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July 9, 2009 
 
Mr. Karl Amylon, City Manager 
City of Ketchikan d/b/a/ Ketchikan Public Utility 
334 Front Street 
Ketchikan, Alaska  99901 
 
RE: Agreement to rebuild BAG2 
 
Dear Mr. Amylon: 
 
AIDEA is in receipt of your letter dated May 26, 2009, proposing an alternative solution to Section 16, 
“Standby Generation” in the Power Sales Agreement between Ketchikan Public Utility (KPU) and 
Alaska Ship and Drydock, Inc. (ASD).  Section 16 requires ASD to identify and secure funding for the 
purchase of 3MW of standby diesel generation capacity.  KPU’s alternate solution is to replace the 
3MW requirement with the rebuild of Bailey Unit #2. AIDEA agrees that this is a viable and practical 
solution. 
 
In order for AIDEA to commit to this alternative solution, we want to see an amendment executed to the 
power sales agreement between ASD and KPU which will acknowledge that the alternative solution will 
satisfy the obligations under Section 16.  After amendment to the PSA is signed, the attached 
cooperative agreement would be executed by KPU, ASD, and AIDEA and provide the means for KPU 
to be reimbursed. 
 
Attached for your consideration is language for an amendment to the Power Sales Agreement that 
would be acceptable to AIDEA, and a draft of the cooperative agreement. 
 
AIDEA is happy to implement this solution, and we are looking forward to working with you to make this 
become a reality. 
 
Thank you and please call me if you have any questions or concerns. 
 
Very truly yours, 
 
 
Althea S. Clapp, C.P.M. 
Purchasing Manager 
Telephone (907) 771-3018 
Facsimile (907) 771-3044 
Email aclapp@aidea.org 
 
cc: Doug Ward, ASD 
     Randy Johnson, ASD 
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Proposed Language for Amendment for Section 16 of the Power Sales Agreement. 
 

Recommendation, to replace Section 16 with the following: 
 

Section 16:    Standby Generation.  On or before January 1, 2010, ASD shall identify 
and secure either new sources of funding or use Shipyard Project funds necessary to 
fund KPU’s expenses, not to exceed $400,097, to rebuild KPU’s Bailey Unit #2.  KPU 
shall continue to own the rebuilt Bailey Unit #2. 

 
All other terms and conditions of the PSA, and Amendment #1 remain unchanged. 

 
 
AIDEA will execute and implement the cooperative agreement after we received a signed copy of the 
amended power sales agreement. 
 
 
 
Note:  Suggested Language modification,  August 12, 2009 to read: 
 

Section 16: Standby Generation On or before January 1, 2010, ASD shall identify and secure either new 
sources of funding or use Shipyard Project funds necessary to fund KPU’s expenses, not to exceed 
$450,000, which includes the contingency, to rebuild KPU’s Bailey Unit #2.  KPU shall continue to own 
the rebuilt Bailey Unit #2. 

 
All other terms and conditions of the PSA, and Amendment #1 remain unchanged. 
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