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MEMORANDUM TO COUNCIL 

To:  Mayor and City Council Members 
From:  William Homka, City Manager 
Date:  February 27, 2024 
Re:  Makushin Geothermal Project Power Purchase Agreement (PPA) 

 
SUMMARY: On August 20, 2020, via Resolution 2020-55, the City Council authorized a power 
purchase agreement (PPA) with Ounalashka Corporation/Chena Power, LLC (OCCP) to 
purchase energy from the renewable resource and discontinue use of diesel fuel for electric 
production. OCCP committed to a Commercial Operation Deadline (project go live date) of May 
31, 2027. The City committed to buying 100 megawatts (MW) of power at $0.16 per kilowatt hour 
(kWh) over a term of 30 years for a value of about ½ billion dollars ($489,000,000). 

The PPA was amended on three occasions for reasons that include: extending the Commercial 
Operation Deadline; extending the project financing due date; and for a mutual commitment to an 
interconnection/integration plan. The following PPA milestones, the deadlines for which having 
been previously extended, have not been achieved: 

A. Project Financing – December 10, 2023 (Amendment 3)  

B. Commercial Operations Deadline – May 31, 2027 (Amendment 3) 

C. Completion of Interconnection / Integration Plan – January 1, 2024 (Amendment 3) 

The PPA may be terminated for failure to achieve any of these milestones. 

On November 2, 2023, OCCP requested the PPA be terminated. Then on November 5, 2023, 
OCCP requested negotiation of a fourth amendment to the existing PPA. OCCP proposed new 
terms, including $0.22 per kWh, a $0.06 increase (37.5%) over the previous $0.16 kWh cost 
agreed to in the PPA. Project costs, including increased financing costs, were cited as reasons 
for the proposed $0.06 kWh increase 

PREVIOUS COUNCIL ACTION:1  

1. Original PPA – August 31, 2020 (authorized by Resolution 2020-55) 

2. Amendment 1 – April 22, 2021 (authorized by Resolution 2021-14): This amendment 
extended the Project Financing deadline from June 10, 2021 to June 10, 2022. 

3. Amendment 2 – July 28, 2021 (authorized by Resolution 2021-55): This amendment 
extended the Commercial Operation Deadline from May 31, 2024 to May 31, 2025. 

4. Amendment 3 – March 11, 2022 (authorized by Resolution 2022-07): This amendment 
further extended the Commercial Operation Deadline to May 31, 2027. The Project 
Financing deadline was extended to December 10, 2023. The Interconnection/Integration 
Plan deadline was extended to January 1, 2024. 

                                                      
1 The PPA and subsequent amendments are the main working documents and are attached along 
with their adoptive resolutions and staff memos to City Council. Other documents can be provided 
upon request. 
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BACKGROUND: The Makushin Volcano was studied in the 1980s in relation to potential 
geothermal heat and electric production. The study included a field test that drilled ST1 and 
numerous reports indicating results, estimating project costs for the necessary improvements, 
integration with the existing system, etc. The resource was determined to be insufficient for 
geothermal production. 

The City learned about new interest in Makushin’s geothermal potential in late 2019. In January, 
2020 the City met with representatives of OCCP in Anchorage. It was a working meeting to 
develop a concept plan that OCCP could use for marketing the project to prospective lenders. 
After that initial meeting, the City and OCCP spent the next 6 months working out project details 
that would need to happen for the Makushin Geothermal Project (MGP) to materialize. One of 
those details was a PPA, which City Council approved by Resolution 2020-55 in August 2020. 
The PPA committed the City to purchase power from OCCP “… for a Fixed Payment of sixteen 
million three hundred thousand dollars per year ($16,300,000.00) … for a period of thirty (30) 
years after the Commercial Operation Date (Term).” Other terms and conditions applied.  

The City invested significant time working with OCCP to continue moving the project forward. 
Three amendments to the original PPA were negotiated and approved by City Council. The City 
adopted the MGP within its state and federal legislative priorities and included OCCP 
representatives in legislative fly-in visits with state and federal elected leaders. The City and 
OCCP have worked together to develop the electric integration/interconnection plan that would 
connect the new electric source to the City’s existing distribution system.  

DISCUSSION: The City has provided commitment and support in order for the Makushin 
Geothermal Project to come to a successful fruition. For many years, the City has needed to 
improve the electric distribution system to address power demand surges that happen when 
cranes are in operation. Aside from the environmental benefits of converting our electric 
production from fossil fuels to green energy, the City’s commitment to a 30-year PPA meant it 
could begin retooling its distribution system based on the anticipated consistent power delivery. 
This is an island-wide issue, however it’s of particular importance to several of our industrial 
customers.  

The City’s 10 Year Capital and Major Maintenance Plan (CMMP) included system improvements 
to address the distribution system’s power surge problems. The improvements included a fly 
wheel and/or a Battery Energy Storage System (BESS). The projects were removed from the 
CMMP because the MGP integration/interconnection plan is expected address this system 
weakness.  

The City and OCCP have been at work for more than four years. OCCP has spent at least $20 
million to support this project, but has been unable to meet milestone deadlines. The most 
concerning failure is that project financing has yet to be secured, despite the Third Amendment 
to the PPA extending the project finance deadline to December 10, 2023. There are several 
reasons for the lack of a financing commitment, but overall it can be summed up by saying lenders 
must not be comfortable with the project or aspects thereof. 

The City has been patient and supportively waiting for the project to advance. But in waiting, the 
City has deferred on investing in electric generation and distribution system needs. We’ve spent 
significantly on maintenance of the gen sets in our powerhouse, but much of our equipment needs 
investment that we’ve put off as we believed the geothermal power solution would be imminent. 
The power surges are ongoing throughout this fishing season and have caused several lengthy 
power outages throughout our community. We now need to program and move quickly to address 
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challenges we expected to be solved with the integration/interconnection plan because there is 
nothing to connect to, nor anything on the horizon.   

Since the PPA was signed, additional development opportunities and demands have arisen, 
including the introduction of Trident Seafoods Company at the end of Captains Bay Road. The 
City has been planning corridor improvements for the extension of electric, water and sewer lines 
throughout the corridor. In 2022 Trident announced plans to build a new processing facility and 
last July made a request to the City for 14MW of power annually. Trident recently announced a 
one-year project delay due to fishing sector market conditions. This delay provided the City only 
modest relief in the urgent need to provide additional power while awaiting the completion of the 
MGP. 

However, in December 2023 OCCP informed the City it must revise its project schedule and delay 
the project completion to a date in 2028. AIDEA did not include OCCP’s $50 million loan request 
on its December agenda. This negates the additional time gained from Trident’s one-year delay. 
Both Trident and OCCP aim to be operational in 2028. But OCCP still lacks project financing 
which can and will cause further delays for the project, making 2028 MGP power production 
questionable.   

A BESS system is included in the integration/interconnection plan. The one-year delay for 
completing the MGP delays the BESS improvement schedule to 2027, three years from now. This 
means there will be seven more processing seasons with power fluctuations and potential 
outages that in turn create stress on our electric system and for our industries, businesses, and 
residents.  

OCCP emailed the City on November 5, 2023 requesting changes to the PPA via a fourth 
amendment. The most important proposed changes include the cost per kWh and subsequent 
issues identified with the project’s customer base and IRS issues. The cost would increase from 
$0.16 to $0.22 per kWh, representing an additional yearly cost of about $6 million, increasing from 
$16.3 million to about $22 million. This change would increase the total City commitment for a 30-
year PPA from $480 million to $660 million. Potential negotiations of a fourth PPA amendment 
will also affect project milestones, maybe concurrently with the AIDEA setback. 

Another OCCP-proposed change to the PPA would reduce the life of the PPA from 30 years to 
26 years, which might address a complicated tax issue recently identified by OCCP.  The total 
PPA cost would instead be $572 million over 26 years. Yet another OCCP-proposed change 
would allow OCCP to sell 20% of power to other customers to help avoid an IRS problem OCCP 
will encounter as a result of OCCP and the City being the only two entities involved in the sale 
and purchase of electric power. While it helps to avoid an OCCP tax problem, it opens the City to 
another problem of establishing sales competition with another entity on the island and would also 
likely require that OCCP obtain authorizations from the Regulatory Commission of Alaska. 

The City is responsible to provide numerous utility services to the community including water, 
wastewater, solid waste, electric production and distribution. Part of this obligation is to provide 
those services at or above our customers’ needs and expectations at a fair and equitable cost. 
OCCP was to be the vehicle to improve our electric service as well as gain stability in power prices 
for the next 30 years and solve the incremental surges we currently experience. However, the 
PPA is not providing that solution for our aging infrastructure. We have been waiting for the MGP 
to materialize instead of actively pursuing our own stability. 

Since November, OCCP has sent many emails about what is needed for the project to progress. 
OCCP requested the PPA’s cancellation and that a new PPA be negotiated. A few days later, 
OCCP changed course and wanted to negotiate a fourth amendment to the existing PPA. OCCP 
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proposed terms that do not consider the total cost to the City. For example, the City needs to keep 
the powerhouse available and staffed in a “warm and ready” condition in the event the MGP goes 
offline. The City’s costs to maintain the powerhouse and required staffing will be significant, yet 
this has not been addressed. Any new agreement or amendment would need to add these costs 
into the project.  

Project delays and the absence of project funding commitments leave the City indefensible 
against accusations that it is not proactively addressing our own power issues and future needs. 
At this point, the MGP, regardless of further PPA amendments, cannot timely cure these power 
issues. While more time can be committed to continuing the PPA and the relationship with OCCP, 
the City must consider some of the challenges the project continues to face. 

OCCP has been working with the DOE for a lengthy amount of time on gaining energy loans. 
Most recently, the Tribal Energy Loan program has been discussed and should be a good fit for 
the MGP. But in a meeting attended by the City with the DOE while in Washington DC confirmed 
that OCCP is having trouble complying with DOE’s requirements for financing. One formidable 
requirement is the resource needs to be tested to confirm the amount of energy that it’s capable 
of delivering. This is expected to be accomplished by drilling into the volcano and running tests, 
similar to the one conducted in the 1980s.   

Testing the resource has been an issue since the beginning of the City’s discussions with OCCP. 
The City desired to test the resource at the beginning, and the City’s now-retired expert consultant, 
Mike Hubbard, expressed this to the City Council on several occasions. Testing is expensive; 
estimates put it in the $25 million range. Without knowing if the resource can produce, any 
investment or loan would potentially be lost without any way to recover it. OCCP has resisted this 
resource testing in the past but now realizes it is necessary because it is proving necessary to 
progress with project financing. 

Had the resource been tested three, even two years ago, the future of the project would be more 
certain. Favorable results would have helped secure project financing, and OCCP wouldn’t be 
seeking another delay. In October 2023 OCCP was awarded $5 million from the Alaska Energy 
Authority, but that’s a small fraction of the original project cost and much less in the revised project 
cost. The 2020 PPA and three amendments expired on December 10, 2023 for a lack of project 
financing. Had testing been conducted at the beginning of the project, then the project costs 
wouldn’t have increased to the point they have now.  

The well tests won’t begin until weather is suitable several months from now. It will take months, 
depending on the time to get a drill to the resource, drill the hole(s), and run the diagnostics. 
OCCP could conduct the well testing and find there is not enough resource. Either way, the City 
presently lacks a reliable solution for its power future.  

Another concern is the road that needs to be constructed to the MGP site to get the large drill rig 
to the volcano to test the well. As it is now, there are no construction documents or cost estimates 
that could be used to solicit grant funding to build the road. Work commenced without any design 
or construction plans. If construction plans were available, the team could apply for grant funding, 
maybe even have done so several years ago, and built the road and bridges required to span 
large and deep caverns near the site. (The City has been advised that some of the bridges consist 
of using old rail road cars for the smaller spans.) 

OCCP has considered flying the rig to the site via helicopter. The cost for a helicopter hasn’t been 
mentioned, however it does not seem feasible to expend significant project funds for a heavy-lift 
helicopter when the road could have been completed by now. This is another indication that the 
project has not followed methodical processes to achieve successful completion.  
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Projects require predevelopment and development budgets, with sources and uses clearly 
identified based on estimates and timelines. Changing timelines, an unproven resource, and a 
road of unknown design standards demonstrate the project is having trouble due to planning and 
implementation. The City owes our community a plan that is achievable. 

The time and years spent avoiding the resource test have put OCCP in this situation. Our reliance 
on the timely success of the MGP project contributed to our own present challenges in providing 
power to the community. 

FINANCIAL IMPLICATIONS:  The Power Purchase Agreement committed OCCP to pay the City 
$2 million pursuant to a payment schedule. OCCP paid $150,000 on September 1, 2021. If the 
City does not extend or renegotiate the PPA, then the financial agreement is terminated and 
OCCP will not owe the City the remaining $1,850,000, nor will the $150,000 be returned to OCCP.  
 
LEGAL:  The City attorney has advised that the City may terminate the PPA without incurring 
further or additional liability due to several unsatisfied conditions precedent, including OCCP’s 
failure to obtain a written commitment for Project Financing by December 10, 2023. 
 
CITY MANAGER’S RECOMMENDATION: I recommend the City not enter into negotiations for 
4th amendment, and allow the Power Purchase Agreement to expire for reasons stated in this 
memo, including the lack of project financing that was to happen by December 10, 2023. 
  
PROPOSED MOTION: None 
 
ATTACHMENTS:  
 

1. Resolution 2020-55 and Power Purchase Agreement 
2. Resolution 2021-14 and PPA Amendment no. 1 
3. Resolution 2021-55 and PPA Amendment no. 2 
4. Resolution 2022-22 and PPA Amendment no. 3 

 



CITY OF UNALASKA
UNALASKA, ALASKA

RESOLUTION 2020-55

A RESOLUTION OF THE UNALASKA CITY COUNCIL APPROVING THE POWER PURCHASE
AGREEMENT WITH OUNALASHKA/CHENA POWER, LLC AND AUTHORIZING THE CITY
MANAGER TO ENTER INTO THE AGREEMENT

WHEREAS, City of Unalaska operates a public utility to provide for and distribute electricity to
customers;

WHEREAS, City Council supports efforts and programs for reliable and cost effective alternative
energy sources, including geothermal; and

WHEREAS, Ounalashka/Chena Power, LLC (OCCP) seeks to construct a geothermal plant and
sell power to the City of Unalaska; and

WHEREAS, OCCP requires a signed Power Purchase Agreement (PPA) with the City of
Unalaska in order to obtain project financing; and

WHEREAS, City representatives have negotiated a PPA with OCCP on behalf of the City of
Unalaska in a manner that is consistent with City Council Directives.

NOW THEREFORE BE IT RESOLVED that the Unalaska City Council approves the PPA, and
authorizes the City Manager to enter into the agreement.

PASSED AND ADOPTED by a duly constituted quorum of the Unalaska City Council on August
25, 2020.

Vincent M. Tutiakoff
Mayor

ATTEST:

Marjie Veeder, CMC
City Clerk
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MEMORANDUM TO COUNCIL 
 

 
To:  Mayor and City Council Members 
From:  Erin Reinders, City Manager 
Date:  August 25, 2020 
Re: Resolution 2020-55: Approving the Power Purchase Agreement with 

Ounalashka/Chena Power, LLC and authorizing the City Manager to enter 
into the agreement 

 

 
SUMMARY: Ounalashka/Chena Power, LLC (OCCP) requires a Power Purchase 
Agreement (PPA) with the City of Unalaska to obtain financing for a geothermal project. 
Negotiations have been underway since early January between the City and OCCP. This 
memo provides some context of the PPA. The PPA before you this evening has been 
developed in accordance with Council Directives and is supported by OCCP. Resolution 
2020-55 approves the PPA and authorizes the City Manager to sign the agreement. 
 
PREVIOUS COUNCIL ACTION: The City continues to support efforts and programs for 
reliable and cost effective alternate energy sources, including geothermal. City Council 
has identified this support as a federal priority. To this end, during the fall lobbying trip to 
Washington DC in 2019, City representatives sat alongside representatives from the Q-
tribe and OC in a meeting with the Department of Energy demonstrating support for a 
geothermal project on our island.  
 
November 26, 2019 

 Work Session, Presentation from OCCP regarding their Geothermal Project 
 
January 30, 2020 

 Special Meeting Work Session, Update from OCCP on their geothermal project 
(standalone meeting) 

 
February 25, 2020 

 Work Session, Report from  OCCP regarding their Makushin geothermal project 
 
March 10, 2020 

 Reports, City Attorney conflict of interest opinion related to  OCCP 
 Executive Session 

 Discussion regarding potential Power Purchase Agreement between City of 
Unalaska and  OCCP 

 Discussion regarding potential Power Sales Agreements between City of 
Unalaska and local seafood processing facilities 
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May 26, 2020 

 Directive to the Manager, “Report back to the City Council by June 16, 2020 for 
possible action committing to a PPA with OCCP at the Council Meeting on June 
23, 2020 a cos/benefit/risk analysis for a potential Power Purchase Agreement 
concept that commits Unalaska for the purchase of 100MkWhr/year, at $0.16/kWh, 
for 30 years taking into account the probability of securing sufficient load sources 
by fall of 2023 within the Unalaska City Limits.” 

 
June 23, 2020 

 Work Session, presentation and discussion of the financial feasibility and potential 
risks and rewards related to OCCP’s proposed Makushin Geothermal Power 
Project 

 Directive to the Manager, “Negotiate and work cooperatively with OCCP LLC to 
develop a Power Purchase Agreement that enables the City Council to act on such 
agreement at the Council Meeting on July 14, 2020. Initial loads to be negotiated 
should be between 80mkwhr and 100mkwhr. Costs and rates to be negotiated 
within the Power Purchase Agreement.” 

 
July 21, 2020 

 Special Meeting Work Session & Executive Session, Discussion of Power 
Purchase Agreement with  OCCP 

 
August 11, 2020 

 Executive Session, Discussion of Power Purchase Agreement with  OCCP 
 Directive to the Manager, “I move to direct staff to accept both the OCCP proposal 

to share in the upside and daily liquidated damages in the amount of $20,000.00 
per day with a cap of $5 million. The heat pump contribution is to remain at $10 
million cost to OCCP. The Annual cost is to be $16,300,000.00. The meter on the 
upside sharing starts at 100,000,000kwh. A minimum of two transmission lines to 
the delivery point of the City is required.” 

 
BACKGROUND: City staff began working with the OCCP team in late 2019 to address 
project planning and development questions and to draft a PPA. City staff team consisted 
of City Manager, Assistant City Manager JR Pearson, Public Utilities Director Dan Winters 
and Deputy Director Steve Tompkins. We enlisted the support of Mike Hubbard, long time 
City Consultant with a strong background in public utilities project and analysis. Our 
attorney was brought on to our City team as well. Both Brooks and Mike have been 
involved with previous Makushin geothermal efforts. We have the right people engaged 
to help positon this project for success and to develop an agreement that is in the best 
interests of the citizens of Unalaska. 
 
On January 15 and 16, 2020, the City team met with OCCP representatives for a working 
meeting in Anchorage. The initial focus of the meeting was to develop a conceptual 
framework that OCCP could take to its potential lenders to determine if financing can be 
obtained.  
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Following this meeting, discussions and work continued. Focus shifted to the PPA, 
understanding the project, identifying challenges, mitigating risks, expanding 
opportunities, identifying what would need to be done should the project move forward, 
and refining displaced costs. OCCP communicated that they planned to proceed with 
their fieldwork and research, which would help reduce the number of uncertainties and 
assumptions. We reached out to processers to garner their interest in the project and 
encourage them to attend the February 25, 2020 Council meeting, where OCCP would 
be presenting on their project. The City team, including Brooks Chandler and Mike 
Hubbard, met with the OCCP team while they were in town that week. Given travel and 
weather challenges, this meeting was not as in-depth as planned. 
 
City staff met and talked with processers throughout March and April. At that time, 
processors were unable to make a long term commitment. Mike Hubbard followed up and 
had a teleconference with processors to ensure they had an understanding of the overall 
concept of the project and potential agreements. The City team held a conference call 
with OCCP on April 24, 2020 and communicated the feedback we were getting from the 
processors. This was not done in person due to COVID related challenges. We all agreed 
that the next step was for OCCP, along with the City, to meet with the processors. 
 
Those meetings were never held, but OCCP provided a detailed document outlining 
several concepts for consideration to the City on May 19, 2020. We responded with some 
initial thoughts and questions in a timely fashion.  
 
On May 26, 2020, City Council issued a directive to provide a report and cost/benefit/risk 
analysis regarding a PPA at a particular commitment level. Our focus then shifted to the 
Council Directive issued on May 26, 2020 to provide. Mike Hubbard prepared the formal 
report and analysis that included both cost risk and benefits. Brooks Chandler provided a 
memo related to non-recourse financing as another component of the risk assessment. 
This material was presented to Council at the June 23, 2020 Council Meeting. At the end 
of that meeting Council issued a directive to negotiate and work cooperatively with OCCP 
to develop a PPA for loads between 80mkwhr and 100mkwhr.  
 
Given the complex nature of this topic and the time required to discuss it, City Council 
participated in a stand-alone Special Meeting and Executive Session on July 21, 2020. 
This date was selected in coordination with OCCP. City Council provided direction to the 
City Team for further negotiations with OCCP.  
 
City Council participated in a follow-up Executive Session on August 11, 2020. The City 
Team provided an update on the continued negotiations. City Council then issued a 
formal directive for the continued negotiation. Since that time, the City team has been 
working in accordance with that direction.  
 
DISCUSSION: OC has united forces with Chena Power to create OCCP. OCCP requires 
a PPA with the City of Unalaska to obtain financing for the Geothermal Project. There is 
much excitement and interest in the potential for a geothermal project and what it might 
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mean for our community. It could result in growth and the expansion of our economic 
base. Indeed, this is a very exciting opportunity, but not an opportunity that can be taken 
lightly.  
 
A PPA is a comprehensive document with a magnitude of impacts. Throughout this 
process, Mike Hubbard has provided Council with detailed analysis and findings. 
Additionally, Brooks Chandler has provided Council with informational memos and 
guidance. Related materials may be found in previous Council Packets or were reviewed 
in executive session. 
 
For the past 7 plus months, your City team representing the City of Unalaska has been 
doing its job in working to reach a tentative agreement to share with Council that we 
believe would be in the best interest of the community and the rate payers. We have made 
every effort to provide relevant, unbiased, and objective information to help you in this 
deliberative process. As always, it is the City Council’s responsibly to evaluate this 
information, weigh the potential risks and benefits, and to ultimately make the decision 
you feel is best for the community as a whole.  
 
The PPA before you this evening has been drafted based on City Council Directives, and 
has been agreed to by OCCP. 
 
ALTERNATIVES: Council has three primary options on how to proceed with the 
Resolution 2020-55 and the PPA. These include: 
 

1. Approve Resolution 2020-55, thereby approving the PPA and authorizing the City 
Manager to sign the agreement. 
 

2. Disapprove Resolution 2020-55, thereby disapproving the PPA. 
 

3. Table the consideration of Resolution 2020-55, thereby not acting on the PPA at 
this time. This would allow for time to engage in negotiations with self-generating 
processors in efforts to obtain written agreements with them prior to entering into 
a PPA with OCCP.  

 
FINANCIAL IMPLICATIONS: Financial implications related to the details of the PPA, 
including commitments by both sides for additional studies and infrastructure 
improvements as well as payments, will vary based on the finalized PPA details.  
 
Primary financial implications of signing a PPA with OCCP at this point relate to the cost 
of purchasing power and the financial benefits with purchasing power from a City 
perspective. Ultimately, these costs are passed along to the rate payers. Mike Hubbard 
has provided the following tables to touch on these implications in 5 different scenarios: 
 

1. The City does not increase its base load of about 40 million kWh. 

2. The City increased sales by 30 Million kWh for a total of 70 Million kWh, and 
everyone pays proportionate share. 
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3. The City increased sales by 30 Million kWh for a total of 70 Million kWh, and all 
new purchasers, self – generators, pay only the Makushin power purchase price 
with the City paying the difference. 

4. The City increases sales by 60 Million kWh for a total of 100 Million kWh, and 
everyone pays proportionate share. 

5. The City increases sales by 85 Million kWh (60 Million kWh from self-generating 
processors and 25 Million kWh from heat) for a total of 125 Million kWh, and 
everyone pays proportionate share. 
 

Cost. One question is about the net cost of purchasing Makushin power from the City’s 
perspective. This is important as Council considers entering into a 30-year agreement to 
purchase this power at a fixed rate. The top half of the table below is the estimated annual 
expenditures and the bottom half is the cumulative expenditures from the initial year.  
 
 

 
 
Savings. The other related question is about the net benefits as compared to providing 
power without Makushin from the City’s perspective. This accounts for financial benefits 
of reduced operating costs, minimal fuel costs, revenues from delivery charges from self-
generating processors, and revenues from self-generating processors. The top half of the 
table below is the estimated annual savings (losses) and the bottom half of the cumulative 
savings (losses) from the initial year. These benefits are based on the oil price 
assumptions presented at the July 21 Council meeting. 
 

Year 1 Year 5 Year 10 Year 15 Year 20 Year 25 Year 30

City Other Total

40 0 40 16,300,000$    16,961,845$    17,827,070$      18,736,430$        19,692,176$     20,696,675$     21,752,413$       

40 30 70

Full Rate* 9,314,286        9,692,483        10,186,897         10,706,531          11,252,672        11,826,671        12,429,950         

Reduced Rate* 11,410,000      11,873,292      12,478,949         13,115,501          13,784,523        14,487,672        15,226,689         

40 60 100 6,520,000        6,784,738        7,130,828           7,494,572             7,876,870          8,278,670          8,700,965            

65 60 125 9,535,500        9,922,680        10,428,836         10,960,811          11,519,923        12,107,555        12,725,162         

40 0 40 16,300,000$    83,146,382$    170,534,064$    262,379,397$      358,909,765$   460,364,152$   566,993,732$     

40 30 70

Full Rate* 9,314,286        47,512,218      97,448,037         149,931,084        205,091,294     263,065,230     323,996,418       

Reduced Rate* 11,410,000      58,202,467      119,373,845      183,665,578        251,236,836     322,254,906     396,895,612       

40 60 100 6,520,000        33,258,553      68,213,626         104,951,759        143,563,906     184,145,661     226,797,493       

65 60 125 9,535,500        48,640,633      99,762,428         153,491,947        209,962,213     269,313,029     331,691,333       

*  Full Rate assumes that costs of Makushin are shared proportionately among all users.  Reduced Rate

    assumes that all sales above the City loads pay for Makushin based on 100 million kWh of sales.

NOTE:  Sales in excess of 100 million kWh/year may result in the need to expand the Facility, and costs would increase from 

that shown.

Total Annual City Expenditure 

Total Cumulative (from Initial Year) City Expenditure 

Sales

(Million kWh)
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Impact to Ratepayers. To provide an indication of how important these costs and 
benefits shown above are, the impacts on customers’ monthly bills are shown below for 
the first ten years of operations. These impacts are based on:  
 

1) The average user for each rate class; 
2) The comparison of Makushin costs with costs associated with continued use of 

diesel; and 
3) The oil price assumptions presented on July 21. 

 
 
 
 

Year 1 Year 5 Year 10 Year 15 Year 20 Year 25 Year 30

City Other Total

40 0 40 (10,467,964)$   (10,254,317)$   (10,270,823)$       (10,517,688)$    (10,732,979)$       (10,909,887)$     (11,040,645)$    

40 30 70

Full Rate* (3,332,250)       (2,834,955)       (2,030,650)           (1,864,950)         (1,646,925)            (1,368,722)          (1,021,472)        

Reduced Rate* (5,427,964)       (5,015,764)       (4,322,702)           (4,273,919)         (4,178,776)            (4,029,723)          (3,818,211)        

40 60 100 (387,964)          222,790            1,625,419            1,969,850          2,375,426             2,850,441           3,404,224          

65 60 125 2,301,536        3,021,494        4,566,885            5,061,361          5,624,635             6,265,393           6,993,372          

40 0 40 (10,467,964)$   (52,325,166)$   (103,143,473)$    (155,249,563)$  (208,497,801)$     (262,710,250)$   (317,672,104)$  

40 30 70

Full Rate* (3,332,250)       (15,941,003)     (27,507,445)         (37,183,071)       (45,876,177)          (53,301,958)        (59,133,348)      

Reduced Rate* (5,427,964)       (26,631,252)     (49,433,253)         (70,917,565)       (92,021,718)          (112,491,635)     (132,032,542)    

40 60 100 (387,964)          (937,337)          4,276,966            13,414,433        24,454,365           37,726,980         53,607,019       

65 60 125 2,301,536        12,781,816      32,415,087          56,707,033        83,674,476           113,687,065       147,160,985     

*     Full Rate assumes that costs of Makushin are shared proportionately among all users.  Reduced Rate

       assumes that all sales above the City loads pay for Makushin based on 100 million kWh of sales.

**  Additional sales by City assumed to be for heating sales with customers fuel switching for heat.  Heating customers are

      assumed to pay the full Makushin rate, and savings shown are for electric customers only and do not include savings 

      or losses to heating customers.

NOTE:  Sales in excess of 100 million kWh/year may result in the need to expand the Facility, and costs would increase from 

that shown.

Total Cumulative (from Initial Year) City Savings 

Sales

(Million kWh)

Total Annual Savings (Loss)
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Additionally, there are known expenses the City is agreeing to contribute in this PPA: 

 Up to $5 million for upgrading the City distribution system, with OCCP committing 
up to $7 million. We are agreeing to initially fund the integration and 
interconnection study, but will be reimbursed from OCCP after the fact. 

 
LEGAL: City Attorney, Brooks Chandler, has been engaged in the PPA development and 
negotiations with OCCP from the beginning.  
 
STAFF RECOMMENDATION: The City team remains supportive of this project and are 
excited about what it might mean for the future of our community. The PPA before you 
this evening has been prepared in accordance with City Council Directives.  
 
 

kWh/month/cust NOTE:  Billing impacts for scenario with Heat sales is based on heating customers paying

Residential 448                full Makushin rate.  Impact to Monthly Bill is for electric bill only and does not reflect

Small General Service 1,634             savings or losses incurred by heating customers.

Large General Service 12,575         

Industrial 152,086       

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Rate Increase (Decrease) from Continued Use of Diesel ($/kWh)

City Only 0.262            0.264            0.265            0.261            0.256            0.251            0.253            0.254            0.255            0.257           

City + 30 million Full Rate 0.083            0.083            0.084            0.077            0.071            0.060            0.060            0.059            0.059            0.051           

City + 30 million Reduced Rat 0.136            0.136            0.137            0.131            0.125            0.115            0.115            0.116            0.116            0.108           

City + 60 million 0.010            0.009            0.009            0.002            (0.006)           (0.021)           (0.022)           (0.023)           (0.024)           (0.041)          

City + 60 million + Heat (0.058)           (0.059)           (0.060)           (0.068)           (0.076)           (0.091)           (0.093)           (0.095)           (0.097)           (0.114)          

Monthly Bill Increase (Decrease)

City Only

Residential 117.11$        117.95$        118.79$        116.82$        114.72$        112.49$        113.11$        113.72$        114.32$        114.91$       

Small General Service 427.58          430.65          433.70          426.51          418.85          410.69          412.96          415.19          417.38          419.53         

Large General Service 3,290.95       3,314.57       3,338.08       3,282.76       3,223.78       3,161.00       3,178.43       3,195.58       3,212.43       3,228.97      

Industrial 39,800.85     40,086.49     40,370.80     39,701.85     38,988.53     38,229.27     38,440.04     38,647.40     38,851.20     39,051.29    

City + 30 million kWh @ Full Rate

Residential 37.28$          37.34$          37.39$          34.62$          31.72$          26.99$          26.79$          26.57$          26.33$          22.72$         

Small General Service 136.11          136.33          136.50          126.40          115.80          98.54            97.81            97.01            96.14            82.94           

Large General Service 1,047.60       1,049.26       1,050.59       972.87          891.26          758.47          752.82          746.65          739.95          638.40         

Industrial 12,669.74     12,689.77     12,705.82     11,765.92     10,778.94     9,172.98       9,104.58       9,029.99       8,949.03       7,720.85      

City + 30 million kWh @ Reduced Rate

Residential 60.73$          61.02$          61.30$          58.78$          56.12$          51.63$          51.68$          51.71$          51.72$          48.36$         

Small General Service 221.71          222.78          223.82          214.60          204.88          188.51          188.68          188.79          188.83          176.57         

Large General Service 1,706.46       1,714.70       1,722.69       1,651.69       1,576.87       1,450.94       1,452.21       1,453.03       1,453.40       1,358.98      

Industrial 20,637.97     20,737.69     20,834.22     19,975.61     19,070.72     17,547.67     17,563.02     17,573.02     17,577.49     16,435.59    

City + 60 million kWh

Residential 4.34$            4.09$            3.82$            0.73$            (2.49)$           (9.22)$           (9.75)$           (10.30)$         (10.88)$         (18.18)$        

Small General Service 15.85            14.92            13.94            2.68              (9.10)             (33.67)           (35.60)           (37.61)           (39.71)           (66.39)          

Large General Service 121.97          114.84          107.30          20.62            (70.04)           (259.13)         (274.02)         (289.51)         (305.62)         (511.00)        

Industrial 1,475.10       1,388.89       1,297.64       249.36          (847.08)         (3,133.93)      (3,313.99)      (3,501.36)      (3,696.23)      (6,180.10)     

City + 60 million kWh + Heat

Residential (25.75)$         (26.30)$         (26.88)$         (30.27)$         (33.80)$         (40.85)$         (41.69)$         (42.56)$         (43.46)$         (51.09)$        

Small General Service (94.01)           (96.03)           (98.12)           (110.51)         (123.42)         (149.13)         (152.22)         (155.40)         (158.67)         (186.54)        

Large General Service (723.56)         (739.15)         (755.23)         (850.53)         (949.91)         (1,147.79)      (1,171.57)      (1,196.04)      (1,221.21)      (1,435.75)     

Industrial (8,750.80)      (8,939.27)      (9,133.80)      (10,286.40)    (11,488.20)    (13,881.46)    (14,168.99)    (14,464.91)    (14,769.41)    (17,364.02)   
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As your City Manager, I do, however, recommend tabling Resolution 2020-55 and 
allowing for time to obtain written commitments from self-generating processors for the 
purchase of power. These commitments would significantly lessen the financial risk to the 
City, and the City would be better positioned to sell the power we are agreeing to purchase 
through the PPA with OCCP. This benefits all rate payers, and in the end, is beneficial to 
the entire project and community. 
 
Mechanically, this would be accomplished by a Council member first moving to approve 
and then moving to postpone indefinitely. Council can only postpone to a date certain if 
that date is the very next meeting. The target date to have these commitments with self-
generators and the PPA with OCCP appear before City Council could be the first meeting 
in January. 
 
No matter what Council chooses to do this evening, my staff and I are ready to support 
the decision and move forward in accordance with Council’s direction. 
 
PROPOSED MOTION: I move to approve Resolution 2020-55. 
 
ATTACHMENTS:  
 

 Memo from City Attorney 
 PPA between OCCP and City of Unalaska 

 
 
 
 
 
 
 
 
 
 



BOYD, CHANDLER, FALCONER  & MUNSON, LLP
Attorneys At Law

Suite 302
911 West Eighth Avenue
Anchorage, Alaska 99501

Telephone: (907) 272-8401
Facsimile:   (907) 274-3698

bcf@bcfaklaw.com

MEMORANDUM

TO: Unalaska City Council

FROM: Brooks Chandler
City Attorney

DATE: August 21, 2020

RE: Geothermal Power Purchase Agreement

At the August 11 city council meeting the city council directed staff to accept the OCCP
proposal to share in the upside with the “meter” on the upside sharing starting at 100,000,000
kWh in annual sales.  The OCCP proposal as described on page 3 item 5 in a letter to the City
Council was “OCCP and City will split the upside for electrical sales above 100M kWh”.  OCCP
had not in fact proposed the “share in the upside” to start at 100,000,000 kWh per year but on a
monthly basis so additional negotiations were required to translate a sharing in the upside to
annual kWh sales.

 Council also directed staff to negotiate for a daily rate of $20,000 per day in liquidated
damages and to require OCCP to promise to construct two subsea cables so as to provide greater
system reliability.

Council’s goals have been accomplished as reflected in the final draft of the power
purchase agreement.  The two subsea cable requirement is contained in the definitions of
“Facility” in Section 1(i) and “Interconnection Plan” in Section 1(m).  Section 16 sets the daily
liquidated damages amount at $20,000.

The “split the upside” requirement is stated in Section 5 (h) and uses a mathmatical
formula set out in Exhibit F.  Here is how it works using the 125,000,000 kWh in annual sales



Geothermal Power Purchase Agreement Memo
August 21, 2020
Page 2 of 2
______________________________

that is the example in Exhibit F.   This is a 50/50 split based on kWh sold above 100,000,000 as
determined by the rate per kWh paid by the City.  The additional payment to OCCP in the
example is 2,037,500 an additional 12.5% of the annual 16,300,000 payment.  12.5% is a 50-50
split of the 25% increase in kWh sold above the 100,000,000 kWh threshold.   OCCP gets 12.5%
of this upside.  The City gets 12.5% of the upside.  

This provision will allow OCCP the opportunity to recover some, all or more than all of
the additional $5,000,000 they have promised to invest in heat pump infrastructure should the
project exceed the point where the additional meter payment starts “running”.  This clearly would
generate a “win-win” for OCCP and city ratepayers.

Other provisions of the agreement and our assessment of risks have been described in our
memoranda of March 10, 2020, July 17, 2020 and July 27, 2020 and are not repeated here. 
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MEMORANDUM TO COUNCIL 
 

 
To:  Mayor and City Council Members 
From:  Erin Reinders, City Manager 
Date:  March 23, 2021 
Re: Resolution 2021-14: OCCP PPA Amendment 
 

 
SUMMARY: Ounalashka/Chena Power, LLC (OCCP) required a Power Purchase Agreement 
(PPA) with the City of Unalaska to obtain financing for their Geothermal Project. In August of 
2020, City Council approved Resolution 2020-55, and authorized entering into the PPA with 
OCCP. OCCP has requested an amendment to the PPA, extending the deadline outlined in the 
PPA to obtain financing. Resolution 2021-14 approves the Amendment to the PPA and authorizes 
the City Manager to sign the amendment. 
 
PREVIOUS COUNCIL ACTION: The City continues to support efforts and programs for reliable 
and cost effective alternate energy sources, including geothermal. City Council has identified this 
support as a federal priority. To this end, during the fall lobby trip to Washington DC in 2019, City 
representatives sat alongside representatives from the Q-tribe and OC in a meeting with the 
Department of Energy demonstrating support for a geothermal project on our island. In August of 
2020, City Council approved Resolution 2020-55 and authorized entering into the PPA with 
OCCP. 
 
November 26, 2019 
 Work Session, Presentation from OCCP regarding their Geothermal Project 
 
January 30, 2020 
 Special Meeting for a Work Session for an update on OCCP geothermal project (standalone 

meeting) 
 
February 25, 2020 
 Work Session, Report from OCCP regarding their Makushin geothermal project 
 
March 10, 2020 
 Reports, City Attorney conflict of interest opinion related to OCCP 
 Executive Session 

 Discussion regarding potential PPA between City of Unalaska and OCCP 
 Discussion regarding potential Power Sales Agreements between City of Unalaska 

and local seafood processing facilities 
 
May 26, 2020 
 Directive to the Manager, “Report back to the City Council by June 16, 2020 for possible action 

committing to a PPA with OCCP at the Council Meeting on June 23, 2020 a cos/benefit/risk 
analysis for a potential Power Purchase Agreement concept that commits Unalaska for the 
purchase of 100MkWhr/year, at $0.16/kWh, for 30 years taking into account the probability of 
securing sufficient load sources by fall of 2023 within the Unalaska City Limits.” 
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June 23, 2020 
 Work Session, Presentation and discussion of the financial feasibility and potential risks and 

rewards related to OCCP’s proposed Makushin Geothermal Power Project 
 Directive to the Manager, “Negotiate and work cooperatively with OCCP LLC to develop a 

Power Purchase Agreement that enables the City Council to act on such agreement at the 
Council Meeting on July 14, 2020. Initial loads to be negotiated should be between 80mkwhr 
and 100mkwhr. Costs and rates to be negotiated within the Power Purchase Agreement.” 

 
July 21, 2020 
 Special Meeting for Work Session & Executive Session, Discussion of PPA with OCCP 
 
August 11, 2020 
 Executive Session, Discussion of PPA with OCCP 
 Directive to the Manager, “I move to direct staff to accept both the OCCP proposal to share in 

the upside and daily liquidated damages in the amount of $20,000.00 per day with a cap of 
$5 million. The heat pump contribution is to remain at $10 million cost to OCCP. The Annual 
cost is to be $16,300,000.00. The meter on the upside sharing starts at 100,000,000kwh. A 
minimum of two transmission lines to the delivery point of the City is required.” 

 
August 25, 2020 
 Regular Meeting, City Council approves Resolution 2020-55: Approving the PPA with OCCP 

and authorizing the City Manager to enter into the agreement 
 
March 23, 2021 
 Work Session, OCCP provided City Council with an update on the project in preparation of 

considering an amendment to the PPA at the March 23, 2021 meeting.  OCCP has requested 
an amendment to the PPA, extending the deadline outlined in the PPA to obtain financing. 
 

BACKGROUND: City staff began working with the OCCP team in late 2019 to address project 
planning and development questions and to draft a PPA. On January 15 and 16, 2020, the City 
team met with OCCP representatives for a working meeting in Anchorage. The focus of the 
meeting was developing framework of general concepts that OCCP can take to its potential 
lenders to determine if financing can be obtained.  
 
Following these Anchorage meetings, discussions and work continued. Focus was on the PPA, 
understanding the project, identifying challenges, mitigating risks, expanding opportunities, 
identifying  steps to be done should the project move forward, and refining displaced costs. OCCP 
communicated that they planned to proceed with their fieldwork and research, which will help 
reduce the number of uncertainties and assumptions. We reached out to processers to garner 
their interest in the project and encourage them to attend the February 25, 2020 Council meeting, 
where OCCP would be presenting on their project. The City team met with the OCCP team while 
they were in town that week. Given travel and weather challenges, this meeting was not as in-
depth as planned. 
 
City staff met and talked with processers throughout March and April, striving to ensure they had 
an understanding of the overall concept of the project and potential agreements. Processors were 
unwilling to make a long term commitment at that time. The City team held a conference call with 
OCCP on April 24, 2020 and communicated the feedback we received from the processors. This 
was not done in person due COVID related challenges. The next step was for OCCP, along with 
the City, to meet with the processors. While those meetings were never organized, OCCP did 



- 3 - 
 

provide a detailed document outlining several concepts to the City for consideration on May 19, 
2020. We responded with some initial thoughts and questions in a timely fashion.  
 
On May 26, 2020, City Council issued a directive to provide a report and cost/benefit/risk analysis 
regarding a PPA at a particular commitment level. Our focus then shifted to the Council Directive 
and our long time consultant, Mike Hubbard, prepared the formal report and analysis. Brooks 
Chandler, our City Attorney, provided a memo related to non-recourse financing as another 
component of the assessment. This material was presented to Council at the June 23, 2020 
Council Meeting. At the end of that meeting Council issued a directive to negotiate and work 
cooperatively with OCCP to develop a PPA for loads between 80mkwhr and 100mkwhr.  
 
Given the complex nature of this topic and the time required to discuss it, a stand-alone special 
meeting was scheduled for July 21, 2020. This date was selected in coordination with OCCP. City 
Council provided direction to the City Team for further negotiations with OCCP.  
 
City Council participated in a follow-up Executive Session on August 11, 2020. The City Team 
provided an update on the continued negotiations. City Council then issued a formal directive for 
continued negotiation. The PPA was then finalized consistent with Council Directives to the City 
Manager. At their August 25, 2020 meeting, City Council approved Resolution 2020-55 and 
authorized entering into the PPA.  
 
DISCUSSION: A copy of the PPA is attached. Since the signing of the PPA, the City Team has 
been regularly communicating with OCCP and are now meeting on a monthly basis. We have 
also welcomed Anchorage based consultant, Thomas Lovas of Energy & Resource Economics 
to the City’s team. In accordance with the PPA, the City contracted with Electrical Power Systems 
(EPS) to conduct the Interconnection and Integration Study. Much of the details and results will 
depend on the final design of OCCP’s project itself, which is not yet completed. We have also 
worked to support OCCP’s efforts in the Air Source Heat Pump Study, as outlined in the PPA.  
 
Council heard an update form OCCP at the March 9, 2021 meeting.  In that update OCCP 
requested an amending the PPA to extend by one year their deadline to obtain written 
commitment for project financing. The letter requesting this extension is included in the packet. 
The June 10, 2021 deadline for OCCP to secure financing commitment was identified in the 
original PPA as a key conditional precedent and a term factor that allows for the City to terminate 
the agreement. This amendment extends the deadline for OCCP to obtain project financing by a 
year at the request of OCCP.  It also adjusts the deadline for the Interconnection / Integration 
Plan accordingly, as requested by the City.  As of the drafting of this memo, we have not yet 
received final acceptance by OCCP of our request, but do not anticipate any issues.  The 
Amendment is attached. 
 
The challenge with this delay is the uncertainty it creates around the Geothermal Project as the 
City plans for and invests in Capital Projects to support our electrical system. This is mentioned 
in the CMMP discussion this evening. The Draft CMMP includes funding support necessary for 
integration and interconnection (which have not been fully identified), and projects necessary for 
the existing system which may or may not be necessary if the Geothermal project proceeds.  
Whether or not such improvements will be necessary depend on the design of the Geothermal 
project (which is not yet completed), the findings of the integration and interconnection study 
(which can’t be done until the design is finalized), and significant timing and safety considerations 
present now. We continue to evaluate how best to proceed given what we know at this point.  
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FINANCIAL IMPLICATIONS: Primary financial implications of the PPA relate to the City’s cost of 
purchasing power and the related financial impacts. The 30 year PPA required the City pay a 
fixed $16.3 million annually (with 1% annual increases), for a total of just under $567 million, to 
purchase up to 100 million kWh/yr.  Our base power currently is estimated at 40 million kWh/yr.  
Ultimately, these costs will be passed along to the rate payers. Various scenarios were prepared 
analyzing these financial implications created from the PPA, regarding the base load and the 
potential increase sales and were provided to the City Council during the negotiation process.  
 
Additionally, the PPA contains known expenses the City agreed to, including up to $5 million for 
upgrading the City distribution system, with OCCP committing up to $7 million. The City agreed 
to initially fund the integration and interconnection study, but will be reimbursed from OCCP after 
the fact.  
 
ALTERNATIVES: Council has two primary options on how to proceed with the Resolution 2021-
14 and the PPA amendment.  These include: 
 

1. Approve Resolution 2021-14, thereby approving the Amendment to the PPA and 
authorizing the City Manager to sign the Amendment.  

2. Disapprove Resolution 2021-14, thereby disapproving the Amendment to the PPA. 
 
LEGAL: City Attorney Brooks Chandler has been engaged in discussions with OCCP from the 
beginning and remains so. He drafted the PPA Amendment, and has provided a memo. Both the 
Amendment and memo are attached. 
 
STAFF RECOMMENDATION: We remain supportive of this project and are excited about what 
it might mean for the future of our community.  The existing 2020 PPA was prepared in 
accordance with City Council Directives. The proposed amendment shifts some of the deadlines 
but leaves the underlying agreement intact.  So long as Council supports the underlying PPA, I 
recommend that Council approve this amendment.  

However, as your City Manager, I still caution Council that the PPA requires 30 years of annual 
payments of $16.3 million annually (with 1% annual increases) to purchase up to 100 million 
kWh/yr.  This purchases 60 million kWh/yr more power than is currently sold by the City annually, 
currently estimated to be 40 million kWh. We have no commitments in place from existing 
business to cover this gap. Nor are we aware of any future development that is committed to 
locating in Unalaska and purchasing available power. Without more specifics about the 
geothermal project and its completion, it is unlikely we will be able to successfully market and sell 
more power. This condition precedent and term factor that allows for the City to terminate the 
agreement was included in the PPA to allow for this sort of deliberation at the Council level. If 
Council has concerns about the impacts of the underlying PPA and wishes not to move forward, 
I recommend disapproval of this amendment. 

No matter what Council chooses to do this evening, my staff and I will support the decision and 
move forward accordingly with Council’s direction. 

PROPOSED MOTION: I move to approve 2021-14. 

ATTACHMENTS: 
 PPA between OCCP and City of Unalaska 
 Letter from OCCP Requesting Extension 
 Memo from City Attorney Regarding Extension Request 
 PPA Amendment 



AMENDMENT NO. 1 

to 

POWER PURCHASEAGREEMENT 

BETWEEN 

CITY OF UNALASKA, a first-class Alaska municipal corporation 

AND 

OUNALASHKA CORPORATION/CHENA POWER, LLC, an Alaska limited liability 
company 

For good and valuable consideration the receipt of which is hereby acknowledged, the City 
of Unalaska, a first-class Alaska municipal corporation (Purchaser) and Ounalashka 
Corporation/Chena Power, LLC (Seller) a licensed Alaska limited liability company duly 
organized under the laws of the State of Alaska agree to amend that certain POWER PURCHASE 
AGREEMENT, dated August 31, 2020(Agreement) as follows: 

llPage 

1. Paragraph 20(a) is hereby amended to read as follows: 

(a) Seller shall obtain a written commitment for Project Financing, by 
6/10/2022. 

2. Paragraph 4(c) is hereby amended to read as follows: 

( c) Seller and Purchaser agree that the purpose and intent of this Agreement is 
dependent on the successful completion of the construction of the Facility/Facilities 

and the related achievement of the Commercial Operation Date by the Commercial 
Operation Deadline. As such, in the event that either; 1) Seller fails to obtain 

Project Financing by June 10 2022; or 2) construction of the Facility/Facilities is 

at any time discontinued, abandoned or otherwise terminated by Seller in its sole 

discretion , or 3) Seller fails to provide written assurances to Purchaser that the 

Commercial Operation Deadline will be achieved in a form consistent with Prudent 
Utilities Practices, or 4) the Project fails to reach Commercial Operation by the 

Commercial Operation Deadline, then either Party may tenninate this Agreement 
upon thirty (30) day's prior written notice to the other party. In the event that a 

party elects to terminate this Agreement pursuant to this Section 4 ( c ), neither Seller 
nor Purchaser shall have any further liability and/or obligations to the other 



In witness whereof, Seller and Purchaser have duly executed, delivered, and formed this 
Amendment No. 1 through their authorized representatives, the effective date of which is 
______ , 2021 ("Effective Date"). 

Dated: ....;;Yl---'-4---/ /_,... ___ , 2021 

3IPage 

OC/CP,LLC: 

CITY: 

By: OUNALASHKA CORPORATION, an 
Alaska business corporation 
Its Managing Member 

~~i~~k 
Its Chief Executive Officer 

By ::1:')..___~ ...... ·HL-~~_u:_~~~----
Margaret A. Lekanoff 
Its Secretary 

CITY OF UNALASKA, a first-class 
municipal corporation 

By·_ ~ _....:::::::-:=:::=:=:=~=­
Erin Re 1tler~ 
Its City Manager 



CITY OF UNALASKA
UNALASKA, ALASKA

RESOLUTION 2021-55

A RESOLUTION OF THE UNALASKA CITY COUNCIL APPROVING AMENDMENT 2 TO THE
POWER PURCHASE AGREEMENT WITH OUNALASHKA/CHENA POWER, LLC AND
AUTHORIZING THE CITY MANAGER TO SIGN THE AMENDMENT

WHEREAS, the City of Unalaska operates a public utility to provide for and distribute electricity
to customers; and

WHEREAS, Ounalashka/Chena Power, LLC (OCCP) sought to construct a geothermal plant and
required a signed Power Purchase Agreement (PPA) with the City of Unalaska in order to obtain
project financing; and

WHEREAS, the City Council approved the PPA developed in accordance with City Council
Directives, and authorized the City Manager to enter into the agreement on August 25, 2020
through Resolution 2020-55; and

WHEREAS, OCCP was be unable to obtain financing by the deadline of June 10, 2021 as outlined
in the PPA and requested an amendment to the PPA; and

WHEREAS, the City Council approved Amendment Number 1 to the PPA extending the deadline
outlined in the PPA to obtain financing to June 10, 2022 and authorized the City Manager to
signed the amendment through resolution 2021-14 on March 30, 2021; and

WHEREAS, the City of Unalaska and OCCP have negotiated and signed a Memorandum of
Agreement outlining initial upgrade projects and the cost reimbursement schedule in accordance
with the PPA; and

WHEREAS, the City of Unalaska and OCCP agree that a one year extension to the Commercial
Operations Date by one year from May 31, 2024 to May 31, 2025, corresponding with the one
year extension to the financing deadline in the previous amendment, is necessary; and

NOW THEREFORE BE IT RESOLVED that the Unalaska City Council approves Amendment 2
to the PPA extending the Commercial Operations Date by one year, and authorizes the City
Manager to sign the amendment.

PASSED AND ADOPTED by a duly constituted quorum of the Unalaska City Council on July 27
2021.

Vincent M. Tutiakoff
Mayor

ATTEST:

fl«« LIMarjie Veeder, CMC
City Clerk
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MEMORANDUM TO COUNCIL 
 

 
To:  Mayor and City Council Members 
From:  Erin Reinders, City Manager 
Date:  July 27, 2021 
Re: Resolution 2021-55: Approving Amendment 2 to the Power Purchase Agreement 

with Ounalashka/Chena Power, LLC and authorizing the City Manager to sign 
the amendment 

 

 
SUMMARY: In August of 2020, City Council approved Resolution 2020-55, and authorized 
entering into the PPA with OCCP. OCCP later requested an amendment to the PPA, extending 
the deadline outlined in the PPA to obtain financing by one year. In response to this request, City 
Council approved Resolution 2021-14, and authorized the signing of Amendment 1 in March of 
2021. Amendment 2 extends the Commercial Operations Date by one year to correspond with 
the extension in the previous amendment. This extension provides an additional construction 
season, important for the City because the utility upgrades making this date possible are being 
significantly dialed back this year due to OCCP’s delayed funding.  
 
PREVIOUS COUNCIL ACTION: City Council has identified support for efforts and programs for 
reliable and cost-effective alternate energy sources, including geothermal, as a federal priority. 
An outline of all the Council actions related to the PPA with OCCP for geothermal power is listed 
below. 
 
November 26, 2019 
 Work Session, Presentation from OCCP regarding their geothermal project 
 
January 30, 2020 
 Special Meeting for a Work Session for an update on OCCP geothermal project 
 
February 25, 2020 
 Work Session, Report from OCCP regarding their Makushin geothermal project 
 
March 10, 2020 
 Reports, City Attorney conflict of interest opinion related to OCCP 
 Executive Session 

 Discussion regarding potential PPA between City of Unalaska and OCCP 
 Discussion regarding potential Power Sales Agreements between City of Unalaska 

and local seafood processing facilities 
 
May 26, 2020 
 Directive to the Manager: “Report back to the City Council by June 16, 2020 for possible action 

committing to a PPA with OCCP at the Council Meeting on June 23, 2020 a cost/benefit/risk 
analysis for a potential Power Purchase Agreement concept that commits Unalaska for the 
purchase of 100MkWhr/year, at $0.16/kWh, for 30 years taking into account the probability of 
securing sufficient load sources by fall of 2023 within the Unalaska City Limits.” 
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June 23, 2020 
 Work Session, Presentation and discussion of the financial feasibility and potential risks and 

rewards related to OCCP’s proposed Makushin Geothermal Power Project 
 Directive to the Manager: “Negotiate and work cooperatively with OCCP LLC to develop a 

Power Purchase Agreement that enables the City Council to act on such agreement at the 
Council Meeting on July 14, 2020. Initial loads to be negotiated should be between 80mkwhr 
and 100mkwhr. Costs and rates to be negotiated within the Power Purchase Agreement.” 

 
July 21, 2020 
 Special Meeting for Work Session & Executive Session, Discussion of PPA with OCCP 
 
August 11, 2020 
 Executive Session, Discussion of PPA with OCCP 
 Directive to the Manager: “I move to direct staff to accept both the OCCP proposal to share in 

the upside and daily liquidated damages in the amount of $20,000.00 per day with a cap of 
$5 million. The heat pump contribution is to remain at $10 million cost to OCCP. The Annual 
cost is to be $16,300,000.00. The meter on the upside sharing starts at 100,000,000 kWh. A 
minimum of two transmission lines to the delivery point of the City is required.” 

 
August 25, 2020 
 Regular Meeting, City Council approves Resolution 2020-55, approving the PPA with OCCP 

and authorizing the City Manager to enter into the agreement 
 
March 23, 2021 
 Work Session, OCCP provided City Council with an update on the project in preparation of 

considering an amendment to the PPA at the March 23, 2021 meeting. OCCP has requested 
an amendment to the PPA, extending the deadline outlined in the PPA to obtain financing. 

 
March 30, 2021 
 Special Meeting continued from the Regular Meeting on March 23, City Council approved 

Resolution 2021-14, approving the PPA Amendment and authorizing the City Manager to sign 
said amendment. The amendment extended the deadline for OCCP to obtain financing and 
adjust the deadlines related to the Interconnection/Integration Plan. 

 
BACKGROUND: In August of 2020, after several months of negotiations and meetings, City 
Council approved Resolution 2020-55 and authorized entering into the PPA with OCCP. An 
outline of all the Council actions related to the PPA is listed above. A copy of the PPA is attached. 
The 30 year PPA requires the City pay a fixed $16.3 million annually (with 1% annual increases). 
Our base load is currently 40 million kilowatt hours per year, but to make this economical we need 
full participation of self-generators to get up to 90 to 100 million kilowatt hours per year. We have 
no commitments in place from existing business to cover this gap, nor are we aware of any future 
development that is committed to locating in Unalaska and purchasing available power.  
 
The PPA contains known expenses the City agreed to, including up to $5 million for studying and 
upgrading the City distribution system, with OCCP committing up to $7 million. The City agreed 
to initially fund the integration and interconnection study, but this cost will be reimbursed from 
OCCP in accordance with the PPA. To this end, the City contracted with Electrical Power Systems 
(EPS) to conduct the study. 
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OCCP requested amending the PPA to extend by one year their deadline to obtain written 
commitment for project financing in March of 2021. The original June 10, 2021 deadline for OCCP 
to secure financing commitment was identified in the original PPA as a key conditional precedent 
that allowed for the City to terminate the agreement if they so desired. Council supported the 
request and approved the first PPA Amendment. A copy of PPA Amendment 1 is attached. This 
amendment extended the deadline for OCCP to obtain project financing to June 10, 2022 and 
also adjusted the deadline for the Interconnection / Integration Plan accordingly.  

The challenge with this delay was the uncertainty around the Geothermal Project as the City plans 
for and invests in Capital Projects to support the electrical system. The FY22-31 CMMP includes 
the City’s share of funding support necessary, per the PPA, for integration and interconnection, 
and projects necessary for the existing system which may or may not be necessary if the 
Geothermal project proceeds. Whether or not such improvements will be necessary depend on 
the design of the Geothermal project (which is not yet completed), the findings of the integration 
and interconnection study (which can’t be fully completed until the design is finalized), and 
significant timing and safety considerations present now. We continue to evaluate how best to 
proceed given what we know at this point.  

DISCUSSION: Since the approval of Amendment 1, Electrical Power Systems (EPS) produced 
an Interim Intertie Study. This interim report identifies rough order magnitude estimates for 
separate projects. The highest priority projects include eight separate projects totaling $13.7 
million. The new projects (second priority) include four separate projects totaling $2.6 million. In 
total there are twelve separate projects totaling $16.25 million. As the design progresses some 
projects may be modified, and some new projects may be required and estimates may change. 
Regardless, the total cost of the upgrades will likely exceed $12 million, meaning that the OCCP 
obligation under the PPA will hit the $7 million maximum and the City will likely need to contribute 
more than $5 million towards upgrades. This project list in the interim study has been agreed to 
formally by both OCCP and City representatives through a Memorandum of Agreement (MOA). 
A copy of the MOA is attached. The MOA also outlines the cost reimbursement schedule for 
OCCP’s obligation identified in the PPA. 

As OCCP and the City finalized the MOA it became apparent that an extension to the Commercial 
Operations Date was necessary. Amendment 2 extends the Commercial Operations Date by one 
year from May 31, 2024 to May 31, 2025, corresponding with the one year extension to the 
financing deadline in the previous amendment. This extension provides an additional construction 
season, now required because the planned utility upgrades are being significantly dialed back 
this year due to OCCP’s delayed funding. This extension will also provide another year to 
potentially gain new customers, however, it is unlikely we will be able to fully market and sell more 
power until specifics about the geothermal project are clearly understood and the project itself is 
completed.  

FINANCIAL IMPLICATIONS: Primary financial implications of the PPA relate to the City’s cost of 
purchasing power. The 30 year PPA requires the City pay a fixed $16.3 million annually (with 
1% annual increases), for a total of just under $567 million over 30 years. Our base load is 
currently 40 million kilowatt hours per year, but to make this economical we need near-full 
participation of current self-generators to get up to 90 to 100 million kilowatt hours per year. 
Although this extension will provide another year to prepare and potentially gain new customers, 
without more specifics about the geothermal project and its completion, it is unlikely we will be 
able to successfully market and sell more power. Ultimately, costs associated with the PPA will 
be passed along to the rate payers. Various scenarios were prepared analyzing these financial 
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implications created from the PPA regarding the base load and the potential increased sales were 
provided to the City Council during the PPA negotiation process.  

The PPA also commits the City to $5 million for upgrading the City distribution system, with 
OCCP committing $7 million, of the first $12 million necessary for upgrades. EPS’s interim 
Intertie report identifies rough order magnitude estimates for twelve separate upgrade 
projects totaling $16.25 million. As the design progresses some projects may be modified, and 
some new projects may be required and estimates may change. These projects will be necessary 
over the course of the next few construction seasons. Budgetary adjustments may be required to 
roll out these projects for necessary upgrades and to accommodate the reimbursement schedule 
as we implement the PPA.  

ALTERNATIVES: Council has two primary options on how to proceed with the Resolution 2021-
55 and the second PPA amendment. These include: 

1. Approve Resolution 2021-55, thereby approving the second amendment to the PPA and
authorizing the City Manager to sign the Amendment; or

2. Disapprove Resolution 2021-55, thereby disapproving the second amendment to the PPA.

LEGAL: City Attorney Brooks Chandler has been engaged in discussions with OCCP from the 
beginning and remains so. He was involved in finalizing the PPA, the amendments, as well as the 
finalizing of the referenced MOA. All of which are attached to this memo. 

STAFF RECOMMENDATION: This amendment extends the Commercial Operations Date by a 
year in keeping with the extension outlined in the first amendment, which provided an additional 
year for OCCP to secure financing. These amendments do not change the underlying PPA 
prepared in accordance with Council directives and approved by City Council in August of 2020. 
This extension will allow an additional construction season to perform necessary utility upgrades 
that are significantly dialed back this year due to OCCP’s delayed funding. For these reasons, I 
recommend approval of this amendment. 

PROPOSED MOTION: I move to adopt Resolution 2021-55. 

ATTACHMENTS: 
1. PPA between OCCP and City of Unalaska
2. PPA Amendment 1
3. Memorandum of Agreement
4. PPA Amendment 2 
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CITY OF UNALASKA 
UNALASKA, ALASKA 

 
RESOLUTION 2022-07 

 
A RESOLUTION OF THE UNALASKA CITY COUNCIL APPROVING AMENDMENT 3 TO THE 
POWER PURCHASE AGREEMENT WITH OUNALASHKA/CHENA POWER, LLC AND 
AUTHORIZING THE CITY MANAGER TO SIGN THE AMENDMENT  
 
WHEREAS, the City of Unalaska operates a public utility to provide for and distribute electricity 
to customers; and 
 
WHEREAS, Ounalashka/Chena Power, LLC (OCCP) sought to construct a geothermal plant and 
required a signed Power Purchase Agreement (PPA) with the City of Unalaska in order to obtain 
project financing; and 
 
WHEREAS, the City Council approved the PPA developed in accordance with City Council 
Directives, and authorized the City Manager to enter into the agreement on August 25, 2020 
through Resolution 2020-55; and 
 
WHEREAS, OCCP was be unable to obtain financing by the deadline of June 10, 2021, as 
outlined in the PPA and requested an amendment to the PPA; and 
 
WHEREAS, the City Council approved Amendment Number 1 to the PPA extending the deadline 
outlined in the PPA to obtain financing to June 10, 2022, and authorized the City Manager to sign 
the amendment through Resolution 2021-14 on March 30, 2021; and 
 
WHEREAS, the City of Unalaska and OCCP negotiated and on July 15, 2021, signed a 
Memorandum of Agreement (MOA) outlining initial upgrade projects and the cost reimbursement 
schedule in accordance with the PPA; and  
 
WHEREAS, the City Council approved Amendment Number 2 to the PPA extending the 
Commercial Operations Date deadline outlined in the PPA by one year from May 31, 2024, to 
May 31, 2025, and authorized the City Manager to sign the amendment through Resolution 2021-
55 on July 27, 2021; and 
 
WHERAS, OCCP has requested Amendment Number 3 of the PPA to extend the financing and 
commercial completion deadlines, and further requested Amendment 1 of the MOA to align with 
this new schedule; and 
 
WHEREAS, the City of Unalaska and OCCP have agreed that extending the deadline to obtain 
financing to December 10, 2023; to finalize the Interconnection/Integration Plan and identify 
necessary easements to January 1, 2024; and the commercial operation date to May 31, 2027 
are necessary; and  
 
WHEREAS, the City of Unalaska and OCCP have also agreed in the value of OCCP to provide 
written reports to the City regarding potential customers beginning on March 1, 2022; and 
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MEMORANDUM TO COUNCIL 

To: Mayor and City Council Members 
From: Erin Reinders, City Manager 
Date: July 27, 2021 
Re: Resolution 2022-07: Approving Amendment 3 to the Power Purchase Agreement 

with Ounalashka/Chena Power, LLC and authorizing the City Manager to sign 
the amendment 

SUMMARY: In August of 2020, City Council approved Resolution 2020-55, and authorized 
entering into a Power Purchase Agreement (PPA) with Ounalashka/Chena Power, LLC (OCCP). 
Since that time, Council has approved two amendments to the PPA. Additionally an MOU was 
developed to help implement the PPA. What is before Council this evening is as a result of a 
request from OCCP to further amend the PPA and the MOA. If Council approves Amendment 3 
through Resolution 2022-07 tonight, staff will then move forward with amending the MOA as well. 
The Amendment has been developed based on the direction received from Council on February 
8, 2022.  

PREVIOUS COUNCIL ACTION: Council identified, as a federal priority, support for efforts and 
programs for reliable and cost-effective alternate energy sources, including geothermal. An 
outline of Council actions related to the PPA with OCCP is listed below. 

November 26, 2019 
 Work Session, Presentation from OCCP regarding their geothermal project

January 30, 2020 
 Special Meeting for a Work Session for an update on OCCP’s geothermal project

February 25, 2020 
 Work Session, Report from OCCP regarding their geothermal project

March 10, 2020 
 Reports - City Attorney conflict of interest opinion related to OCCP
 Executive Session

 Discussion regarding potential PPA between City of Unalaska and OCCP
 Discussion regarding potential Power Sales Agreements between City of Unalaska

and local seafood processing facilities

May 26, 2020 
 Directive to the Manager: “Report back to the City Council by June 16, 2020 for possible action

committing to a PPA with OCCP at the Council Meeting on June 23, 2020 a cost/benefit/risk
analysis for a potential Power Purchase Agreement concept that commits Unalaska for the
purchase of 100MkWhr/year, at $0.16/kWh, for 30 years taking into account the probability of
securing sufficient load sources by fall of 2023 within the Unalaska City Limits.”
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June 23, 2020 
 Work Session - Presentation and discussion of the financial feasibility and potential risks and

rewards related to OCCP’s proposed Makushin Geothermal Power Project
 Directive to the Manager: “Negotiate and work cooperatively with OCCP LLC to develop a

Power Purchase Agreement that enables the City Council to act on such agreement at the
Council Meeting on July 14, 2020. Initial loads to be negotiated should be between 80mkwhr
and 100mkwhr. Costs and rates to be negotiated within the Power Purchase Agreement.”

July 21, 2020 
 Special Meeting for Work Session & Executive Session, Discussion of PPA with OCCP

August 11, 2020 
 Executive Session, Discussion of PPA with OCCP
 Directive to the Manager: “I move to direct staff to accept both the OCCP proposal to share in

the upside and daily liquidated damages in the amount of $20,000.00 per day with a cap of
$5 million. The heat pump contribution is to remain at $10 million cost to OCCP. The Annual
cost is to be $16,300,000.00. The meter on the upside sharing starts at 100,000,000 kWh. A
minimum of two transmission lines to the delivery point of the City is required.”

August 25, 2020 
 Council approves Resolution 2020-55, approving the PPA with OCCP and authorizing the City

Manager to enter into the agreement

March 23, 2021 
 Work Session - OCCP provided Council with an update on the project in preparation of

considering an amendment to the PPA at the March 23, 2021 meeting. OCCP has requested
an amendment to the PPA, extending the deadline outlined in the PPA to obtain financing.

March 30, 2021 
 Special Meeting continued from the Regular Meeting on March 23, Council approved

Resolution 2021-14, approving the PPA Amendment and authorizing the City Manager to sign
said amendment. The amendment extended the deadline for OCCP to obtain financing and
adjust the deadlines related to the Interconnection/Integration Plan.

July 27, 2021 
 Regular meeting, Council approves Resolution 2021-55, approving Amendment 2 to the

Power Purchase Agreement with Ounalashka/Chena Power, LLC and authorizing the City
Manager to sign the amendment

February 8, 2022 
 Executive Session, Discuss OCCP’s requested amendment to the Power Purchase

Agreement and to the Memorandum of Agreement between the City of Unalaska and
Ounalashka/Chena Power, LLC

BACKGROUND: In August of 2020, after several months of negotiations and meetings, Council 
approved Resolution 2020-55 and authorized entering into the PPA with OCCP. An outline of all 
the Council actions related to the PPA is listed above. A copy of the PPA is attached. The 30 year 
PPA requires the City pay a fixed $16.3 million annually (with 1% annual increases). Our base 
load is currently 40 million kilowatt hours per year, but to make this economical we need full 
participation of self-generators to get up to 90 to 100 million kilowatt hours per year. We have no 
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commitments in place from existing business to cover this gap, nor are we aware of any future 
development that is committed to locating in Unalaska and purchasing available power.  

The PPA contains known expenses the City agreed to, including up to $5 million for studying and 
upgrading the City distribution system, with OCCP committing up to $7 million. The City agreed 
to initially fund the integration and interconnection study, but this cost will be reimbursed from 
OCCP in accordance with the PPA. To this end, the City contracted with Electrical Power Systems 
(EPS) to conduct the study. 

OCCP requested amending the PPA to extend by one year their deadline to obtain written 
commitment for project financing in March of 2021. The original June 10, 2021 deadline for OCCP 
to secure financing commitments was identified in the original PPA as a key conditional precedent 
that allowed for the City to terminate the agreement if they so desired. Council supported 
the request and approved the first PPA Amendment. A copy of PPA Amendment 1 is attached. 
This amendment extended the deadline for OCCP to obtain project financing to June 10, 
2022 and also adjusted the deadline for the Interconnection / Integration Plan accordingly.  

Since the approval of Amendment 1, EPS produced an Interim Intertie Study. This project list in 
the interim study has been agreed to formally by both OCCP and City representatives through 
a Memorandum of Agreement (MOA). A copy of the MOA is attached. The MOA also outlines 
the cost reimbursement schedule for OCCP’s obligation identified in the PPA. As OCCP and the 
City finalized the MOA it became apparent that an extension to the Commercial Operations Date 
was necessary. Amendment 2 extends the Commercial Operations Date by one year from 
May 31, 2024 to May 31, 2025, corresponding with the one year extension to the financing 
deadline in the previous amendment. A copy of PPA Amendment 2 is attached. 

On January 6, 2022, the City received a written request from OCCP for Amendment 3 to the PPA 
and to temporarily suspend the MOA. A copy of this request is attached. 

DISCUSSION: The City Team met with OCCP on January 14, 2022, to discuss this request in 
more detail. Basically, OCCP has requested Amendment 3 to the PPA to extend the financing 
and commercial completion date deadlines, and Amendment 1 of the MOA to align with this new 
schedule.  

After Council’s Executive Session on February 8, 2022, discussing this request and the various 
amendments, the City Team met with OCCP on February 11, 2022, and worked to develop 
Amendment 3 in accordance with the direction provided by Council in Executive Session. 
Together, we have agreed that the extension of deadlines to obtain financing to December 10, 
2023; to finalize the Interconnection/Integration Plan and identify necessary easement to January 
1, 2024; and the commercial operation date to May 31, 2027, are necessary for this project to 
continue moving forward. The City of Unalaska and OCCP have also agreed in the value of OCCP 
providing written reports to the City regarding potential customers beginning on March 1, 2022. 
This is all outlined Amendments 3 to the PPA, which OCCP has already indicated its concurrence. 
A copy of Amendment 3 is attached.  

We have also worked with OCCP to develop Amendment 1 to the MOA to address the changes 
in PPA Amendment 3. A copy of Amendment 1 to the MOA is attached. Amendment 1 to the MOA 
will be signed after Council approves PPA Amendment 3.  
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FINANCIAL IMPLICATIONS: Primary financial implications of the PPA relate to the City’s cost of 
purchasing power, which goes unchanged with this this PPA Amendment. The 30 year PPA 
requires the City pay a fixed $16.3 million annually (with 1% annual increases), for a total of 
just under $567 million over 30 years. Our base load is currently 40 million kilowatt hours per 
year, but to make this economical we need near-full participation of current self-generators to get 
up to 90-100 million kilowatt hours per year. Although this extension will provide another year to 
prepare and potentially gain new customers, without more specifics about the geothermal project 
and its completion, it is unlikely we will be able to successfully market and sell more power. 
Ultimately, costs associated with the PPA will be passed along to the rate payers. Various 
scenarios were prepared analyzing these financial implications created from the PPA regarding 
the base load and the potential increased sales, and were provided to the Council during the PPA 
negotiation process.  

The PPA also commits the City to $5 million for upgrading the City distribution system, with 
OCCP committing $7 million, of the first $12 million necessary for upgrades. EPS’s interim 
Intertie report identifies rough order magnitude estimates for twelve separate upgrade 
projects totaling $16.25 million. As the design of the overall geothermal project progresses, 
some intertie projects may be modified, some new projects may be required and estimates may 
change. These projects will be necessary over the course of the next few construction seasons. 
Budgetary adjustments may be required to roll out these projects for necessary upgrades and to 
accommodate the reimbursement schedule as we implement the PPA.  

The uncertainty around the Geothermal Project, and the associated PPA and MOA amendments, 
poses challenges as the City plans for and invests in Capital Projects to support the electrical 
system. A budget amendment will likely be needed to adjust to the change in the cost share 
timing. The upcoming CMMP will be adjusted as well, especially as it pertains to the timing of 
OCCP’s cost share. The City’s focus now is the City’s portion of electrical system interconnection 
upgrades and extensions in order to provide service to new customers and to improve reliability 
to the City's electrical distribution system. These improvements are also required to accept and 
distribute energy from the Makushin geothermal plant. 

ALTERNATIVES: Council has two primary options on how to proceed with the Resolution 2022-
07 and the third PPA amendment. These include: 

1. Approve, thereby approving the third amendment to the PPA and authorizing the City
Manager to sign the Amendment; or

2. Disapprove, thereby disapproving the third amendment to the PPA.

LEGAL: City Attorney Brooks Chandler has been engaged in discussions with OCCP from the 
beginning and remains so. He was involved in finalizing the PPA, the amendments, as well as the 
finalizing of the referenced MOA and its amendments, all of which are attached to this memo. 

STAFF RECOMMENDATION: This amendment extends various deadlines in keeping with the 
extensions outlined in the previous amendments. These amendments do not change the 
underlying PPA prepared in accordance with Council directives and approved by Council in 
August of 2020. For these reasons, I recommend approval of this amendment. 

PROPOSED MOTION: I move to adopt Resolution 2022-07. 
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ATTACHMENTS: 

1. PPA between OCCP and City of Unalaska
2. PPA Amendment 1
3. MOA between OCCP and City of Unalaska
4. PPA Amendment 2
5. OCCP Request
6. PPA Amendment 3
7. MOA Amendment 1 



AMENDMENT NO. 3 

to 

POWER PURCHASEAGREEMENT 

BETWEEN 

CITY OF UNALASKA, a first-class Alaska municipal corporation 

AND 

OUNALASHKA / CHEN A POWER, LLC, an Alaska limited liability company 

For good and valuable consideration, the receipt of which is hereby acknowledged, the City 
of Unalaska, a first-class Alaska municipal corporation (Purchaser) and Ounalashka / Chena 
Power, LLC (Seller) a licensed Alaska limited liability company duly organized under the laws of 
the State of Alaska agree to amend that certain POWER PURCHASE AGREEMENT, dated 
August 31, 2020 (Agreement) as previously amended by Amendment No. 1 and Amendment No. 
2 as follows: 

llPage 

1. Paragraph l(e) is hereby amended to read as follows: 

( e) "Commercial Operation Deadline" means May 31, 2027 which is the date by 
which the Facility must have reached the Commercial Operations Date, or such 
other date as provided in this Agreement or as may be agreed to in a writing signed 
by both Parties. 

2. Paragraph 4(c) is hereby amended to read as follows : 

( c) Seller and Purchaser agree that the purpose and intent of this Agreement is 
dependent on the successful completion of the construction of the Facility/Facilities 
and the related achievement of the Commercial Operation Date by the Commercial 
Operation Deadline. As such, in the event that either; 1) Seller fails to obtain 
Project Financing by December 10, 2023; or 2) construction of the 
Facility/Facilities is at any time discontinued, abandoned or otherwise terminated 
by Seller in its sole discretion , or 3) Seller fails to provide written assurances to 
Purchaser that the Commercial Operation Deadline will be achieved in a form 
consistent with Prudent Utilities Practices, or 4) the Project fails to reach 
Commercial Operation by the Commercial Operation Deadline, then either Party 
may terminate this Agreement upon thirty (30) day's prior written notice to the 
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other party. In the event that a party elects to tenuinate this Agreement pursuant to 
this Section 4 (c), neither Seller nor Purchaser shall have any further liability and/or 
obligations to the other hereunder after the termination date, except for obligations, 

liabilities and/or duties that accrued prior to such termination or that survive such 
termination by the terms of this Agreement 

3. Paragraph l l(a) is hereby amended to read as follows: 

(a) The Parties shall agree to the Interconnection/Integration Plan a copy of 
which shall be attached to this Agreement by reference as Exhibit B, by January 1, 
2024. 

4. Paragraph 20(a) is hereby amended to read as follows: 

(a) Seller shall obtain a written commitment for Project Financing by 
12/10/2023. 

5. Paragraph 20(b) is hereby amended to read as follows: 

(b) The Parties shall negotiate in good faith to establish the Interconnection / 
Integration Plan" by January 1, 2024. The Interconnection/Integration Plan shall 
include but not be limited to; l) a mutually acceptable Delivery Point; 2) a location 

for new distribution and transmission equipment required to connect to the 
Purchasers existing City Distribution System at Project Capacity, and 3) locations 
for metering equipment. 

6. Paragraph 20(c) is hereby amended to read as follows: 

( c) Seller shall have provided Purchaser a utility easement allowing placement, 

maintenance and operation of all equipment and connections at 1) the Delivery 
Pojnt and 2) a location for new distribution and transmission equipment required to 

connect to the Purchasers existing City Distribution System at Project Capacity in 

a form reasonably satisfactory to Purchaser at no cost to Purchaser by January 1, 
2024. 

7. A new paragraph 2( e) is added to read as follows: 

( e) Commencing March 1, 2022 Seller shall use its best efforts to identify potential 
new customers within and outside Purchaser's existing service area who may be 
willing to receive electric service from Purchaser. Such efforts shall not, however, 

include offering such potential customers terms and conditions for electric service. 



Dated: 

Seller shall provide Purchaser with written reports on at least a quarterly basis 
containing the names and contact information for potential customers. 

7. Exhibit B is hereby amended to read as follows: 
Interconnection / Integration Plan 
[to be provided by the Parties by January 1, 20241 

8. No other provisions in the Agreement are altered by this amendment. 

In witness whereof, Seller and Purchaser have duly executed, delivered, and formed this 

3 through their authorized representatives, the effective date of which is 

·f-+-- • 2022 ("Effective Date"). 

---
3-11 _____ , 2022 

OC/CP, LLC: 

By: OUNALASHK.A CORPORATION, an 
Alaska business corporation 
Its Managing Member 

By A) a:t:zzk A. ~ 
Natalie Cale 
Its Interim Chief Executive Officer 

Dated: 3 / II . 2022 By~ cue. . J----- - ----

CITY: 

Dated: -1~ -1---J_} _ ___ . 2022 

3IPage 

Margaret A. Lek:anoff 
Its Secretary 

CITY OF UNALASKA, a first-class 
municipal corporation 

~~µ 
Its City Manager 
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