and ordinances, to enter into this Ag-—
reement and to comply fully with the terms hereof;

©) The Purchaser performs the functions of a utili—
ty and is a wholesale power customer eligible to purchase power
produced from a project pursuant to AS 44.83; and

4) The Purchaser®s execution and performance of
this Agreement will not conflict with, violate, or constitute
an event of default under any other charter, ordinance, resolu—
tion, contract, agreement, bond, note, mortgage, or other obli—
gation of the Purchaser, or with respect to any order, ruling,
or decree of any court or regulatory agency to which the Pur—
chaser 1is subject at the time the Purchaser executes this Ag-—
reement.

NOW, THEREFORE, the parties agree as follows:

Section 1. Definitions. For the purposes of this
Agreement, the following definitions apply:

(a) "Act" or references to AS 44.83 mean
44, Chapter 83 of the Alaska Statutes (AS 44 .83) as the
same may be amended or supplemented from time to time.

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 2
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) "Agreement™ means this Power Sales Agree—
ment.

©) "Annual Payment Obligation” means the total
amount payable by a Purchaser in or for a Fiscal Year pur—
suant to this Agreement.

(d "Annual Project Budget™ means the budget
for the Project as adopted or 1in effect for a particular
Fiscal Year, and amended or supplemented from time to
time, pursuant to Section 13.

(¢) "Annual Project Costs"™ shall have the mean—
ing given it in Section 8 of this Agreement.

) "Authority"” means the Alaska Power Authori —
ty as established by the Act, and any successor agency
thereto.

(g9 "Bond Resolution™ means (i) the document
attached as Exhibit "A"™, or a resolution adopted by the
Authority substantially in the form of Exhibit "A", as
supplemented and amended from time to time in a manner
consistent with Section 11 of this Agreement and with the
provisions of the Act, or (ii) a further bond resolution,
consistent with Section 11, adopted 1in connection with the
issuance of bonds to refund the Bonds.

h) "Bonds™ means bonds, notes or other evi—
dences of 1indebtedness (including refunding bonds) 1issued
pursuant to the Bond Resolution, the proceeds of which are
used to pay or reimburse Costs of Acquisition and Con-—
struction and Required or Optional Project Work.

(i) "Committee™ means the Project Management
Committee established pursuant to Section 13.

a) "CoiisultantI means an 1independent 1indivi—
dual or firm (i) of nationwide and favorable reputation,
having demonstrated expertise 1in the field or the matter
or the item referred to it under various specific pro—
visions of this Agreement, and (ii) approved by the Auth-—
ority and the Committee 1in accordance with rules of pro-—
cedure to be adopted by the Committee to govern such ap-—
proval, which approval shall not be unreasonably withheld.

€9) "Cooperative Purchasers™ means Chugach
Electric Association, 1Inc., Golden Valley Electric Associ—
ation, Inc., and Alaska Electric Generation & Transmission
Cooperative, Inc. The term "Cooperative Purchasers”™ 1in-—
cludes Homer Electric Association, Inc., and Matanuska
Electric Association, 1Inc., only to the extent specified
in Section 30 of this Agreement.

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 3



€D "Cost of Acquisition and Contraction™ means
the Cost of Acquisition and Construction (as defined 1in
Section 101 of the Bond Resolution) of the Proiect: Dro-
vided, that for purposes of this Agreement the Cost of
Acquisition and Construction of the Project shall not in—
clude the Cost of Acquisition and Construction of Capital
Improvements (as defined 1in Section 101 of the Bond Res—
olution)

(m) "Date ofCommercial Operation” means the
date on which engineers retained for this purpose by the
Authority have reasonably declared that the Project is
fully available to be operated at not 1less than ninety
megawatts (90 MW), and its output can be scheduled on a
commercial basis.

) "Debt Service"” means amounts that the Auth-—
ority 1is required to r,et aside for the payment of princi—
pal of, premium, if ".ny, sinking fund payments, and inter—
est on the Bonds, as the same are scheduled to become due
under the Bond resolution, and not by reason of any accel —

eration.
(o) "Delivery Point™ means the Bradley Junct
facilities, as identified and further described in Exhibit
B.
(»))] "Electric power”™ or "power™ means electric
energy or electric capacity or both. Where the context of

this Agreement requires a distinction, electric energy 1is
specified and/or expressed in kilowatthours or megawatt-
hours and electric capacity 1is specified and/or expressed
in kilowatts or megawatts.

()] "Excess Payment Amount"” means the amounts,
if any, computed as provided in Section 29 and included in
Annual Project Costs.

(r) "Fiscal Year™ means that twelve-month peri—
od starting July 1 of a calendar year through and includ—
ing June 30 of the succeeding calendar year. The initial

Fiscal Year for purposes of this Agreement 1is that portion

of the twelve-month period starting on the Date of Commer —
cial Operation through and 1including the following June
30. IfT the portion of the period 1is shorter than 90 days

the parties shall determine the initial Fiscal Year, which

must end on a June 30 and may not be longer than 456 days.

The last Fiscal Year for purposes of this Agreement shall

be that portion of the twelve-month period between the end
of the last full (i.e., twelve month) Fiscal Year and the
expiration of this Agreement.

(s) "Municipal Purchaser™ means the Municipali—
ty of Anchorage d/b/a/ Municipal Light and Pd&wer, and the

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 4



City of Seward d/b/a Seward Electrical System.

) "Optional Project Work™ means Project re—
pairs, renewals and replacements, improvements, better—
ments, additions, or expansions that do not constitute
Required Project Work.

()] "Percentage Share"™ means the fraction, ex —
pressed as a percent and set forth for each Purchaser in
Exhibit D as that Exhibit may be amended from time to
time, used to compute the amount of each Purchaser®s en—
titlement to Project Capacity and obligation to pay Annual
Project Costs.

w) "Project”™ means the Bradley Lake Hydroele
tric Project as described in Exhibit C.

w) "Project Capacity™ means the amount of
electric capacity capable of being produced by the Project
(including capacity attributable to Required or Optional
Project Work) at any and all times from the Date of Com-—
mercial Operation until the termination of this Agreement
(or any renewal thereof) wunder the operating conditions
that exist during such times, 1including periods when the
Project may be not operating or inoperable or the opera-—
tion thereof 1is suspended, interrupted, 1interfered with,
reduced, or curtailed, in each case 1in whole or 1in part
for any reason whatsoever, after corrections for station
and Project use, and depletions required under any federal
license for the Project.

x) "Prudent Utility Practice”™ shall mean at
particular time any of the practices, methods and acts
engaged in or approved by a significant portion of the
electric utility industry at such time, or which, 1in the
exercise of reasonable judgment in light of facts known at
such time, could have been expected to accomplish the de—
sired results at the Jlowest reasonable <cost consistent
with good business practices, reliability, safety and rea-—
sonable expedition. Prudent Utility Practice 1is not re—
quired to be the optimum practice, method or act to the
exclusion of all others, but rather to be a spectrum of
possible practices, methods or acts which could have been
expected to accomplish the desired result at the Ilowest
reasonable cost consistent with vreliability, safety and
expedition. Prudent Utility Practice includes due regard
for manufacturers®™ warranties and the requirements of gov—
ernmental agencies of competent jurisdiction and shall
apply not only to functional parts of a Project, but also
to appropriate structures, landscaping, painting, signs,
lighting and other facilities. In evaluating whether any
matter conforms to Prudent Utility Practice, the parties
shall take into account (i) the nature of the parties
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hereto under the Ilaws of the State of Alaska and their
statutory duties and responsibilities, and (ii) the ob—
jective of integrating Project Capacity with the generat—
ing resources of the Purchasers, including resources
available under contract, to achieve optimum utilization
of the resources and achieve efficient and economical op-—
eration of each Purchaser®s System. For purposes of this
Agreement, "national standards for the industry™ means
Prudent Utility Practice.

W) "Purchase- means, as of any particular
time, such of the Municipality of Anchorage d/b/a Munici—
pal Light and Power, Chugach Electric Association, Inc.,

Golden Valley Electric Association, Inc. , the City of
Seward as have executed this Agreement, and the Alaska
Electric Generation & Transmission Cooperative, Inc.
("AEG&T). The terra ™"Purchaser™ 1includes Homer Electric
Association, Inc., and Matanuska Electric Association,
Inc., only to the extent specified in Section 30 of this
Agreem >nt.

(2) "Purchaser®s System™ means a Purchaser"s
electric utility system for the distribution, transmis—
sion, and generation of electrical power and which 1is
owned and operated by the Purchaser. If Purchaser®s elec—
tric utility system 1is combined with other utilities of
the Purchaser, then "Purchaser®s System" includes only
those facilities, activities, and revenues properly alloc—
able to Purchaser®s electric utility service. "Purchas —
er's System”™ does not include the Project, regardless of
whether the Purchaser operates the Project under a separ—
ate agreement with the Authority.

(aa) "Purchaser®s Water Allocation”™ means the
number of acre feet of water from the Project allocated
for generation purposes by the Committee to a Purchaser
from time to time, based on that Purchaser®s Percentage
Share.

(bb) "Railbelt” means the geographic area
served by the Purchasers.

(cc) "Railbelt Energy Fund” means a fund cre—
ated by the legislature, the use of which is 1intended only
for approved power supply and transmission projects in the
Railbelt.

(dd) “REA"™ means the Rural Electrification Ad-—
ministration, an agency of the United States Department of
Agriculture.

(ee) "Recoverable Construction Cost"™ means an
amount equal to $175,000,000 1less one half the amount, if
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any, by which $350,000,000 exceeds the Cost of Acquisition
and Construction, plus the principal amount of additional
Bonds (if any) issued pursuant to Section 31.

() "Renewal and Contingency Reserve Fund"”
means the Renewal and Contingency Reserve Fund established
pursuant to Section 502 of the Bond Resolution.

(99) "Required Action™ means an action that
must be taken 1in order for the Authority to comply with
federal or state law, the orders of licensing and regula-—
tory agencies, the Bond Resolution, or this Agreement.

(hh) "Required Project Work™ means repairs,
maintenance, renewals, replacements, improvements or bet—
terments required by federal or state law, a licensing or
regulatory agency with jJurisdiction over the Project, or
this Agreement, or otherwise necessary to keep the Project
in good and efficient operating condition, consistent with
(1) sound economics for the Project and the Purchasers,
and (2) national standards for the industry.

(i) "Revenue Fund"™ means the Revenue Fund

ablished pursuant to Section 502 of the Bond Resolution.

ai) "Trustee”™ means the trustee appointed pur—
suant to Article IX of the Bond Resolution, or that Trust-—
ee"s successor or successors and any other <corporation
which may at any time be substituted 1in that Trustee's
place under the Bond Resolution.

Section 2. Term OFf Agreement.

(@) Effectiveness. This Agreement shall become
effective on the first date when (i) the Agreement has
been executed and delivered by all Purchasers and by the
Authority, and (ii) each Purchaser has obtained all nec-—
essary approvals of this Agreement and of all transmission
and/or services agreements for the transmission of Project
power to the Purchasers. An approval shall not be con-—
sidered "necessary" for purposes of this Section 2(a) un-—
less, prior to or contemporaneously with delivery of this
Agreement, the person or entity from which such approval
must be obtained has been identified to the other parties
in writing by the Purchaser requiring such approval. It
is the intent of each Purchaser to take all steps rea—
sonably within its power to obtain all necessary approvals
from its governing body no later than December 1, 1987.

(b) Commencement of payment obligations. The
payment obligations of each Purchaser under this Agreement
shall commence on the Date of Commercial Operation; pro—
vided, that the Purchasers shall be obligated to pay those
Committee costs referenced in the last sentence of Section
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13(a) regardless of whether the Date of Commercial Opera-—
tion occurs.

©) Termination. This Agreement shall termi—
nate (i) 50 years after the Date of Commercial Operation,
or (ii) when no Bonds are Outstanding under the Bond Res—
olution and all payment obligations under this Agreement
(other than any payment obligations under Section 29) have
been satisfied or provided for, whichever occurs later;
provided, that if the Date of Commercial Operation does
not occur before January 1, 1996, then this Agreement
shall terminate on January 1, 1996. The parties may mu-—
tually agree to terminate or to renew this Agreement prior
to termination, subject, however, to the written approval
of the Administrator of REA 1if such written approval is
then required, and the terras and conditions of covenants
and agreements between the Authority and holders of B~nds.
If such approval is then required, no amendment of this
Agreement shall take effect without the written approval
of the Administrator of REA.

()] Renewal. Any Purchaser may renew this Ag-—
reement on the same terms and conditions as provided here—
in for successive additional terms (such terms to equal
forty (40) years or, if shorter, the remaining useful life
of the Project), upon written notice to the Authority by
the Purchaser given no less than six and no more than
twenty-four months prior to the end of the term of this
Agreement. Purchasers electing to renew this Agreement
shall be entitled to have their Percentage Shares adjusted
pro rata, based on their Percentage Shares as set forth in
Exhibit D as that Exhibit exists twenty-four months prior
to the end of the 1initial term of this Agreement, so that
the adjusted Percentage Shares of the Purchasers renewing
this Agreement total one hundred percent (100%). No re—
newing Purchaser shall be required to accept the entirety
of the Percentage Share to which that Purchaser becomes
entitled, but 1if the Percentage Shares of all renewing
Purchasers do not total one hundred percent, the Authority
may sell to any other utility that is a qualified purchas—
er of power under the Act any remaining Percentage Share
or portion thereof upon the same terms and conditions ap-—
plicable to the renewing Purchasers, if the Authority rea-—
sonably determines that such utility 1is able to carry out
the obligations of a Purchaser under this Agreement and
that such sale to such utility will not adversely affect
the tax exemption of interest on any Bonds Outstanding
under the Bond Resolution that originally were issued on a
tax-exempt basis. The Authority shall not be obligated to
renew this Agreement 1if, after reasonable notice to the
renewing Purchasers, Percentage Shares that total one hun—
dred percent have not been sold to such Purchasers or to
other qualified utility purchasers.
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Section 3. Exhibits. The following exhibits are
incorporated by reference 1irto this Agreement:

@) Exhibit "A"™, Bond Resolution,

() Exhibit "B", Delivery Point,

©) Exhibit "C", Description of theProject,

(d) Exhibit "D", Purchasers® Percentage Shares

of Project Capacity and of Annual Project
Costs, and
(e) Exhibit "E", Form Of Certain Supplemental
Bond Resolutions.
Section 4. Electric Service To Be Furnished.

(a) Sale and purchase. The Authority hereby
sells, and each Purchaser hereby purchases, that Purchas—
er"s Percentage Share of Project Capacity (together with
associated energy) from the Project 1in accordance with
this Agreement. The actual delivery (if any) of electric

capacity and associated energy to Purchasers

from the Pro—

ject shall be made 1in accordance with scheduling proce—
dures adopted by the Committee.

) Available Power. The Authority shall at
all times, except when prevented by a cause or event not
within the control of the Authority, make power available
to the Purchasers from the Project in an amount equal to
the amount the Purchasers may schedule from the Project,

within the limitations
ility, available water,
opted by the Committee.

imposed by available Project capab—
and the scheduling procedures

ad —

©) Required Project Work. The Authority shall
make or cause to be made all Required Project Work, pro-—
vided that funds are Jlegally available to the Authority
for this purpose. The <costs of Required Project Work
shall be ‘included 1in Annual Project Costs 1in the manner
set forth 1in Section 8(a)(iv). The Authority shall give
reasonable notification to all Purchasers prior to making
or causing to be made any Required Project Work. Alterna—

tive methods (if any)
Project Work shall
under
13.

of carrying out
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@ Optional Project Work. The Authority shal
not make or cause to be made Optional Project Work unless
such Optional Project Work 1is approved by the Committee.
Any Optional Project Work shall be at che expense of the
benefitted Purchaser (s) , as determined 1in advance by the
Committee, in proportion to the value of the benefit con-—
ferred upon each such Purchaser. If such Optional Project
Work has an adverse impact upon the operations or finances
of a Purchaser as determined by the Committee, the bene—
fitted Purchaser(s) shall compensate the adversely affect—
ed Purchaser (s) for the 1increased costs and reduced bene—
fits resulting from such impact. In the event the Pur-—
chasers are unable to agree as to how any 1increased costs
or compensation will be apportioned, or as to the amount
of any increased costs or appropriate compensation, the
parties shall submit the question to dispute resolution in
accordance with the dispute resolution procedures adopted
by the Committee under Section 13.

Section 5. Electric Power Reserves For The Project

(a) Need for reserves. The parties recognize
that (i) electric power from the Project may be wunavail—
able periodically because of generation and transmission
outages, repairs, maintenance, inspections, testing, and
similar events, and (ii) under the Alaska Intertie Agree—
ment or otherwise, each Purchaser 1is responsible for main—
taining (or contracting for the wuse of) generation re—
serves in amounts sufficient to protect 1its own Jloads in
the event that Project power 1is unavailable.

(b) Reserve procedures. Promptly after 1its
establishment, the Committee shall adopt and implement
procedures under which, in as cost-effective a manner as

possible:

(1) the Authority shall have the right to
require the operation of specific amounts of generat—
ing capacity owned by a Purchaser and made available
to the Authority, and to use the power produced by
such operation to provide reserves to requesting Pur—
chasers for some or all Project power, to the extent
such capacity would otherwise be 1idle or its output
would otherwise not be needed by the owner of that
capacity to enable that Purchaser to meet 1its own
loads cr to make power sales to other utilities;

(ii) the additional costs incurred by any
Purchaser in making such capacity available to the
Authority and in operating the same for the Authority
shall be computed equitably and reimbursed promptly
to such Purchaser by the Authority; and
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(iii) the costs of so reimbursing any P
chaser shall be included in Annual Project Costs.

(©) Alternative reserves. Nothing 1in Sect
5(b) shall:

(1) relieve any Purchaser of the responsi—
bility set forth in Section 5(a)(ii);

(i) require any Purchaser to make reserve
capacity available to the Authority under Section

5(b)(i); or

(iii) require any Purchaser to avail it—
self of reserve power available from the Authority
under Section 5(b)(i), or to bear any of the costs of
such power 1if the Purchaser does not avail itself of
such power, if the Purchaser chooses and 1is able to
rely upon 1its own reserves to meet 1its loads when
Project power 1is unavailable.

Section 6. Obligations Under Bond Resolution; Com—
pletion of Project.

(a) Assignment or payment to Trustee. The par—
ties recognize and agree that (i) the Authority may assigr
its rights to vreceive payments under this Agreement ?_
security for the payment of the Bonds to the Trustee under
the Bond Resolution for the benefit of the holders of the
Bonds, and (ii) the Authority may direct that amounts pay—
able to it under this Agreement be paid directly to the
Trustee.

(b) Project funding. The Authority shall 1issue
Bonds, or otherwise obtain funds (including appropria—
tions) , sufficient to pay or reimburse the Cost of Acqui—
sition and Construction. Annual Project Costs shall 1in—
clude Debt Service on Bonds 1issued to pay the Cost of Ac—
quisition and Construction in an aggregate principal
amount up to but not exceeding the Recoverable Construc—

tion Cost. The Authority may estimate the Recoverable
Construction Cost and issue Bonds at any time 1in amounts
up to the amount of such estimate. As soon as practicable

after the Date of Commercial Operation, the Authority
shall adjust (and re-adjust when necessary) Annual Project
Costs to reflect actual Recoverable Construction Cost.

©) Covenants of the Authority. The Authority
covenants that it will not cause rates for Project Power
to increase by reason of any bond resolution, covenant or
agreement contained 1in any trust indenture or trust agree—
ment entered 1into by the Authority 1in connection with a
power project other than the Project, nor on account of
any inadequacy in its actual or projected aggregate

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 11



revenues, other than revenues from the Project, nor will
the Authority include in Annual Project Costs debt service
payable on debt incurred for any purpose except in respect
of the Project as provided herein.

(d) Project completion and operation. The
Authority agrees to use 1its best efforts to complete the
Project expeditiously and 1in accordance with sound engin—
eering practice and with the provisions of the Bond Reso—
lution. The Authority shall also use 1its best efforts
consistent with Prudent Utility Practice to construct and
complete, and to operate and maintain the Project (or to
arrange for such operation and maintenance) to provide
power at the lowest reasonable cost to the Purchasers 1in a
manner that is compatible with the Purchasers® Systems and
consistent with the Act, the Bond Resolution, and this Ag-—
reement.

(e E 51 efforts by Committee members. To the
extent that the cost of Project power is or may be affect—
ed by actions of the Committee wunder Section 13, each
Purchaser 1in its capacity as a member of the Committee
agrees to use 1its best efforts consistent with Prudent
Utility Practice to assist 1in assuring that the Project
provides power at the Ilowest reasonable cost to the Pur—
chasers 1in a manner that 1is compatible with the Purchas-—
ers" Systems and consistent with the Act, the Bond Resolu-—
tion, and this Agreement.

Section 7. Payment Obligation.

(@) Payment Obligation. Each Purchaser agrees
to pay its Percentage Share of Annual Project Costs for
each Fiscal Year. The procedures for determining the

amount of and for making such payments are set forth in
Section 13 of this Agreement.

)] Purchaser®s Obligations. Each Purchaser
shall make payments 1in the amounts and at the times re—
quired by this Agreement notwithstanding a suspension or
reduction in the amount of power supplied by the Project.
Such payments shall not be subject to any reduction, by
offset or otherwise. The parties intend and interpret the
foregoing two sentences to mean that the obligation to
make such payments shall be absolute and unconditional and
unaffected by any 1interruption, interference, or curtail—
ment in whole or in part of power supplied by the Project.
In the event that (i) the Project 1is no longer operable,
or its operation 1is interrupted or curtailed for any rea-—
son whatsoever in whole or in part, and (ii) the Authority
does not restore the Project to full operation within a
reasonable time, then the Purchasers may upon reasonable
notice to the Authority and at their own expense take such
action as they deem necessary to so restore* the Project.
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The taking of such action by the Purchasers shall not al—
ter each Purchaser®s obligation to pay 1its Percentage
Share of Annual Project Costs.

Section 8. Annual Project Costs
(@) Annual Project Costs defined. Annual
ject Costs means all of the costs resulting from the own-—
ership, operation, maintenance of and renewals and re—

placements to the Project, properly incurred or paid dur—
ing each Fiscal Year, including:

) Amounts required to be set aside by
the Authority for the payment of Debt Service on
Bonds issued to pay the Cost of Acquisition and Con—
struction in an aggregate principal amount up to but
not exceeding the Recoverable Construction Cost;

(i) Amounts required to be set aside for
the payment of Debt Service on other Bonds and debt
service on other obligations approved 1in accordance
with Sections 11 and 13;

(iin) Amounts required to restore the
funds established under the Bond Resolution to the
levels required by the Bond Resolution to be main-—
tained therein;

(iv) Amounts which may be required to pay
for Required Project Work, to the extent that such
costs are not covered by 1insurance or Bond proceeds
or by the Renewal and Contingency Reserve Fund;

w) Other amounts determined by the Com—
mittee to be necessary or appropriate to supplement
and to be paid into the Funds established under the
Bond Resolution;

(vi) Excess Payment Amounts, if any, com—
puted in accordance with Section 29;

(vii) All other costs of producing and de—
livering Project power (excluding depreciation) not
accounted for by the payments out of funds and re-—
serves specified in the foregoing sections and prop—
erly chargeable to the Project under the Uniform Sys—
tem of Accounts, less any credits against said costs
by reason cf revenues from sources other than the di—
rect sale of power to Purchasers, and also less any
credits for 1interest earned during construction and
available for Project purposes; provided, that income
from interest earned on reserve funds shall be wused
at least annually to accumulate and maintain said
reserve funds 1in the amounts required uftder the Bond
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Resolution or 1in such greater amounts as may be de—
termined by the Committee, or to reduce Annual Pro-—
ject Costs. Such other costs shall include:

A) Project operating and maintenance
costs, in accordance with the Annual Budget
adopted in accordance with Section 13;

) Costs of Project-related 1insur—
ance, and, to the extent permitted with respect
to each Purchaser under Section 5, the costs of
electric power rese; es for the Project;

© Project-specific administrative
and general expenses of the Authority, such as
costs of safety inspections and investigations;

() Costs of the Committee, whether
incurred by the Authority or incurred by a Pur—
chaser on behalf of the Committee; and

® Such other Project costs as the
Committee may from time to time approve for in—
clusion in Annual Project Costs 1in accordance
with procedures to be adopted by the Committee.

(b)Proceeds of a taking. Any payment received
by the Authority as a result of a taking of the whole or
any portion of the capacity, facilities, available water,
or output of the Project by any state or federal govern-—
ment agency shall be used by the Authority, after consult—
ation with theCommittee, to (i) reduce Annual Project
Costs, (ii) retireBonds, or (iii) reimburse the State of
Alaska for a portion of the State®"s capital contribution
to the Project (recognizing the separate sources of Pro-—
ject funding under Section 6(b)), whichever of these uses
or combination of such uses shall be equitable and proper
under the circumstances existing at the time of the tak-—

ing.
Section 9. Obligations In The Event Of Default.

(a) Enforcement. Upon failure of a Purch:
to perform any obligation herein, the Authority may bring
any suit, action or proceeding at law or in equity
("Sui®."), including mandamus, injunction and action for
specific performance, as may be necessary or appropriate
to enforce any covenant, agreement or obligation of this

Agreement against that Purchaser. The Authority may bring
such Suit (i) thirty days after giving the Purchaser a
writter ""mand for performance, in the case of default by
the P- Ner on any obligation other than a payment obli-
gatic id (ii) immediately, in the case of default by
the P1 tiaser on any payment obligation. Each Purchaser
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shall continue to make payments in the event of any dis—
pute regarding performance of any obligation by any party
under this Agreement or 1in the event of any dispute under
the Bond Resolution, and this obligation of continued pay—
ment pending resolution of disputes shall be 1immediately
enforceable by any party upon application to any court of
competent jJurisdiction.

() Additional rights and remedies. In add

tion to the Authority®"s rights under Section 9(a), 1if a
Purchaser has for any reason suspended or reduced, or has
failed to make or has been prevented from making, payments
required under this Agreement, the Authority may terminate
or suspend the delivery of power tothat non-paying Pur —
chaser 1if, after consulting with theother Purchasers, the
Authority reasonably determines that such termination or
suspension is more effective than other available alterna-—
tives in minimizing adverse impacts on such other Purchas—
ers .

) If the Authority so terminates or sus-—
pends deliveries, the Authorityshall:

(A) offer to other Purchasers, on
terms and conditions applicable to other power
sold under this Agreement, any power not deliv—
ered to the non-paying Purchaser, and if neces—
sary allocate such power pro rata on the basis
of Percentage Sharesamong Purchasers accepting
such offer;

(B offer any power not sold wunder
Section 9(b)(i)(A) to any qualified utility (in—
cluding the other Purchasers) on terms and con—
ditions deemed favorable by the Authority after
consultation with the Committee; and

(C) if the Authority projects that the
amounts to be deposited 1into the Revenue Fund
will nonetheless be insufficient to pay Annual
Project Costs, 1increase every other Purchaser”s
Percentage Share of Annual Project Costs and
Project Capacity pro rata to the extent and for
the period necessary to compensate for such in—
sufficiency; provided, that no Purchaser®s Per—
centage Share shall be 1increased by more than
twenty-five (25) percent above the amount set
forth 1in Exhibit D without the written consent

of that Purchaser.

(i) IfT the Authority determines that the
process of offering power to others wunder Sections
9(b)(i)(A) or (B) would delay exercise of the Author—
ity"s rights under Section 9(b) (i)(C), and that as a
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result the Authority will be unable to make deposits

when required under the Bond Resolution, the Authori —
ty may excrcrcc rts rrghts under xnuueQietery and

take the actions required under (A) and (if neces—
sary) under (B) as soon as practicable thereafter.

No exercise by the Authority of any of its rights (or
any failure by the Authority to exercise any of its
rights) under this Section 9(b) shall relieve any
non-paying Purchaser of any payment obligation under
this Agreement or relieve such Purchaser of any lia—
bility for damages resulting from non-payment. In
particular, sales of power under Section 9(b) (i) (A

and (B) are intended to reduce the financial impact
of any Purchaser®s non-payment on other, paying Pur—
chasers. Such sales are not intended to, nor shall

they, reduce the payment obligations of the non-—
paying Purchaser or the damages for which such non-—
paying Purchaser may be liable.

(iii) To the extent that the Author

uses Project reserve fTunds to permit it to make time—
ly payments under the Bond Resolution following non—
payment by a Purchaser, the amount needed to replen—
ish such reserve funds shall be added to the Annual
Payment Obligation of the non-paying Purchaser, and
if the non-paying Purchaser fails to make payment of
its Annual Payment Obligation as so increased, the
Authority may exercise any of the rights ava”able to
it under this Section 9(b).

©) Litigation. If Purchasers*® Percentage
Shares are 1increased pursuant to Section 9(b) (i)(C), then
the Authority shall, and any other Purchaser(s) may, 1im—
mediately 1initiate and diligently pursue litigation in any
court of competent jJurisdiction to compel full and timely
payment by the non-paying Purchaser, to recover amounts
needed to compensate Purchasers whose Percentage Shares
have been 1increased, and to obtain such other relief as
shall be fair and equitable. The same or similar litiga—
tion against any non-paying Purchaser may also be initi—
ated and pursued by the Authority and/or by any paying
Purchaser 1if in response to any non-payment the Authority
takes action pursuant to Sections 9(b)(i)(A) or (B).

(d) Default by the Authority. In the event of
any default by the Authority under any covenant, agreement
or obligation under this Agreement with respect to a Pur—
chaser, that Purchaser may, upon thirty (30) days written
notice to the Authority, bring any suit, action or pro-—
ceeding, at law or in equity, 1including mandamus, 1injunc—
tion and action for specific performance, as may be neces—
sary or appropriate to enforce any covenant, agreement or
obligation of this Agreement against the Authority. No
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payment obligation of a Purchaser under this Agreement 1is
subject to offset, however.

Section 10. Purchasers®™ Systems.

(a) Character of expense. The amounts payable
under this Agreement are operating expenses of each Pur—
chaser®s System, and are valid and binding obligations of
each Purchaser, payable only from the gross revenues of
said Purchaser®s System as a cost of purchased electric
power, and not payable from any taxes.

)] Purchasers®™ race covenants. In order to
afford, permit, and make timely payments as specified 1in
this Agreement, each Purchaser agrees that it will estab—
lish, charge and collect rates, fees, and charges with
respect to that Purchaser®s System 1in accordance with ap-—
plicable law to provide revenues sufficient to meet 1its
obligations under this Agreement and sufficient to pay,
together with any other funds or monies available there—
for, any and all other amounts payable from or which con—
stitute or may constitute a charge and lien upon such rev—
enues 1including, but not limited to, amounts sufficient to
meet obligations to service debt incurred by the Purchaser
to finance the Purchaser®s Systenm.

(©) Operation and maintenance of Purchasers”
Systems. Each Purchaser covenants and agrees that it will
operate and maintain 1its System in good repair, working
order and condition, and in accordance with Prudent Utili—
ty Practice.

(D Limitation on certain contracts Each Pur—
chaser covenants and agrees not to enter voluntarily 1into
any contract or agreement to take or to take or pay for
power, other than this Agreement, payable from the rev—
enues of the Purchaser®s System on a parity with or super—
ior to the payment of 1its obligations under this Agree—
ment, except that a Purchaser may enter into such a con-—
tract or agreement of not to exceed two years®™ duration
under which the Purchaser®s payment obligation 1is on a
parity with the payment of 1its obligations under this Ag-—
reement. The Tlimitations of this Section 10(d) shall not
apply to contracts or agreements creating obligations on a
parity with obligations under this Agreement 1if a written
opinion from a Consultant 1is rendered that (i) the con-—
tract or agreement is reasonably expected to contribute to
the conduct of the business of the Purchaser®s System in
an efficient and economical manner consistent with Prudent
Utility Practice, and (ii) the contract or agreement will
not impair the ability of the Purchaser to raise revenues
sufficient to meet 1its obligations under this Agreement.
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Section 11. Bond Resolution.

(a) Amendment or supplementation of Bond Reso—
lution. Except as provided 1in Section 12, the Authority
will not amend or supplement the Bond Resolution 1in any
manner, or adopt a new Bond Resolution 1in connection v/ith
the refunding of the Bonds, which would materially ad-—
versely affect the ability of a Purchaser to fulfill the
terms of this Agreement or 1impose any increased burden or
obligation, financial or otherwise, on a Purchaser, with-—
out the consent of the Purchaser, unless:

(1) the Committee has approved the Auth-—
ority"s proposed action by a resolution adopted by
the affirmative vote of members whose Percentage
Shares equal or exceed eighty percent (80%) of Pro-—
ject Capacity and of Annual Project Costs; or

(ii) the Committee by majority vote of the
Purchasers requests that Required Project Work be
paid for out of the proceeds of Bonds, and such Work
is projected to cost in excess of the amount of money
then available in the Renewal and Contingency Reserve
Fund established pursuant to the Bond Resolution,
plus available insurance proceeds, in which event, if
such Bonds can then be legally 1issued and can be
sold, the Authority shall 1issue such Bonds, payable
from the Revenues of the Project (as defined 1in the
Bond Resolution) , to pay the portion of such costs
which exceed 1insurance proceeds, if any, and to re—
store said Reserve Fund to itsrequired level.

() Insurance. The Authority will maintain
physical loss insurance to the extent required by the Bond
Resolution, and the Authority will consult with the Com—
mittee as provided 1in Sections 12 and 13 with respect to
the disposition of proceeds of said insurance received as
a consequence of physical destruction or impairment of the
Project, including but not Ilimited to disposition for the
purpose of redemption of Bonds, replacement of the Pro-—
ject, or replacement of power. TheCommittee shalladvise
the Authority from time to time as to the appropriate ex—
tent of insurance coverage.

©) Information. The Authority shall provide
each Purchaser a copy of any report, certificate, letter,
or other communication which the Authority 1is required to
furnish to the Trustee under the Bond Resolution or that
the Trustee furnishes to the Authority.

Section 12. Purchasers® Consent To Supplemental Bond
Resolutions To Construct The Project. The Purchasers hereby
consent to the adoption by the Authority of supplemental Bond
Resolutions pursuant to Section 11(a), as necessary to comply
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with the Authority"s obligation to finance and construct the
Project pursuant to Section 6(b) and the Authority"s obligation

under Section 6{d) to use its best efforts to complete the Pro—
ject expeditiously and in accordance with sound engineering

practices and with the provisions of the Bond Resolution. The
Authority shall consult with the Purchasers regarding the pro-—
visions to be included in such supplemental Bond Resolutions,

and shall wuse 1its reasonable best efforts to comply with the
requests of the Purchasers with respect thereto. Unless other —
wise approved in accordance with Section 11(a)(i), such supple—
mental Bond Resolutions shall:

(€)) provide that the total amounts required for
the payment of Debt Service when due shall be, on an an-—
nual basis, as nearly equal as practicable;

(b) provide that the final maturity of Bonds
issued pursuant to such supplemental Bond Resolutions
shall not be earlier than twenty-five (25) years from the
date when the first of such Bonds 1is 1issued;

(©) be substantially in the form attached here—
to as Exhibit E, except to the extent that the Authority
finds that modifications are necessary to sell the Bonds
on a tax-exempt basis; and

(d) be adopted no earlier than January 1, 1989.
Section 13. Establishment Of The Committee.

(@) Formation and composition of the Commit

The parties agree that a Project Management Committee

("Committee™) shall be established on January 15, 1988, or
on such earlier date as may be agreed to by the parties.

The Committee shall consist of the Authority and the Pur—
chasers (including as Purchasers for this purpose both
Homer Electric Association, 1Inc., and Matanuska Electric

Association, 1Inc., for themselves and for AEG&T as a Pur—
chaser represented by and through those utilities). No
Committee member shall obtain an additional vote through
merger wit"., acquisition of, or assignment from any other
Committee member, and AEG&T shall have no direct vote, but
shall be represented by and through Homer Electric Associ—

ation, Inc., and Matanuska Electric Association, Inc.,
each of which shall be entitled to vote as a Purchaser
member for purposes of Committee procedure. Each Commit—

tee member entitled to vote shall name one representative
to serve on the Committee and one designated alternate for
that representative. Each such member shall notify all
other members in writing of the names, addresses, and tel—
ephone numbers of 1its representative and designated al—
ternate. After it is established, the Committee shall
meet not less than once each quarter. Costs of the Com—
mittee (other than costs incurred by the Authority) which
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are incurred prior to the Date of Commercia
snail be borne by the Purchasers in accordan
Percentage Shares of each.

I Operation
ce with the

(b) Adoption of rules of procedure. The Com—
mittee shall adopt, by the affirmative vote of a majority

of the Purchasers and the affirmative vote of
ty, procedural rules governing the conduct of

the Authori —
the Commit—

tee"s affairs. Such rules shall address, among other mat —
ters, procedures for the periodic selection of Committee
officers, the conduct of Committee meetings, dispute res—

olution, the approval (including possible pre-
Con ultcints, and modification of the Committee

approval) of
s procedur —

al rules, and, to the extent not otherwise specified 1In

this Agreement, such rules shall also specify
able voting requirements for approval of ma
decided by the Committee. Committee approva

the applic—
tters to be
I of opera-—

tions and maintenance arrangements for the Project, the

sufficiency of the annual budget and whol

esale power

rates, and the undertaking of Optional Project Work shall

require the affirmative vote of a majority of
ers and the affirmative vote of the Authority.

(c) Committee responsibilities: app
Authority.

(i) As the legal owner and lic

the Purchas —

roval by the

ensee of the

Project, the 1issuer of Project debt, and the agency

charged by statute with various duties
affected by the Project, the Authority
non-delegable rights, duties, and resp

affecting or
has certain
onsibilities

with respect to the Project. Subject to such non-—
delegable rights, duties, and responsibilities, the

Committee shall be responsible for the
operation, maintenance, and improvement

management,
of the Pro-—

ject, in recognition that as take-or-pay purchasers

of Project Capacity after the Date cf Co

mmercial Op—

eration, the Purchasers have substantial 1long-ternm

financial interests in, and service and
sponsibilities affected by, the Project.

(in) The Committee shall take
ing actions, subject to the provisions
Resolution, federal and state law, the
of licensing and regulatory agencies, an
of the Authority and the Purchasers unde
visions of this Agreement:

planning re—

the follow—
of the Bond
requirements
d the rights
r other pro-—

(A) Arrange for the operation and

maintenance of the Project, and the
production, and dispatch of Project

(B) Establish procedures
of each Purchaser®s Water Allocation
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consistent with the needs and desires of other
Purchasers and the capabilities of the Project;

© Adopt in each Fiscal Year (and
revise as necessary or prudent during such Fisc—
al Year) a budget of Annual Project Costs for
that Fiscal Year, which budget shall be 1in an
amount estimated by the Committee to be suffic-—
ient to pay all Annual Project Costs;

L) Establish for each Fiscal Year
the estimated Annual Payment Obligation of each
Purchaser, together with a schedule for each
Purchaser ofequal monthly payments that such
Purchaser shall be required to make during that
Fiscal Year, which payment schedule shall be (I)
designed to recover such estimated Annual Pay-—
ment Obligation from that Purchaser during the
Fiscal Year, and (Il) revised during such Year
to reflect any revisions to the budget of Annual
Project Costs for that Fiscal Year;

® Determine after the conclusion of
each Fiscal Year the actual Annual Project Costs
for that Fiscal Year, the actual Annual Payment
Obligation of each Purchaser for that Fiscal
Year, and the amount of any additional payment
required from (or the amount of any refund to be
returned to) each Purchaser to ensure that the
total of all payments received from each Pur—
chaser for each Fiscal Year 1is equal to that
Purchaser®s actual Annual Payment Obligation for
that Fiscal Year;

@) Evaluate and select among altern—
ative methods (if any) of carrying out and fund-—
ing (including through issuance of bonds) Re-—
quired Project Work;

©) Adopt provisions to evaluate and
approve Optional Project Work, and to determine
the compensation (if any) to be provided in ac—
cordance with Section 4(d) of this Agreement if
the Committee approves any such Optional Project
Work;

H Adopt procedures consistent with
Section 13(f) for the resolution of disputes
that may arise between or among the Purchasers
and the Authority concerning the 1interpretation
of this Agreement, the obligations <created by
this Agreement, or the performance of such ob-—
ligations ;
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) Make an initial determination of
"customary" insurance within the meaning of
Section 714 of the Bond Resolution and determine
the appropriate amount of, and obtain, 1insurance
for or related to the Project, in addition to
such 1insurance as may be required by the Bond
Resolution;

@) Adopt maintenance schedules for
the Project that do not 1interfere unreasonably
with the operations of the Purchasers;

« Adopt and implement procedures
relating to electric power reserves for the Pro-—
ject in accordance with Section 5; and

(L) Consider the need for and approve
any additional amount to be added to the Renewal
and Contingency Reserve Fund over and above the
Renewal and Contingency Reserve Requirement pro—
vided under the Bond Resolution.

(iii) If and when no Bonds are outstanding
under the Bond Resolution, and the Bond Resolution is
therefore no longer effective, the Committee shall
provide for the establishment of such accounts and
the taking of such actions as may be necessary to
manage the Project.

(d) Payment obligation unimpaired. Notwith —
standing any Committee action or 1inaction under this Ag-—
reement, each Purchaser®s obligation to make the monthly
payments necessary to pay its Purchaser®s Percentage Share
of Debt Service, costs of operation and maintenance, and
all other amounts to be paid by Purchasers under this Ag—
reement shall be absolute and unimpaired.

(e) The Authority®"s ability to take Required
Action. In the event the Committee fails to take any of
the actions set forth 1in Section 13 (c) (ii) (C)-(E) in a
timely fashion, or fails to take any other action which
the Authority believes to be a Required Action, and as a
result the Authority determines that it will be unable to
meet any of its obligations imposed by statute, by the
Bond Resolution, by this Agreement, or by any licensing or
regulatory agency, then the Authority may (i) adopt a bud-—
get of Annual Project Costs, (ii) estimate the Annual Pay-—
ment Obligation of each Purchaser, (iii) require each Pur—
chaser to make payments on the basis of such estimated
Annual Payment Obligation, ana (iv) take such other action
as the Authority deems necessary to meet such obligations.
Failure of the Committee to adopt an Annual Project Budget
by the ninetieth (90th) day prior to the beginning of a
Fiscal Year shall permit the Authority to adopt an Annual
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Project Budget pursuant to this subsection. All actions
and determinations under this Section 13(e) shall be taken
and made 1in accordance with Prudent Utility Practice.

(f) Purchasers®™ duties and rights of revi

Each Purchaser shall make payment as required by the Auth—

ority as a result of any action taken by the Authority

under Section 13(e), but such payment shall not constitute

a waiver of any Purchaser®s rights under this Agreement.

Any Purchaser may seek review of such action in accordance

with the dispute resolution procedures adopted by the Com—
mittee, or may seek to enforce this Agreement judicially

in accordance with Section 9(d) 1if no applicable dispute
resolution procedures have been adopted.

Section 14. End Of Project

(@) Authorityls declaration. The Authority
shall declare the Project ended, and the Authority"s ob-—
ligations to make power available to the Purchasers and to
operate and maintain (or to assure the operation and main—
tenance of) the Project shall also end, 1if and when (i)
such a declaration is required under Section 14(b), or
(ii) the Project can no longer be operated 1in accordance
with Prudent Utility Practice.

(b) Consultant®s report. The Authority shall
make the declaration described in Section 14(a) if all of
the following conditions are met:

(i) "*.he Project cannot be operated at full
capacity in a manner consistent with Prudent Utility
Practice absent repairs, modifications, or additions
("Repairs") to the Project;

(i) a Consultant retained by the Commit—
tee concludes that such Repairs are not cost-
effective in comparison with other power supply alt-—
ernatives then available to the Purchasers; and

(iii) Committee members who are Purchasers
and whose Percentage Shares total eighty percent
(80%) vote that such Repairs should not be undertak-—
en.

©) Consequences of Authority®s declaration.
After the Authority has declared the Project ended, each
Purchaser shall complete 1its payment obligation for Pro-—
ject Capacity and associated energy delivered to such Pur—
chaser before the Project ended, and shall do so by paying
its Percentage Share of Annual Project Costs wuntil all
Bonds have been paid or provision has been made for the
payment of the Bonds 1in accordance with the Bond Resolu-—
tion; provided, that from the date on which the Authority
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declares the Project ended, Annual Project Costs shall no
longer include (except with Committee approval) costs oth—
er than those set forth in Sections 8(a) (i), 8(a)(iij,

8(a)(iii), 8(a)(vii)(C), and 8 (a)(vii)(D).

Section 15. Records. In addition to meter records,
the parties shall keep log sheets and other records as may be
needed for the purposes of this Agreement. In keeping books of

account, each Purchaser will, to the wextent that different
rules are not prescribed by this Agreement or by federal and
state Jlaws or agencies, follow the system of accounts pre—
scribed for public utilities and licensees by the Federal Ener—
gy Regulatory Commission, except that as long as a Purchaser is
u borrower from REA then it shall follow the system of accounts
prescribed by REA for 1its electric borrowers.

Section 16. Inspection Of Facilities. For purposes
of this Agreement, each party may, but shall not be obligated
to, 1inspect any other party®"s facilities relating to the Pro—
ject at any time upon reasonable notice, but such inspection or
failure to inspect shall not render the inspecting party, its
officers, agents or employees, liable or responsible f % any
injury, lose, damage, or accident resulting from defe®. ..s 1in
such electric installation, or for violation of this Agreement.

Section 17. Covenants To Maintain |Integrity Of Ag-—
reement .

() Retail rate approval. Each Purchaser will
affirmatively and promptly pursue all administrative and
judicial remedies necessary to secure Alaska Public Utili—
ty Commission approval of retail rates required to meet
the terms of this Agreement where Commission approval 1is
required.

() Compliance with law. Each Purchaser will
take all necessary steps to comply with applicable federal
and state laws and regulations, licenses and permits re—
lating to the use and operation of the Purchaser®s Systemn.

©) Sales, mergers, and assignments. No Pur—
chaser shall abandon, sell, mortgage, Jlease or otherwise
dispose of the Purchaser®s System or any assets of that
System (including by sale to or merger with any other
utility), or assign this Agreement or any 1interest there—
under to any assignee or successor 1in interest, unless:

(@) such disposal or assignment
with the terms of any of the Purchaser®s covenants or
agreements with the holders of the Purchaser®s bonds,
notes or other evidences of indebtedness relating to
the abandonment, sale, mortgage, lease or other dis—
position of property of the Purchaser®s System; and
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) such disposal or assignment is:

(A) consented to in writing by a maj-—
ority of the Committee, 1including the Authori—
ty"s representative; or

(B) made to another wutility that is
already a Purchaser under this Agreement and is
able to meet the obligations resulting from the
disposal or assignment; or

(¢) Tlimited to assets that the Pur—
chaser determines to be surplus to the needs of
that Purchaser®s Systen, but the depreciated
value of assets so disposed of or assigned 1in
any given year shall not exceed five percent
(5%) of the depreciated value of the assets of
the Purchaser®s System prior to the disposal or
assignment; or

(D) evaluated by a Consultant and
that Consultant certifies that, taking into ac-—
count the other obligations of the Purchaser or
of the assignee or successor in interest (as the
case may be) , the Purchaser or the assignee or
successor in interest will have (A) substantial —
ly the same or greater ability to produce suf—
ficient revenues to meet its payment obligations
as would the Purchaser absent the transaction,
and (B) the ability to perform all obligations
under this Agreement.

Any assignee of this Agreement must assume in writing all
of the assigning Purchaser®s obligations hereunder, must
pay any amounts due and owing from the assigning Purchaser
hereunder, and (unless the assignee 1is already a Purchas—
er) must provide the Authority and the Purchasers with an
opinion of counsel that this Agreement is enforceable
against the assignee.

(@ Status of Bonds. The parties will not take
any action, including entry into power sales agreements,
which would cause the 1interest on any Bond which is orig—
inally issued on a tax-exempt basis to become taxable un-—
der the Internal Revenue Code of 1986, as the same may be
amended from time to time.

(e) Licenses and permits. The parties will
take all necessary steps within their control to comply
with applicable federal and state laws and regulations,
and to obtain and thereafter comply with all applicable
licenses and permits relating to the use and operation of
the Project, including without Jlimitation,”® the Federal
Energy Regulatory Commission Jlicense applicable to the

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 25



Project. The Authority will take all necessary steps to
cause the Federal Energy Regulatory Commission license to
be renewed, if necessary, so that it is in effect during
the term of this Agreement or any renewal hereof.

Section 18. Assignment.

(@) Assignment generally. This Agreement shall
inure to the benefit of, and shall be binding upon the
respective successors and assigns of the parties to this
Agreement; provided, that this Agreement or any 1interest
herein may be transferred or assigned by a Purchaser only
in accordance with the provisions of Section 17 (c).

((»)) Specific rights and transactions. Notwith—
standing Sections 17(c) and 18(a):

(1) A Cooperative Purchaser shall have the
right to assign 1its assets, 1including 1its rights un—
der this Agreement for security purposes to REA, or
to a lender or guarantor 1in connection with loans to
such Cooperative Purchaser where the proceeds of such
loans are used to refinance obligations of such Coop—
erative Purchaser to REA or the Federal Financing
Bank under Section 311 of the Rural Electrification
Act or otherwise; provided, however, that (A) neither
REA nor any secured lender or guarantor exercising
any rights, powers or privileges with respect to this
Agreement under any mortgage, deed of trust or other
security agreement shall be entitled to exercise the
rights of the Cooperative Purchaser under this Agree—
ment unless the obligations of such Cooperative
Purchaser hereunder shall have been performed, (B) no
such assignment shall in any way relieve such Cooper —
ative Purchaser of any obligations hereunder, and (C)
no assignment shall be permitted hereunder if such
assignment would adversely affect the tax exemption
of interest on any Bonds Outstanding under the Bond
Resolution that originally were issued on a tax-
exempt basis.

@) A Purchaser®s agreement to resell pow-—
er from the Project shall not be deemed a transfer or
assignment of this Agreement, but neither shall any
such resale of Project power relieve che Purchaser of
any payment obligation under this Agreement.

Section 19. Notices, Computation Of Time And Holi-—
days . Any notice required by this Agreement to be given to any
party shall be effective when it is received by such party, and
in computing any period of time from such notice, such period
shall commence at 12:01 p.m. prevailing time at the place of
receipt on the date of receipt of such notice. Whenever this
Agreement calls for notice to or notification by any party the
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same (unless otherwise specifically provided) shall be in writ-—
ing directed to the Authority"s executive director or a Pur—
chaser®s general manager. If the date for making any payment
or performing any act is a day on which banking institutions
are closed in the place where payment 1is to be made or a legal
holiday, payment may be made or the act performed on the next
succeeding day which is neither a legal holiday nor a day when
banking institutions are closed in such place.

Section 20. Applicable Law. The 1laws of the State
of Alaska (including without Ilimitation the equal opportunity
laws set forth in AS 18.80.220, as the same may be amended from
time to time) shall govern the interpretation and application
of this Agreement and the actions of the parties hereunder.

Section 21. Availability Of Information. The par—
ties shall make available to each other, for inspection and
copying during business hours, all books, records, plans and
other information relating to any calculation or determination
to be made pursuant to this Agreement.

Section 22. Severability.

@) Severability generally. If any section,
paragraph, clause or provision of this Agreement or any
agreement referred to in this Agreement shall be finally
adjudicated by a court of competent jJurisdiction to be
invalid or unenforceable, the remainder of this Agreement
shall be wunaffected by such adjudication and all the re—
maining provisions of this Agreement shall remain in full
force and effect as if such section, paragraph, clause or
provision or any part thereof so adjudicated to be invalid
had not been included herein.

(b) Correction and substitution. If any sec—
tion, paragraphj clause or provision of this Agreement or
any agreement referred to in this Agreement shall be Ffi—
nally adjudi< ated by a court of competent jurisdiction to
be 1invalid or unenforceable, then and 1in such event the
parties agree that they shall exercise their best efforts
to correct such invalidation and substitute appropriate
agreements and contractual arrangements to achieve the
intent of this Agreement.

(©) References to REA. From a:"d after the time
any Cooperative Purchaser 1is no Jlonger 1indebted to REA
under any mortgage or other security agreement with REA,
all references to REA and required approvals of the Admin-—
istrator of REA provided for in this Agreement shall be of
no further force and effect with respect to that Coopera—
tive Purchaser.

Section 23. Remedies Cumulative. No remedy confer—
red upon or reserved to the parties hereto 1is intended to be



exclusive of any other remedy or remedies available hereunder
or now or hereafter existing at law, 1in equity, by statute or
otherwise, but each and every such remedy shall be cumulative
and shall be in addition to every other such remedy.

Section 24. Waiver Not Continuing. Any waiver at
any time by either party to this Agreement of 1its rights with
respect to any default of the other party hereto, or with re—
spect to any other matter arising 1in connection with this Ag-—
reement, shall not be considered a waiver with respect to any
subsequent default, right or matter.

Section 25. Section Headings. The section headings
in this Agreement are for convenience only, and do not purport
to, and shall not be deemed to, define, limit or extend the
scope or intent of the section to which they pertain.

Section 26. Multiple Copies. This Agreement shall
be executed in several counterparts, each of which shall be an
original, but all of which shall constitute one and the same
instrument.

Section 27. Covenant To Act In Good Faith. In order
to permit this Agreement, throughout its term, to be fully ef—
fective in accordance with the original intent of the parties,
each party agrees that it shall at all times act in good faith
in performing its obligations and in exercising its rights
under this Agreement.

Section 28. No Third Party Beneficiaries. Notwith—
standing that the operation of this Agreement may and is 1in—
tended to confer benefits on third parties who are not signa-—
tories to this Agreement,this Agreement shall be enforceable
only in accordance with 1its provisions expressly governing en—
forcement. In promising performance to one another under this
Agreement, the parties 1intend to create binding legal obliga—
tions to and rights of enforcement in (&) one another, and (b)
such assignees or successors 1in interest of the parties as may
enjoy a right to enforce this Agreement by virture of provis—
ions of this Agreement that expressly create such a right in
such assignees or successors in interest. By entering into
this Agreement, the parties expressly do not 1intend to create
any obligation or promise any performance to any other third
party, nor have the parties created for any other third party
any right to enforce this Agreement.

Section 29. Excess Payments.
(a) Payments in Recognition of Efforts to
tain Intertie. In recognition of the Railbelt Energy

Council®s commitment to continue efforts to obtain a sat—
isfactory transmission 1intertie between Fairbanks and the
Kenai Peninsula, and the Railbelt Energy Council®s recog—
nition of the importance of such an intertie* to the well-
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being of the Railbelt region and the Purchasers®™ ratepay—
ers, and in anticipation of legislative funding of such an
intertie, the Purchasers agree to make the payments de—
scribed below 1in excess of actual debt service required
for retirement of Bonds 1issued to pay Recoverable Con-—
struction Costs. The Purchasers®™ obligations to make pay—
ment under this Section29 are not contingent upon the
success of such continued efforts to obtain a satisfactory
transmission intertie between Fairbanks and the Kenai Pen—
insula.

(bj Calculation of Excess Payment Amount. Sub-—
ject to the limitations set forth in Sections 29(e) and
29(f), upon the retirement of all Bonds 1issued to pay Re—
coverable Construction Costs (and of all Bonds 1issued to
refund such Bonds) and the consequent reduction of Debt
Service includable in Annual Project Costs, there shall be
added to and 1included in Annual Project Costs an amount
(the "Excess Payment Amount™) calculated as follows:

(i) The average annual Debt Service on
such retired Bonds, less

(ii) any debt service included in Annual
Project Costs that 1is associated with bonds or other
debt issued to fund Required Project Work.

In no event shall the Excess Payment Amount be negative.

©) Payment of Excess Payment Amount. Each
Purchaser shall pay its Percentage Share of the Excess
Payment Amount as part of that Purchaser®s Annual Payment
Obligation so long as that Purchaser continues to purchase
Project power under this Agreement or any renewal thereof.

(@ Disposition of Payments. All Excess Pay-—
ment Amounts received from Purchasers, and all additional
charges paid pursuant to Section 29(b), shall be paid to
the Authority for deposit into the Railbelt Energy Fund.

(e) Limitation. Notwithstanding any other pro—
vision of this Section 29, no Purchaser®s Annual Payment
Obligation shall 1include a charge with respect to any Ex—
cess Payment Amount 1in excess of four cents ($0.04) per
kilowatthour of Project power delivered to such Purchaser.

™ Duration. The provisions of this Section
29 shall not serve to extend the term of this Agreement or
any renewal thereof, and shall cease to be effective upon
the expiration or termination of this Agreement (as the
same may be extended through any renewal thereof).
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Section 30. Special Arrangements Regarding AEG&T.

(@) Contracts acknowledged. The parties recog—

nize that Homer Electric Association, Inc. ("HEA™) and
Matanuska Electric Association, 1Inc. ("MEA"), have previ—
ously entered into contracts with the Alaska Electric Gen—
eration & Transmission Cooperative, Inc. ("AEG&T™), and

that under such contracts AEG&T 1is to sell and HEA and MEA
are to buy electric power in amounts necessary to meet the
full requirements of HEA and MEA, such power to be gen-—
erated by AEG&T or to be purchased by AEG&T from other
suppliers. Under this Agreement, therefore, AEG&T 1is a
Purchaser on behalf of HEA and MEA, and AEG&T"s payment
obligations are secured by HEA®s and MEA"s respective ob—
ligations to provide at all times the monies necessary for
the performance of AEG&T"s payment obligations, as more
fully described in Section 30(b).

) Treatment of HEA and MEA asPurchasers for
certain purposes. HEA and MEA shall have all the rights
and obligations of individual Purchasers and/or Coopera—
tive Purchasers with respect to Sections 2(a), 4(d), 6(e),
8 (@ (vii) (), 10, 13(c), 13(d), 15, 17, 18, 31, and 32,
unless the context otherwise requires. IfT AEG&T at any
time fails to meet 1its payment obligations under thisAg—
reement, then to the extent of such failure by AEG&T and
for so long as such failure continues, HEA and MEA shall
each be obligated to meet directly its respective share of
AEG&T"s payment obligations in the same manner as if HEA
and MEA were individual Purchasers obligated to make pay-—
ment in accordance with Section 7 and Section 9. All
rights and remedies available to the Authority and/or to
the other Purchasers against AEG&T shall also be available
to the Authority and the other Purchasers against HEA and
MEA to the extent of the respective individual share of
HEA and/or MEA, as applicable. For purposes of this Sec—
tion 30(b), HEA"s share shall be a Percentage Share of
Project Capacity equal to 12.0 percent, and MEA"s share
shall be a Percentage Share of Project Capacity equal to
13.8 percent.

©) Arrangements among HEA, MEA, and AEG&T. In
accordance with the provisions of Section 30(a) and sub-—
ject to the provisions of Section 30(b), AEG&T as a Pur—
chaser hereunder shall act on behalf of HEA and MEA for
purposes of power deliveries, billing, payment, notifica—
tion, and other communications under this Agreement.
AEG&T shall be, on behalf of HEA and/or MEA, the Purchaser
from the Authority and the re-seller to HEA and/or MEA of
power to be taken by HEA and/or by MEA under this Agree—
ment. Further, AEG&T will receive, on behalf of HEA
and/or MEA, all billings and other communications under
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this Agreement, and AEG&T will be required to pay such
bills for and on behalf of HEA and/or MEA from funds made
available to AEG&T by HEA and/or MEA for this purpose.

Section 31. Capitalization Of Certain Costs Of Pur—
chasers .

(a) Promptly after the Committee 1is formed, and
before the Authority first 1issues Bonds, the Purchaser
members of the Committee shall determine by the affirma-—
tive vote of members whose Percentage Shares equal or ex—
ceed eighty percent (80%) of Project Capacity and of An-—
nual Project Costs:

(i) whether and to what extent the costs
borne by the Purchasers pursuant tothe last sentence
of Section 13(a) should be capitalized through issu—
ance of additional Bonds, with the costs of debt ser—
vice on those additional Bonds to be added to Annual
Project Costs? and

(ii) whether and to what extent the costs
incurred by the 1individual Purchasers 1in conjunction
with this Agreement prior to the Date of Commercial
Operation should be capitalized and reimbursed
through 1issuance of additional Bonds, and whether and
to what extent the costs of debt service on those
additional Bonds should be added to Annual Project
Costs and allocated among Purchasers either in ac-—
cordance with their respective Percentage Shares or
in some other manner.

(b) IT the Purchasers provide the Authority
with a written determination that additional Bonds should
be 1issued for either or both of the foregoing purposes,
then notwithstanding any other provision of this Agree—
ment, the Authority shall issue additional Bonds 1in the
requisite principal amount, allocate the proceeds of such
additional Bonds among the appropriate Purchasers 1in ac-—
cordance with such written determination, and include the
costs of debt service on such additional Bonds 1in Annual
Project Costs? provided, that the Authority shall not be
obligated to 1issue such additional Bonds unless the Auth-—
ority is reasonably able to do so in conjunction with the
issuance of other Bonds? and provided further, that the
allocation among Purchasers of the costs of debt service
on additional Bonds issued for the purpose set forth in
Section 31(a)(ii) shall be made 1in the manner specified 1in
such written determination.

Section 32. Efforts To Obtain Intertie. The Pur—

chasers recognize the 1importance of the completion of a satis—
factory high-capacity Fairbanks to Kenai Peninsula transmission
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intertie, and of full $218 million funding for the Project, and
agree to continue all reasonable efforts to obtain sufficient
state funding for such transmission intertie and Bradley Lake.

IN WITNESS WHEREOF, the parties have caused this Ag-—
reement to be executed the day and year first above written.

THE ALASKA POWER AUTHORITY

By

As

ALASKA ELECTRIC GENERATION & TRANSMISSION COOPERATIVE, [INC.

By

As

CHUGACH ELECTRIC ASSOCIATION, INC.

By

As

HOMER ELECTRIC ASSOCIATION, INC.

By

As
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GOLDEN VALLEY ELECTRIC ASSOCIATION, INC.

By

As

MATANUSKA ELECTRIC ASSOCIATION, INC.

By

As

By

As

THE MUNICIPALITY OF ANCHORAGE d/b/a MUNICIPAL LIGHT AND POWER

By

As

THE CITY OF SEWARD d/b/a SEWARD ELECTRIC SYSTEM

BY

As
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Senator Jofjn JB. Gfack) Cogfjill
Slafifea g>tate legislature

box v
Jui..au. Alaska OOft 11
(907) 405-4707

box 55026
.m\orth Pole. Alaska 00705
(007) 466 0602

M EMORANDUM

To: Representative Sam Cotton, Co-Chair House Resources
Representative Adelheid Herrmann, Co-Chair House Resources

From: Senator John B. Coghi
Re: SB 206
Date: April 27, 1988

This version of SB 206 allows the Alaska Power Authority to
function more efficiently and effectively without a continual
drain of the general fund.

While this committee substitute does not do nearly half as much
as my original version, it is a concise bill which achieves two
important purposes: assists rural energy consumers and gives
needed bonding authority to the APA.

Sect. 1 Allows statutory recognition of the project management
committees who used to operate and manage APA projects. Would
decrease bond buyers®™ concerns.

Sect. 2 Amends the existing statute by adding school districts,
regional education attendance areas and business enterprises to
entities that qualify for loans from the power project fund.

Also allows the 1loan fund to be used for consumer end-use
conservation improvements and for acquisitions of bulk fuel other
energy resources.

Sect. 3 Defines "business enterprise”™ as defined by the Alaska
Industrial Development Authority.

Sect. 4 Allows APA to issue bonds for any programs, activities
or projects allowed by the power project fund as enumerated 1in
the statutes. Allows APA to pledge the principal and interest
repayments and other earnings as collateral for the bonds.

Sect. 5 Allows Rural Electrification Revolving Loan Fund to be
funded from the power project fund. Loan criteria are modified



to allocate half of the funds available to extend service along
state highways.

eSect. 6 Changes loans evaluation criteria from economic to
financial feasibility.

Sect. 7 Effective date clause



Alaska Power Authority

TO: Bepresentative Sam Cotten, Co-Chair

L «

Arcl e
-ur<alr

FROM:  Rob,

DATE: April 27, 1988

RE: HCS CSSB 206
Section Analysis

SEC. 1: Provides legislative recognition and statutory authority to
the creation, under contract, of a project management committee.
Project management committees, under current contracts with the
Alaska Power Authority, operate and manage APA power projects. The
powers of a project management, with respect to the power project,
are to be determined by the contract and may include the
responsibility for the management, operation and maintenance of the
project. Allows the committee, as provided for in the contract, to
have a separate legal existence and other powers necessary for its

purposes.

SEC. 2: Adds school districts, regional educational attendance
areas and business enterprises to entities that qualify for loans
from the Power Project Fund. Additionally expands purpose of loans
to include acquisition of bulk fuel or proven reserves of gas, oil,
coal, geo"”ermal or other energy resources and end-use improvements

to reduce energy demand.

SEC. 3: Provides for the definition of "business enterprise" as
having the same meaning as defined under AS 44.88.220" "Business
enterprise means a single proprietorship, cooperative, corporation,
firm, partnership, or other association of persons organized in any

manner, Tfor any credit worthy purpose.”

SEC. 4: Allows the APA to issue bonds for any of the revenue
producing programs, activities, or projects authorized under the
Power Project Fund as enumerated in the statutes. Allows the APA to
pledge a portion of the principal and interest from loan repayments
to the Power Project Fund and other earnings as security for the
bonds. Enhances the credit worthiness of power project bonds.

SEC. 5: Adds new language to existing statute relating to the types
of loans the APA may make from the Rural Electrification Revolving
Loan Fund (RERLF). Stipulates that RERLF applications for loans to
extend service along state roads or highways shall be given priority
for up to one-half of the funds available for RERLF loans.

SEC. 6: changes RERLF loan evaluation criteria from economic to
financial feasibility.

89/J08/1
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Alaska State Legislature
HOUSE OF REPRESENTATIVES

Committee on Finance
Official Business P.0. Box v
State Capitol

Juneau, Alaska 99811

TO: Representative Sam Cotien
Cl
FROM. Representative Ray Br , 3\

\

SUBJ. HB 483/Bradley Loan Legislation
and HB 238/Integrated Resource Planning

DATE: April 21, 1<188 [ A

As you know. HB 238 was recently reported out of the Resources Committee
in a greatly compromised form which provides for the Railbelt utilities to
prepare integrated resource plans which adequately address both supply-
side and demand-side energy development opportunities.

During the evolution of HB 238 the utilities have argued that while they
support integrated resource planning, they would urge an incentive-based
approach. In the spirit of compromise. | have supported amendments to the
bill which eliminated the enforcement mechanism originally included in the
bill lie API'C pre-project approval) Accordingly, as the bill now stands, the
quality of the planning process will largely depend on ihe good-failh efforts
and self-in'.erest of the utilities involved

As l1have noted to you previously and consistent with the utility position
that integrated resource planning should be incentive-based, | would like to
ask your support to ensure that the utilities have a sufficient incentive to
prepare the integrated resource plans called for under the plan. To
accomplish this. 1would propose to condition the availability of future state
subsidies for the ' ailbelt utilities upon having an approved integrated
resource plan

Specifically. | propose to attach the planning requirements of HB 238 as a
condition of gaining access to state subsidies from the Railbelt energy
account" that would be established by HB 483. Conceptually, the loan for
Bradley would be made as provided for in HB 483. but future borrowing or



financing from the fund would be conditioned by the necessity of having an
approved integrated resource plan.

From a poiicy perspective, this wouid ensure that future stale subsidies (in
the form of low interest loans or public bond financing i would be consistent
with a comprehensive planning effort. Al the same lime, attaching the
planning requirements to HB *183 and making future subsidies contingent
upon an approved plan would ensure that the planning requirements were
taken seriously by the utilities. Again, this approach would be consistent
with the utilities general philosophy of having the planning requirements
based on incentives tie. access to state financing or subsidies).

If you are receptive to this approach, please so indicate to Representative
Adams as soon as possible so that we can schedule HB 238 and 239 for
consideration in Represent, ;ve Pourchol s subcommittee, which is
considering HB 482 and 483.

Thank you.
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AMENDMENT p £ 5?2 J-"P"~A"ENT

Offered in the HOUSE

TO: CSHB 238( )

Page 1, line
Delete

Insert

7:

"reports”

"plans; Jlimiting construction of certain power

providing for an effective date”

Page 6, line
Delete

Insert

Page 6, afte

Insert

18:
"a new section”

"new sections"

r line 22:

the following new material to read:

By Brown

projects; and

"Sec. 46 .83.087. COMPLIANCE WITH INTEGRATED RESOURCE PLAN. The

authority may

not participate 1in the financing, acquiring, or con—

structing of a power project that is intended to provide electricity

to an
project
plan.

* Sec. 4.

systenm,

appurtenances, including a divided or undivided interest

electric utility that 1is subject to AS 42.05.294 unless the

is consistent with the utility"s approved integrated resource

AS 44.83.230(4) 1is amended to read:

4 "power project” or “"project” me”ns

a

plant, works,

or facility, together with related or necessary facilities and

-l-

in or a right
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