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PETERSURG BOROUGH
ELECTRIC UTILITY REVENUE BOND, 2022

Not to Exceed $7,800,000

ORDINANCE NO. 2022-01

AN ORDINANCE authorizing the issuance of electric utility revenue bonds of
Petersburg Borough Electric Utility (the “Electric Utility”) in an aggregate
principal amount not to exceed $7,800,000, to finance: (i) improvements to the
Electric Utility system’s Blind Slough plant and the Scow Bay Standby
Generation project, and to pay incidental costs incurred in connection with
carrying out such improvements (the “Project”); and (ii) to pay the costs incident
to financing the Project, including providing for a debt service reserve, if
necessary, and paying the costs of issuance of the bonds, all as authorized by
Ordinance No. 2021-12 of the Borough Assembly and ratified by the Borough’s
voters at an election held therein on October 5, 2021; authorizing the pledge
of Net Revenue of the Electric Utility to pay debt service on the bonds;
providing for the date, terms and covenants of the bonds; authorizing the sale
of the bonds to the Alaska Municipal Bond Bank on the terms and conditions
provided in this ordinance; and establishing an effective date.
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PETERSBURG BOROUGH, ALASKA
ORDINANCE NO.

AN ORDINANCE authorizing the issuance of electric utility revenue bonds of
Petersburg Borough Electric Utility (the “Electric Utility”) in an aggregate
principal amount not to exceed $7,800,000, to finance: (i) improvements to the
Electric Utility system’s Blind Slough plant and the Scow Bay Standby
Generation project, and to pay incidental costs incurred in connection with
carrying out such improvements (the “Project”); and (ii) to pay the costs incident
to financing the Project, including providing for a debt service reserve, if
necessary, and paying the costs of issuance of the bonds, all as authorized by
Ordinance No. 2021-12 of the Borough Assembly and ratified by the Borough’s
voters at an election held therein on October 5, 2021; authorizing the pledge
of Net Revenue of the Electric Utility to pay debt service on the bonds;
providing for the date, terms and covenants of the bonds; authorizing the sale
of the bonds to the Alaska Municipal Bond Bank on the terms and conditions
provided in this ordinance; and establishing an effective date.

WHEREAS, the Borough, dba Petersburg Borough Electric Utility, owns and operates an
municipal electric utility (the “Electric Utility”); and

WHEREAS, at an election held in the Borough on October 5, 2021, the number and
proportion of qualified electors of the Borough as required by law for the approval thereof voted
in favor of a proposition authorizing the issuance of revenue bonds of the Borough payable from
Net Revenue of the Electric Utility in a principal amount not to exceed $7,800,000 to finance costs
of (i) improvements to the Borough electric utility system’s Blind Slough plant and the Scow Bay
Standby Generation project, and to pay incidental costs incurred in connection with carrying out
such improvements (the “Project”); and (ii) to pay the costs incident to financing the Project,
including providing for a debt service reserve, if necessary, and paying the costs of issuance of
the Bonds, all as authorized by Ordinance No. 2021-12 of the Borough Assembly (the “Assembly”)
passed on August 16, 2021 (the “Election Ordinance”); and

WHEREAS, the Electric Utility is a Member Utility of the Southeast Alaska Power Agency
(“SEAPA”), and is a Purchasing Utility under a Long Term Power Sales Agreement (the “PSA”),
pursuant to which the Borough has covenanted that the payment obligations to SEAPA under the
PSA shall constitute an operating expense of the Electric Utility and shall have a priority pledge
of the revenues of the Electric Utility superior to any future debt obligations; and

WHEREAS, the Borough presently has outstanding no revenue bonds payable solely from
and having a priority lien on revenues of the Electric Utility, and the pledge set forth herein shall
have priority over any other pledge of such revenues, subject only to the costs of Operations and
Maintenance (as defined below), which include the payment obligations to SEAPA; and

WHEREAS, the Borough previously issued its Service Area 1 General Obligation Electric
Utility Refunding Bond, 2020 in an aggregate principal amount of $1,560,000, which was secured
by an additional pledge of revenues of the Electric Utility on a basis subordinate to the payment
of principal and interest on any subsequent issue of Electric Utility revenue bonds, such as the
Bonds authorized by this ordinance;
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WHEREAS, the Assembly wishes to authorize the issuance of not to exceed $7,800,000
principal amount of the revenue bonds authorized by the Election Ordinance and approved by the
Borough’s voters; and

WHEREAS, itis in the best interest of the Borough to sell the bonds, in one or more series,
to the Alaska Municipal Bond Bank (the “Bond Bank”) on the terms and conditions set forth herein
and in a loan agreement with the Bond Bank authorized by this ordinance to be entered into by
the Finance Director;

THE PETERSBURG BOROUGH ORDAINS, as follows:

Section 1. Definitions. As used in this ordinance, the following words have the
following meanings, unless a different meaning clearly appears from the context:“Adjusted Net
Revenue” means Net Revenue, plus withdrawals from the Rate Stabilization Account and less
deposits into the Rate Stabilization Account.

“Annual Debt Service” for any particular year means, for the Bonds, or of Future Parity
Bonds, as applicable, an amount equal to the sum of (i) all interest payable during such year in
respect of such outstanding bonds plus (ii) the Principal Installment or Installments due during
such year on such outstanding bonds, calculated on the assumption that bonds outstanding on
the day of calculation cease to be outstanding by reason of, but only by reason of, payment upon
maturity, or earlier mandatory redemption and application to such purposes of any Sinking Fund
Requirements, or payments into the Parity Bond Fund, required by the ordinance or resolution
authorizing issuance of such bonds. Annual Debt Service for each Fiscal Year shall be reduced
by subtracting the amount scheduled to be received by the Borough as a Tax Credit Subsidy
Bond Payment (if any) in each such Fiscal Year in respect of any Parity Bonds issued as Tax
Credit Subsidy Bonds.

“Assembly” means the Borough Assembly, the general legislative authority of the
Borough, as duly constituted from time to time, or any successor body.

“Average Annual Debt Service” means, in reference to any one or more series of Parity
Bonds, the sum of the Annual Debt Service due in each year, divided by the number of years that
such bonds are scheduled to remain outstanding.

“Bond” or “Bonds” means the Petersburg Borough, Alaska, Electric Utility Revenue Bond,
2022, in one or more series, in an aggregate principal amount not to exceed $7,800,000,
authorized to be issued and sold to the Bond Bank pursuant to this ordinance.

“‘Bond Bank” means the Alaska Municipal Bond Bank, a public corporation and
instrumentality of the State of Alaska, created pursuant to the provisions of Chapter 85, Title 44,
Alaska Statutes, as amended.

“Bond Bank Bonds” means bonds to be issued by the Bond Bank to provide funds to be
loaned to the Borough pursuant to the Loan Agreement.

“Bond Premium” means proceeds of the Bonds representing an allocation of the original
issue premium, if any, on the Bond Bank Bonds.
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“Bond Register” means the registration books for the Bonds maintained by the Registrar,
for the purpose of complying with the requirements of Section 149 of the Code and listing, inter
alia, the names and addresses of the Registered Owner of the Bonds.

“Borough” means the Petersburg Borough, Alaska, a home rule borough duly organized
and existing under the Constitution and laws of the State of Alaska and the Borough Charter.

“Code” means the federal Internal Revenue Code of 1986, as amended, together with
corresponding and applicable final, temporary or proposed regulations and revenue rulings issued
or amended with respect thereto by the United States Treasury Department or the Internal
Revenue Service, to the extent applicable to the Tax-Exempt Bond.

“Contract Resource Obligation” means an obligation of the Borough to make payments to
another person or entity for electric energy supply, transmission or other commaodity or service
relating to the Electric Utility, which obligation is designated as a Contract Resource Obligation
for purposes of Section 10 of this ordinance. The Long-Term Power Sales Agreement is
designated as a Contract Resource Obligation.

“Coverage Requirement” means that, in any Fiscal Year, Adjusted Net Revenue must at
least equal 1.25 times the Annual Debt Service due in that Fiscal Year on all Parity Bonds then
outstanding.

“Covered Bonds” means, collectively, those Parity Bonds that are designated by the
Borough in the ordinance authorizing their issuance as covered bonds, the payment of which is
secured by amounts on deposit in the Reserve Account within the Parity Bond Fund. The Bonds
authorized by this ordinance are designated as Covered Bonds.

“Debt Service Account” means the account of that name created within the Parity Bond
Fund pursuant to Section 6 of this ordinance.

“Election Ordinance” means Resolution No. 2021-12 of the Assembly, passed on August
16, 2021, and ratified by the Borough’s voters in an election held in the Borough on October 5,
2021.

“Electric_Utility” means the municipal light and power generation, transmission, and
distribution systems now belonging to, or which may hereafter belong to, Petersburg Borough
Electric Utility, as the same may be added to, improved, or extended from time to time, and
operated pursuant to chapter 3.40 of the Borough Code.

“Electric Fund” means the “Petersburg Borough Electric Utility Enterprise Fund” created
by Section 5 of this ordinance, into which fund all Gross Revenue must be paid.

“Finance Director” means the Finance Director of the Borough or the successor to the
duties of that office.

“Eiscal Year” means the Fiscal Year used by the Borough at any time. At the time of the
passage of this ordinance, the Fiscal Year is the twelve-month period beginning on July 1 and
ending on June 30 of each year.

“Future Parity Bonds” means any revenue bonds of the Borough, other than the Bonds,
the principal of and interest on which are payable out of money in the Petersburg Borough Electric
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Utility Enterprise Fund on a parity with the payments required to be made into the Parity Bond
Fund in respect of the Bonds and any Outstanding Parity Bonds.

“Government Obligations” means any bonds or other obligations that, as to principal and
interest, constitute direct obligations of, or are unconditionally guaranteed by, the United States
of America.

“Gross Revenue” means all of the earnings and revenues of any kind or nature received
by the Borough from the operation and maintenance of the Electric Utility. Gross Revenue
excludes: (1) revenues from assessments collected in any local improvement district or utility local
improvement district; (2) amounts collected in respect of municipal utility taxes or payments in lieu
of taxes; (3) proceeds of grants from the federal, state, or local governments; (4) gifts to the
Electric Utility for capital purposes; (5) proceeds from the sale of Borough or Electric Utility
property; (6) proceeds of Borough or Electric Utility obligations; (7) earnings or proceeds from any
investments in any trust, defeasance or escrow fund created to defease or refund Electric Utility
obligations until commingled with other earnings and revenues of the Electric Utility; (8) insurance
proceeds compensating the Borough for the loss of a capital asset or the proceeds of any liability
or other insurance (excluding business interruption insurance or other insurance of like nature
insuring against the loss of revenues); and (9) Tax Credit Subsidy Payments.

“Issue Date” means, with respect to any Series of Bonds, the date of initial issuance and
delivery of such Series to the Purchaser in exchange for the purchase price of such Series.

“‘Loan Agreement” means each Loan Agreement by and between the Borough and the
Bond Bank authorized to be entered into pursuant to this ordinance.

“Long-Term Power Sales Agreement” means the agreement pursuant to which the Electric
Utility acquires power from SEAPA, dated as of February 19, 2009, as it may be amended,
extended or revised from time to time.

“‘Maximum Annual Debt Service” means with respect to any one or more series of Parity
Bonds, the maximum amount of Annual Debt Service that shall become due in any Fiscal Year.

“Net Revenue” means all Gross Revenue less the Operation and Maintenance Expense.

“Operation and Maintenance Expense” means all reasonable expenses incurred by the
Borough in causing the Electric Utility to be operated and maintained in good repair, working order
and condition and properly treated as maintenance and operation expenses under generally
accepted accounting principles applicable to similar municipal utilities, including: payments due
under Contract Resource Obligations; all payments made to another person or agency for
acquisition of electric energy; any deposits, premiums, assessments or other payments for
insurance, if any, on the Electric Utility; amounts paid in respect of Electric Utility employee
pensions and post-employment benefits (if any); and overhead and administration expenses
allocated to the Electric Utility. Operation and Maintenance Expenses excludes: non-cash
accounting items (e.g., depreciation, amounts treated as expenses under accounting guidelines
with respect to unfunded contributions to pension or other post-employment benefit plans, non-
exchange financial guarantees, environmental liabilities, and similar items); payments on
contracts for the acquisition of electric energy or capability under which no energy has been
furnished to the Borough (other than payments under Contract Resource Obligations); and any
amounts paid in respect of municipal utility taxes or payments in lieu of taxes.
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“Outstanding Parity Bonds” when used in reference to a particular date (or series of Parity
Bonds), Outstanding Parity Bonds shall mean those Parity Bonds that are outstanding as of that
date (or as of the issue date of such series).

“Parity Bond Fund” means the Electric Utility Parity Bond Fund created pursuant to
Section 6 of this ordinance to pay and secure the payment of the Bonds and any Future Parity
Bonds, which is divided into a Debt Service Account and a Debt Service Reserve Account.

“Parity Bonds” means the Bonds and any Future Parity Bonds.

“Parity Conditions” means the conditions required to be met for the issuance of Future
Parity Bonds having a lien and charge on Net Revenue equal to that of the Bonds, as set forth in
Section 11 of this ordinance, which is incorporated herein by this reference.

“Permitted Investments” means any investment that is a legal investment for the money
of the Borough at the time of such investment.

“Principal Installment” means, as of any date of calculation and with respect to any one or
more series of Parity Bonds, the principal amount of bonds of such series due on a certain future
date, plus the amount of any Sinking Fund Requirement due on that date in respect of bonds of
such series that are Term Bonds.

“Project” means the design, acquisition, construction, and maintenance of improvements
to the Borough electric utility system’s Blind Slough plant and the Scow Bay Standby Generation
project, and the incidental costs incurred in connection with carrying out such improvements, as
authorized by the Election Ordinance.

“Project Funds” means the Blind Slough Hydro System Upgrade Capital Project Fund and
the Standby Diesel Generator Capital Project Fund created in the Electric Fund for the payment
of the costs of the Project.

“Purchaser” means the Bond Bank.

“Qualified Insurance” means any unconditional municipal bond insurance policy or surety
bond issued by any insurance company licensed to conduct an insurance business in any state
of the United States or by a service corporation acting on behalf of one or more such insurance
companies, which insurance company or service corporation is rated, at the time of issuance of
such policy or surety bond, in one of the two highest rating categories by Moody’s Investors
Service, Standard & Poor’s Ratings Services, and any other rating agency then maintaining a
rating on the Bonds, provided, that, as of the time of issuance of such policy or surety bond, such
insurance company or companies maintain a policy owner’s surplus in excess of $500,000,000.

“Qualified Letter of Credit” means any irrevocable letter of credit issued by a bank for the
account of the Borough and for the benefit of the owners of Parity Bonds, provided that such bank
maintains an office, agency or branch in the United States, and provided further, that, as of the
time of issuance of such letter of credit, such bank is rated, at the time such letter of credit is
issued, in one of the two highest rating categories (without regard to gradations) by Moody’s
Investors Service, Standard & Poor’s Ratings Service, and any other nationally recognized rating
agency.
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“Rate Stabilization Account” means the account of that name in the Electric Fund,
established pursuant to Section 9 of this ordinance.

“Registrar” means the Finance Director, for the purposes of registering and authenticating
the Bonds, maintaining the Bond Register, and paying principal of and interest on the Bonds.

“‘Reqistered Owner” means the person in whose name each Bond is registered on the
Bond Register, initially the Bond Bank.

“‘Reserve Account” means the Debt Service Reserve Account established pursuant to
Section 6 of this ordinance.

“‘Reserve Requirement” means, with respect to all outstanding Covered Parity Bonds, the
sum of the Reserve Requirements established in the authorizing ordinance for each series of
Covered Parity Bonds then outstanding, provided that the aggregate Reserve Requirement for all
Covered Parity Bonds shall not exceed the Tax Maximum. With respect to the Bonds, the Reserve
Requirement shall be calculated as of the Issue Date, shall not exceed the Tax Maximum, and
shall be equal to the least of Maximum Annual Debt Service on the Bonds, 125% of the Average
Annual Debt Service on the Bonds, or 10% of the proceeds of the Bonds.

“‘Rule” means the SEC’s Rule 15¢2-12 under the Securities Exchange Act of 1934.

“SEAPA” means the joint action agency known as the Southeast Alaska Power Agency,
created pursuant to Title 42, Chapter 45, Article 5 of the Alaska Statutes and the Third Amended
and Restated Joint Action Agency Agreement by and among the Electric Utility and other Member
Utilities (as such other parties are identified therein), dated as of February 24, 2009, as the same
may be amended from time to time in accordance with its terms, or any successor agency.

“SEC” means the Securities and Exchange Commission.

“Sinking Fund Requirement” means, for any Fiscal Year, the principal portion (and
required redemption premium, if any) of any Term Bond that is required to be purchased,
redeemed, or paid at maturity, as established in the applicable Loan Agreement or bond purchase
contract.

“Subordinate Bonds” means any electric revenue bonds or obligations payable from the
Electric Fund having a charge and lien on the Net Revenue subordinate to the charge and lien on
the Net Revenue of the Parity Bonds.

“Tax Certificate” means the certificate executed by the Finance Director with respect to
federal tax matters relating to Bonds issued as a Tax-Exempt Bonds or Tax-Credit Subsidy
Bonds, in accordance with Section 16 of this ordinance.

“Tax Credit Subsidy Bond” means any bond that is designated by the Borough as a Tax
Credit Subsidy Bond, pursuant to Section 54AA of the Code or any substantially similar taxable
tax credit bond program, and which is further designated by the Borough as a “qualified bond”
with respect to which the Borough is eligible to receive a tax credit payable by the United States
Treasury to the Borough under Section 6431 or a substantially similar provision of the Code.
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“Tax Credit Subsidy Bond Payments” means those amounts which the Borough is entitled
to receive from the United States Treasury in respect of any bonds issued as Tax Credit Subsidy
Bonds.

“Tax Maximum” means the maximum dollar amount permitted by the Code to be allocated
to a debt service reserve account from bond proceeds of Tax-Exempt Bonds or Tax Credit
Subsidy Bonds without requiring a balance to be invested at a restricted yield.

“Taxable Bond” means a series of the Bonds issued with interest that is not intended to
be excludable from gross income for federal income tax purposes.

“Tax-Exempt Bond” means a series of the Bonds issued with interest that is intended to
be excludable from gross income for federal income tax purposes.

“Term Bond” means any Parity Bond identified as such in the ordinance or resolution
authorizing the issuance thereof that is issued subject to mandatory redemption in periodic
Sinking Fund Requirements prior to its maturity date.

Section 2. Authorization for the Bonds. The Borough shall issue and sell not to
exceed $7,800,000 principal amount of the Electric Utility revenue bonds authorized by the
Election Ordinance and approved by the Borough’s voters at an election held on October 5, 2021,
to finance a portion of the cost of the Project and to pay costs of issuance of the bonds, all as
authorized by the Election Ordinance. The bonds shall be issued and sold to the Bond Bank in a
tax-exempt series and/or a taxable series, each as a single bond (the “Tax-Exempt Bond” and/or
the “Taxable Bonds,” as applicable). The aggregate principal amount of the Bonds shall not
exceed $7,800,000. Each Bond will be identified as “Petersburg Borough, Alaska, Electric Utility
Revenue Bond, 2022” (with an additional series designation, if necessary). The Bonds will be
dated as established in accordance with this ordinance and the Loan Agreement, will mature on
the date or dates, will be fully registered as to both principal and interest, will be numbered in such
manner and with such series designation as the Registrar shall determine, will bear interest at the
rate or rates and be payable on the dates and in the principal amounts as established in
accordance with this ordinance. Interest on the Bonds will be computed on the basis of a 360-day
year consisting of twelve 30-day months.

Section 3. Registration, Payment and Transfer. The Finance Director shall act as
authenticating agent, transfer agent, paying agent and registrar for the Bonds (collectively, the
“Registrar”). Both principal of and interest on the Bonds shall be payable in lawful money of the
United States of America. Interest on the Bonds shall be paid by check or draft of the Registrar
mailed (on the date such interest is due) to the Registered Owner or nominee at the addresses
appearing on the Bond Register on the fifteenth day of the month preceding each interest payment
date. Principal of the Bonds shall be payable upon presentation and surrender of the Bond to the
Registrar by the Registered Owner or nominee at the office of the Registrar in Petersburg, Alaska.
Notwithstanding the foregoing, if the Bonds are sold to the Bond Bank pursuant to the provisions
of Section 20 of this ordinance, and for so long as the Bond Bank is the owner of the Bonds,
payments of principal of and interest on the Bonds shall be made to the Bond Bank in accordance
with the applicable Loan Agreement.

Bonds may be transferred only on the Bond Register maintained by the Registrar for that
purpose upon the surrender thereof by the Registered Owner or nominee or his or her duly
authorized agent and only if endorsed in the manner provided thereon, and thereupon a new fully
registered Bond of like series, principal amount, maturity and interest rate shall be issued to the
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transferee in exchange therefor. Upon surrender thereof to the Registrar, a Bond is
interchangeable for a bond or bonds (in denominations of $5,000 or any integral multiple thereof)
of an equal aggregate principal amount and of the same series, interest rates, and principal
payment amounts as the Bond. Such transfer or exchange shall be without cost to the Registered
Owner or transferee. The Borough may deem the person in whose name a Bond is registered to
be the absolute owner thereof for the purpose of receiving payment of the principal of and interest
on that Bond and for any and all other purposes whatsoever.

Section 4. Prepayment. Provisions for the optional prepayment of some or all
principal installments of a Bond may be established as set forth in the applicable Loan Agreement
executed pursuant to Section 20. Portions of the principal amount of a Bond, in increments of
$5,000 or any integral multiple of $5,000, may be prepaid.

So long as the Bond Bank is the owner of a Bond, notice of prepayment shall be given
according to the terms of the Loan Agreement. If the Bond Bank is not the owner of a Bond, notice
of prepayment thereof shall be given not less than 20 nor more than 60 days prior to the date
fixed for prepayment by first class mail, postage prepaid, to the Registered Owner of the Bond at
the address appearing on the Bond Register. The requirements of this section shall be deemed
complied with when notice is mailed as herein provided, regardless of whether it is actually
received by the owner of the Bond. Each official notice of prepayment shall be dated and shall
state: (i) the prepayment date, (ii) the prepayment price or prepayment premium, if any, payable
upon such prepayment; (iii) if less than all of an installment of principal is to be prepaid, the
principal amount to be prepaid (which must be an integral multiple of $5,000); (iv) that the interest
on the Bond, or on the principal amount thereof to be prepaid, designated for prepayment in such
notice, shall cease to accrue from and after such prepayment date; and (v) that on such date
there will become due and payable on the Bond the principal amount thereof to be prepaid and
the interest accrued on such principal amount to the prepayment date.

Section 5. Petersburg Borough Electric Utility Enterprise Fund.

(@) Thereis created a special enterprise fund of the Borough known as the “Petersburg
Borough Electric Utility Enterprise Fund” (the “Electric Fund”). This fund is authorized to be
established and shall be maintained at least so long as the Bonds and any Future Parity Bonds
remain outstanding.

(b)  The Electric Fund is created to account for revenues and expenditures of the
Electric Utility within the utility department. Electric Utility revenues and expenditures will be
accounted for separately within the enterprise fund. The Electric Fund is created for the purpose
of depositing as collected all Gross Revenue of the Electric Utility (except the interest earned and
income derived from investments of money in bond redemption funds and the accounts therein)
and for paying the direct operating expenses and other expenses of the enterprise, such as debt
retirement and providing for the establishment of an enterprise fund replacement reserve account
for major maintenance and repairs.

(c) The Electric Fund shall be held separate and apart from all other funds and
accounts of the Borough, and the funds deposited in the Electric Fund shall be used only for the
following purposes and in the following order of priority:

Q) To pay the Operation and Maintenance Expense;
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(2) To make, when due, all payments required to be made into the Debt Service
Account within the Parity Bond Fund to pay the principal of and interest on all Parity Bonds,
including all Sinking Fund Requirements;

3 To make all payments required to be made pursuant to a reimbursement
agreement (or other equivalent document) with any provider of Qualified Insurance or a Qualified
Letter of Credit; provided, however, that if there is not sufficient money to make all payments
under reimbursement agreements with more than one such provider, the payments will be made
on a pro rata basis;

(4) To make all payments required to be made into the Reserve Account in respect
of Covered Parity Bonds;

5) To make all payments required to be made into any revenue bond redemption
fund, revenue warrant redemption fund, debt service account, reserve account, or sinking fund
account created to pay and secure the payment of the principal of and interest on any Subordinate
Bonds;

(6) To make all payments required to be made in in order to pay principal of and
interest on any general obligations of the Borough to which the Net Revenue of the Electric Utility
has been pledged;

@) To any of the following purposes, without order of priority: to retire by
redemption or purchase in the open market any outstanding revenue bonds or revenue warrants
of the Electric Utility; to make necessary additions, betterments, improvements and repairs to or
extensions and replacements of the Electric Utility; to pay any municipal taxes or payments in lieu
of taxes; or for any other lawful Borough purposes.

Section 6. Parity Bond Fund.

(@) Parity Bond Fund and Accounts Therein. A special fund of the Borough known as
the “Petersburg Borough Electric Utility Revenue Parity Bond Fund” (the “Parity Bond Fund”) is
hereby created and is to be maintained so long as the Bonds and any Future Parity Bonds remain
outstanding. The Parity Bond Fund shall be divided into a Debt Service Account and a Reserve
Account, which are authorized to be created therein. The Parity Bond Fund shall be drawn upon
for the sole purpose of paying the principal of (including any Sinking Fund Requirements and
redemption premium, if any) and interest on Parity Bonds as the same shall become due and
payable.

(b)  Payments into the Debt Service Account. The Borough hereby obligates and binds
itself irrevocably to set aside and pay into the Debt Service Account out of money in the Electric
Fund, on or before the date due, the amounts necessary to pay the principal of, premium, if any,
and interest on the Bonds as the same become due and payable. If there is a deficiency in the
Debt Service Account for such purpose, the Borough shall make up such deficiency from the
Reserve Account by the withdrawal of cash therefrom for that purpose, and, if necessary, by sale
or redemption of any authorized investments in such amount as will provide cash in the Reserve
Account sufficient to make up any such deficiency. Money in the Debt Service Account shall be
held for the benefit of the owners of all Parity Bonds then outstanding and payable equally and
ratably and without preference or distinction as between different series, installments, or
maturities.
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(© Reserve Account. The Borough covenants that it will at all times maintain an
amount in the Reserve Account sufficient to satisfy the Reserve Requirement with respect to the
Covered Parity Bonds. For so long as the Bonds are held by the Bond Bank, the Reserve Account
may be held by the trustee for the Bond Bank consistent with the terms Loan Agreement.
Whenever there is a sufficient amount in the Parity Bond Fund, including all accounts therein, to
pay the principal of, premium, if any, and interest on all Covered Parity Bonds then outstanding,
the money in the Reserve Account may be used to pay the principal of, premium, if any, and
interest on the Covered Parity Bonds, after all funds available for such purpose in the Debt Service
Account have been so used. Money in the Reserve Account may also be withdrawn to redeem
and retire, and to pay the premium, if any, and interest due to such date of redemption, of the
Covered Parity Bonds, so long as the money remaining on deposit in the Reserve Account is at
least equal to the Reserve Requirement determined with respect to such Covered Parity Bonds.
If there is a deficiency in the Debt Service Account to pay any maturing installment of principal of
or interest on any Covered Parity Bond, or to pay any Sinking Fund Requirement with respect
thereto, such deficiency shall be made up by withdrawal of money from the Reserve Account.
Any deficiency created in the Reserve Account by reason of any such withdrawal shall then be
made up out of Net Revenue after making necessary provision for the payments required to be
made by Section 5(c)(1) through (3) of this ordinance.

(d) Reserve Insurance or Surety Policy. The Borough may substitute Qualified
Insurance or a Qualified Letter of Credit for amounts required to be paid into or maintained in the
Reserve Account. Such Qualified Letter of Credit or Qualified Insurance shall not be cancelable
on less than five years notice. In the event of any cancellation, the Reserve Account shall be
funded in accordance with the provisions of this section providing for payment in the event of a
deficiency therein, calculated as if the Parity Bonds that remain outstanding had been issued on
the date of such notice of cancellation.

(e) Investment of Reserves. Money in the Reserve Account may be kept in cash or
invested in any Permitted Investments. Interest earned on any such investments and/or any
profits realized from the sale thereof shall be deposited in and become a part of the Parity Bond
Fund.

() Lien of Bonds. The amounts pledged by this ordinance to be paid out of the Electric
Fund into the Parity Bond Fund (and the Debt Service Account and Reserve Account therein) are
hereby declared to be a prior lien and charge upon all the money in the Electric Fund superior to
all other charges of any kind or nature except the charges required to pay the Operation and
Maintenance Expense and equal in rank to the charges necessary to pay the principal of,
premium, if any, and interest on any Future Parity Bonds.

(g) Due Regard. The corporate authorities of the Borough hereby declare, in fixing the
amounts to be paid into the Parity Bond Fund, that they have exercised due regard to the
Operation and Maintenance Expense and the amounts necessary to pay the principal of and
interest on the Outstanding Parity Bonds and the Bonds, and have not obligated the Borough to
set aside and pay into the Parity Bond Fund a greater amount of the Gross Revenue than in their
judgment will be available over and above the Operation and Maintenance Expense and the
charges necessary to pay and secure the payment of the principal of and interest on the
Outstanding Parity Bonds.

Section 7. Security for the Bonds. The Bonds shall be designated as Parity Bonds
and shall be a special limited obligation of the Borough payable from and secured solely by the
Net Revenue of the Electric Utility and by money in the Debt Service Account of the Parity Bond
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Fund. The Bonds are hereby designated as Covered Parity Bonds are further secured by money
in the Reserve Account. The Net Revenue is pledged to make the payments into the Parity Bond
Fund and the accounts therein as required by Sections 5 and 6 of this ordinance, which pledge
shall constitute a lien and charge upon such Net Revenue prior and superior to all other charges
whatsoever. Each Series of the Bonds designhated as Parity Bonds shall be issued on parity with
all Future Parity Bonds, without regard to date of issuance or authorization and without preference
or priority of right or lien. The Bonds shall not constitute general obligations of the Borough, the
State, or any political subdivision of the State or a charge upon any general fund or upon any
money or other property not specifically pledged by this ordinance.

Section 8. Covenants. The Borough hereby covenants with the owner of the Bonds
as follows:

(8) Rate Covenant. That it will establish, fix, prescribe, and collect rates and charges
for the sale or use of electric power and energy service or other services of the Electric Utility that,
together with other income thereof, are reasonably expected to yield Net Revenue equal to at
least 1.25 times the Annual Debt Service on the Parity Bonds (the “Coverage Requirement”) for
the forthcoming Fiscal Year. Promptly upon any material change in the circumstances that are
contemplated at the time such rates and charges were most recently reviewed, but not less
frequently than once in each Fiscal Year, the Borough shall review the rates and charges for
services of the Electric Utility and shall promptly (and in any event no later than 180 days after
the end of each Fiscal Year) revise such rates and charges as necessary to comply with the
foregoing requirement, provided that such rates and charges shall in any event produce money
sufficient to enable the Borough to comply with all of its covenants under this ordinance.

(b)  Maintain in Good Order. That it will at all times maintain and keep Electric Utility
and all additions and improvements thereto and extensions thereof in good repair, working order
and condition, and will at all times operate such utilities and the business in connection therewith
in an efficient manner and at a reasonable cost.

(c)  Sale or Disposition.

Q) That it will not sell or otherwise dispose of all of the properties of the Electric
Utility unless provision is made for payment into the Parity Bond Fund of a sum sufficient to pay
the principal and interest of all the outstanding Parity Bonds in accordance with the terms thereof,
nor will it sell or otherwise dispose of any single utility or utilities or any portion thereof unless
provision is made for payment into the Parity Bond Fund of one of the following (as the Assembly
may determine in its sole discretion):

(A) an amount that will be in the same proportion of the net principal
amount of Parity Bonds then outstanding (defined as the total principal amount of such bonds
then outstanding less the amount of cash and investments in the Parity Bond Fund) that the Gross
Revenue attributable to the portion of the Electric Utility to be sold or disposed of for any
consecutive 36 of the 48 months preceding such sale or disposition bears to total Gross Revenue
for such period; or

(B) an amount that will be in the same proportion of the net principal
amount of Parity Bonds then outstanding (as defined above) that the Net Revenue attributable to
the portion of the Electric Utility to be sold or disposed of for any consecutive 36 of the 48 months
preceding such sale or disposition bears to total Net Revenue for such period; or
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© an amount that will be in the same proportion to the net principal
amount of Parity Bonds then outstanding (as defined above) that the book value of the portion of
the Electric Utility sold or disposed of bears to the book value of all of the Electric Utility
immediately prior to such sale or disposition.

Any such money so paid into the Parity Bond Fund shall be used to retire Parity Bonds at
the earliest possible date; provided, however, notwithstanding the foregoing provisions to the
contrary, the Borough may sell or otherwise dispose of any of the works, plant, properties and
facilities of the Electric Utility or any real or personal property comprising a part of the same with
a value less than 5% of the net utility plant of the Electric Utility or which shall have become
unserviceable, inadequate, obsolete or unfit to be used in the operation of the Electric Utility, or
no longer necessary, material to or useful in such operation, without making any deposit into the
Parity Bond Fund.

(2) The Borough may sell or otherwise dispose of any portion of the utility
(i) without making a deposit into the Parity Bond Fund (as otherwise required by subsection (c)(1)
of this section) if such sale or disposition would not reduce Net Revenue below the amounts
required to satisfy the Coverage Requirement; or (ii) with a deposit into the Parity Bond Fund
smaller than that otherwise required by subsection (c)(1) if such smaller deposit would reduce
Annual Debt Service sufficiently, following such sale or disposition, to permit the Borough to
satisfy the Coverage Requirement.

(d)  Annual Audit. That it will within a period of 270 days following the close of each
Fiscal Year cause an audit of the books and accounts of the Electric Utility to be made by an
independent certified public accountant or firm of certified public accountants, which audit shall
show the income and expenditures of the Electric Utility, the balance sheet as of the end of such
Fiscal Year, comments in regard to the manner in which the Borough has carried out the
requirements of this ordinance, a list and amount of insurance policies in force on any part of the
Electric Utility, the number of electric customers in the aggregate and by customer classifications,
if applicable (i.e., residential, commercial, etc.).

(e) Insurance. That it will at all times carry fire and extended coverage, commercial
general liability and property damage and such other forms of insurance with responsible insurers
and with policies payable to the Borough on such of the buildings, equipment, works, plants,
facilities and properties of the Electric Utility as are ordinarily carried by municipal or privately
owned utilities engaged in the operation of like systems, and against such claims for damages as
are ordinarily carried by municipal or privately owned utilities engaged in the operation of like
systems, or it will self-insure or will participate in an insurance pool or pools with reserves
adequate, in the reasonable judgment of the Borough, to protect Electric Utility and the owners of
the Parity Bonds against loss.

() No Free Service. That it will not furnish electric service to any customer whatsoever
free of charge. This restriction does not apply to electric service furnished to the Borough or its
departments for their own use.

Section 9. Rebate Account. The Finance Director is authorized to establish and
maintain a special fund or account for the purpose of complying with the tax covenants set forth
in Section 16 of this ordinance relating to arbitrage rebate requirements. All earnings from the
investment of Tax-Exempt Bond proceeds, or money treated as Tax-Exempt Bond proceeds
under the Code, including money in the Reserve Account and allocated to a Tax-Exempt Series
of Bonds, in excess of the earnings invested at the yield on such Bonds determined under the
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Code, shall be deposited in such fund or account, and any earnings therefrom shall be retained
therein until required by the Code to be paid to the United States government or until it shall be
determined that such money is not required to be so paid. Such fund or account shall be a trust
fund established for the benefit of the United States government.

Section 10. Rate Stabilization Account. The Finance Director may, at any time
consistent with the flow of funds set forth in Section 5 of this ordinance, deposit Net Revenue (and
any other available money of the Borough, excluding principal proceeds of any Future Parity
Bonds or other borrowing) into the Rate Stabilization Account. The Borough may, upon
authorization by ordinance, at any time withdraw money from the Rate Stabilization Account for
inclusion in the Adjusted Net Revenue for the current Fiscal Year, except that the total amount
withdrawn from the Rate Stabilization Account in any Fiscal Year may not exceed an amount
equal to the total debt service of the Electric Utility in that year. Such deposits or withdrawals may
be made up to and including the date 90 days after the end of the Fiscal Year for which the deposit
or withdrawal will be included as Adjusted Net Revenue. Earnings from investments in the Rate
Stabilization Account shall be retained in that account and shall not be included as Net Revenue
unless and until withdrawn from that account as provided herein. The Borough may deposit
earnings from investments in the Rate Stabilization Account into any Electric Utility fund or
account as authorized by ordinance, and such deposits shall be included as Adjusted Net
Revenue in the year of deposit. No deposit of Net Revenue shall be made into the Rate
Stabilization Account to the extent that such deposit would prevent the Borough from meeting the
Coverage Requirement in the relevant Fiscal Year.

Section 11. Contract Resource Obligations. The Borough may at any time enter into
one or more Contract Resource Obligations for the acquisition, from facilities to be constructed,
of electric energy supply, transmission or other commodity or service relating to the Electric Utility.
The Borough may determine that, and may agree under a future Contract Resource Obligation to
provide that, all payments under that Contract Resource Obligation (including payments prior to
the time that electric energy supply or transmission or other commodity or service is being
provided, or during a suspension or after termination of supply or service) shall be Operation and
Maintenance Expenses if the payments required to be made under the Contract Resource
Obligation are not subject to acceleration and the following additional requirements are met at the
time such a Contract Resource Obligation is entered into or is deemed to be a Contract Resource
Obligation hereunder:

(@) No event of default has occurred and is continuing under the terms of any debt
obligation of the Borough in respect of the Electric Utility; and

(b)  There shall be on file a certificate of an independent licensed professional engineer
or engineering firm stating that in such licensed professional’s opinion:

(2) the payments to be made by the Borough in connection with the Contract
Resource Obligation are reasonable for the supply or transmission rendered,;

(2) the source of any new supply, and any facilities to be constructed to provide
the supply or transmission, are sound from an electric energy or other commodity supply or
transmission planning standpoint, are technically and economically feasible in accordance with
prudent utility practice, and are likely to provide supply or transmission no later than a date set
forth in the independent licensed professional engineer's certification; and
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3 the Net Revenue of the Electric Utility will be sufficient to meet the Coverage
Requirement for each of the five Fiscal Years following the year in which the Contract Resource
Obligation is incurred, where the calculation of Net Revenue: (i) takes into account the
adjustments to Net Revenue permitted under the Parity Conditions; and (ii) adjusts the Operation
and Maintenance Expense by the independent licensed professional engineer's estimate of the
payments to be made in accordance with the Contract Resource Obligation.

(c)  The Borough’s obligations to SEAPA under the Long-Term Power Sales Agreement
is a Contract Resource Obligation.

(d)  Nothing in this section shall prevent the Borough from entering into other
agreements for the acquisition of electric energy supply, transmission or other commodity or
service relating to the Electric Utility from existing facilities and from treating those payments as
Operation and Maintenance Expenses. Nothing in this section shall prevent the Borough from
entering into other agreements for the acquisition of electric energy supply, transmission or other
commodity or service from facilities to be constructed and from agreeing to make payments with
respect thereto, such payments constituting a lien and charge on the Net Revenue of the Electric
Utility subordinate to that of the Parity Bonds.

Section 12. Future Parity Bonds; Parity Conditions. The Borough hereby covenants
and agrees with the owner of the Bonds for as long as they remain outstanding that the Borough
will not create any special fund or funds for the payment of any other electric, light, and power
revenue bonds that will rank on a parity with or have any priority over the payments out of the
Petersburg Borough Electric Utility Enterprise Fund into the Parity Bond Fund (including the Debt
Service Account and the Reserve Account therein). The Borough reserves the right, for the
purpose of refunding any outstanding bonds that are a lien upon the Net Revenue, or for the
purpose of acquiring, constructing and installing additions and improvements to and extensions
of and making necessary replacements or other capital improvements to Electric Utility, to issue
Future Parity Bonds and to pay into the Parity Bond Fund amounts from the Petersburg Borough
Electric Utility Enterprise Fund sufficient to pay the principal of, premium, if any, and interest on
such bonds, and to maintain an adequate reserve therefor, which payments may rank equally
with the payments out of the Petersburg Borough Electric Utility Enterprise Fund into the Parity
Bond Fund, upon compliance with the following conditions:

() At the time of the issuance of such Future Parity Bonds there may be no
deficiency in the Parity Bond Fund or any accounts therein.

(2) If such Future Parity Bonds are to be designated as Covered Parity Bonds, the
ordinance authorizing their issuance must provide that funds sufficient to satisfy the Reserve
Requirement for those Future Parity Bonds is to be deposited into the Reserve Account (i) out of
the proceeds of the Future Parity Bonds, and/or (ii) from Net Revenue or other sources legally
available therefor, in no more than 60 substantially equal monthly installments, with the first
installment to be made one month after the issuance of the Future Parity Bonds. The Reserve
Requirement may also be satisfied, in whole or in part at any time, by Qualified Insurance or a
Qualified Letter of Credit.

3) So long as the Bonds remain outstanding, prior to the delivery of any Future
Parity Bonds the Borough shall have on file in the office of the Borough Clerk either:

(A) a certificate of the Finance Director of the Borough, supported by
the Electric Utility financial statements, demonstrating that the Adjusted Net Revenue of the
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Electric Utility for any twelve consecutive months out of the 24 months preceding the dated date
of the proposed Future Parity Bonds will be sufficient to satisfy the Coverage Requirement with
respect to the Parity Bonds then outstanding, plus the Future Parity Bonds proposed to be issued;
or

(B) a certificate of an independent professional engineer or certified
public accountant dated not earlier than 90 days prior to the date of delivery of such Future Parity
Bonds and showing that for each calendar or Fiscal Year after the issuance of such Future Parity
Bonds, the Adjusted Net Revenue (determined and further adjusted as provided in this paragraph)
will equal at least the Coverage Requirement for all Parity Bonds then outstanding, plus the Future
Parity Bonds proposed to be issued. For purposes of this calculation, the Adjusted Net Revenue
shall be the Adjusted Net Revenue for a period of any twelve consecutive months out of the 24
months immediately preceding the date of delivery of such proposed Future Parity Bonds as
adjusted by such engineer or accountant to take into consideration changes in Net Revenue
estimated to occur under one or more of the following conditions for each year after such delivery
for so long as any Parity Bonds, including the Future Parity Bonds proposed to be issued, shall
be outstanding:

(i) any increase or decrease in Net Revenue that would result if any
change in rates and charges adopted prior to the date of such certificate
and subsequent to the beginning of such 12-month period had been in
force during the full 12-month period;

(i) any increase or decrease in Net Revenue estimated by such engineer
or accountant to result from any additions, betterments and
improvements to and extensions of any facilities of the Electric Utility
that (a) became fully operational subsequent to the beginning of such
12-month period, (b) were under construction at the time of such
certificate, or (c) will be constructed from the proceeds of the Future
Parity Bonds to be issued;

(i) the additional Net Revenue that would have been received if any
customers added to the Electric Utility subsequent to the beginning of
such 12-month period were customers for the entire period.

A certificate delivered by an engineer or accountant shall be based upon, and shall have
attached thereto, financial statements of the Electric Utility, certified by the Finance Director,
showing income and expenses for the period upon which the same is based.

The certificate or certificates delivered pursuant to this subsection shall be conclusive and
the only evidence required to show compliance with the provisions and requirements of this
subsection.

4) Notwithstanding the foregoing requirements, if Future Parity Bonds are to be
issued for the purpose of refunding at or prior to their maturity any part or all of then outstanding
Parity Bonds and the issuance of such refunding bonds results in a debt service savings and does
not require an increase of more than $5,000 in any year for Annual Debt Service on such refunded
bonds, the certificate or certificates required by subsection (3) of this section need not be
obtained.
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Section 13. Subordinate Bonds. Nothing contained in this ordinance shall prevent the
Borough from issuing utility revenue bonds or warrants that are a charge upon the Net Revenue
of the Electric Utility or the money in the Electric Fund junior or inferior to the payments to be
made into the Parity Bond Fund, or from issuing such bonds or warrants to refund maturing bonds
or warrants for the payment of which money is not otherwise available.

Section 14. Form and Execution of Bond.

(@) Form of Bond; Signhatures and Seal. The Bond shall be prepared in a form
consistent with the provisions of this resolution and State law. The Bond shall be executed on
behalf of the Borough with the manual or facsimile signature of the Borough Manager, shall be
attested by the manual or facsimile signature of the Borough Clerk, and the seal of the Borough
shall be impressed or a facsimile thereof imprinted thereon. Only such Bond as bears a Certificate
of Authentication in the form set forth in Section 5 of this resolution, manually executed by the
Registrar shall be valid or obligatory for any purpose or entitled to the benefits of this resolution.
Such Certificate of Authentication shall be conclusive evidence that the Bond so authenticated
has been duly executed, authenticated and delivered hereunder and is entitled to the benefits of
this resolution.

In case either of the officers who have executed a Bond cease to be an officer of the
Borough before the Bond so signed has been authenticated or delivered by the Registrar, or
issued by the Borough, such Bond may nevertheless be authenticated, delivered and issued and
upon such authentication, delivery and issuance shall be as binding upon the Borough as though
those who signed the same had continued to be such officer of the Borough. The Bond may also
be signed and attested on behalf of the Borough by such persons who are at the actual date of
delivery of the Bond the proper officers of the Borough, although at the original date of the Bond
any such person was not such officer.

(b)  Authentication. Only a Bond bearing a Certificate of Authentication in substantially
the following form, manually signed by the Bond Registrar, shall be valid or obligatory for any
purpose or entitled to the benefits of this resolution: “Certificate Of Authentication. This is the fully
registered Petersburg Borough, Electric Revenue Bond, 2022 (Alaska Municipal Bond Bank
Loan), dated |, 2022, as described in the Bond Ordinance.” The authorized signing of a
Certificate of Authentication shall be conclusive evidence that the Bond so authenticated has been
duly executed, authenticated and delivered and is entitled to the benefits of this resolution.

Section 15. Defeasance. If money and/or Government Obligations, maturing at such
time or times and bearing interest to be earned thereon in amounts sufficient to redeem and retire
a Bond or a portion thereof in accordance with its terms, are set aside in a special account to
effect such prepayment and retirement, and such money and the principal of and interest on such
obligations are irrevocably set aside and pledged for such purpose, then no further payments
need be made into the Parity Bond Fund for the payment of the principal of and interest on that
Bond or portion thereof so provided for, and the Bond or portion thereof shall cease to be entitled
to any lien, benefit or security of this ordinance except the right to receive the money so set aside
and pledged, and the Bond or portion thereof shall be deemed not to be outstanding hereunder.

Section 16. Tax Covenants. For each Series of the Bonds, the Finance Director shall
determine whether such Series is to be issued as Tax-Exempt Bonds, Tax Credit Subsidy Bonds,

16
4891-1617-8185v5/200892-0003



or Taxable Bonds, and may approve such additional terms and covenants relating to federal tax
matters as the Finance Director deems necessary or appropriate, including the following:

(@) Tax Exempt Bonds. For each Series of the Bonds issued as Tax-Exempt Bonds,
the Borough covenants that it will take all actions that are reasonably within its power and
necessary to prevent interest on that Series from being included in gross income for federal
income tax purposes. The Borough further covenants that it will neither take any action nor make
or permit any use of gross proceeds of that Series (or other funds of the Borough treated as gross
proceeds of that Series) at any time during the term of such Series that will cause interest on such
Series to be included in gross income for federal income tax purposes. The Borough also
covenants that, to the extent the arbitrage rebate requirement of Section 148 of the Code is
applicable to any Series issued as Tax-Exempt Bonds, it will take all actions necessary to comply
(or to be treated as having complied) with that requirement in connection with that Series
(including the calculation and payment of any penalties that the Borough may elect to pay as an
alternative to calculating rebatable arbitrage and the payment of any other penalties if required
under Section 148 of the Code) to prevent interest on such Series from being included in gross
income for federal income tax purposes.

(b)  Taxable Bonds; Tax Credit Subsidy Bonds. For each Series of the Bonds issued
as Taxable bonds or as Tax Credit Subsidy Bonds, if any, the Finance Director is authorized to
make provision in the Bonds and related documents, to execute additional written agreements,
and to make additional covenants on behalf of the Borough, all as the Finance Director may deem
necessary or appropriate in order to obtain, maintain, and administer such tax status. In the case
of Tax Credit Subsidy Bonds, such additional covenants and agreement may include (without
limiting the generality of the foregoing) those necessary in order for the Borough (or the
Purchaser, as appropriate): (i) to receive from the United States Treasury the applicable Tax
Credit Subsidy Payments in respect of such Tax Credit Subsidy Bonds; and (ii) to ensure that
such Series otherwise become and remain eligible for tax benefits under the Code.

(c) Tax Certificate. If the Bonds are issued as Tax-Exempt Bonds or Tax-Credit
Subsidy Bonds, upon the issuance of the Bonds, the Finance Director is authorized to execute a
federal tax certificate (the “Tax Certificate”), which will certify to various facts and representations
concerning the tax treatment of the Bonds, based on the facts and estimates known or reasonably
expected on the date of their issuance, and make certain covenants as may be necessary or
desirable to obtain or maintain the benefits conferred under the Code relating to Tax-Exempt
Bonds or Tax Credit Subsidy Bonds. The Borough covenants that it will comply with the Tax
Certificate unless it receives advice from nationally recognized bond counsel or the Internal
Revenue Service that certain provisions have been amended or no longer apply to the Bonds.
The Finance Director is further authorized and directed to review and update the Borough’s written
procedures to facilitate compliance by the Borough with the covenants in this ordinance, the Tax
Certificate, and the applicable requirements of the Code that must be satisfied after the Issue
Date to ensure post-issuance compliance with those federal tax requirements.

(d)  Bank Qualification. The Borough has not designated the Bonds as a “qualified tax-
exempt obligation” within the meaning of Section 265(b)(3) of the Code.

Section 17. Lost or Destroyed Bond. If a Bond is lost, stolen or destroyed, the
Registrar may authenticate and deliver a new Bond of like series, amount, date, and tenor to the
Registered Owner upon such owner’s paying the expenses and charges of the Borough in
connection with preparation and authentication of the replacement Bond and upon his or her filing
with the Registrar evidence satisfactory to the Registrar that such Bond was actually lost, stolen
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or destroyed and of his or her ownership, and upon furnishing the Borough with indemnity
satisfactory to the Registrar.

Section 18. Execution of the Bonds. Each Bond shall be signed on behalf of the
Borough by the manual or facsimile signature of the Mayor, shall be attested by the manual or
facsimile signature of the Borough Clerk, and the seal of the Borough shall be impressed or
imprinted thereon.

Only a Bond that bears a Certificate of Authentication in the form set forth in Section 14
hereof, manually executed by the Registrar, shall be valid or obligatory for any purpose or entitled
to the benefits of this ordinance. The executed Certificate of Authentication shall be conclusive
evidence that the Bond so authenticated has been duly executed, authenticated, registered, and
delivered hereunder and is entitled to the benefits of this ordinance.

In case any of the officers of the Borough who have signed, attested, authenticated,
registered or sealed a Bond cease to be such officers before the Bond so signed, attested,
authenticated, registered or sealed has been actually issued and delivered, that Bond shall be
valid nevertheless and may be issued by the Borough with the same effect as though the persons
who had signed, attested, authenticated, registered or sealed that Bond had not ceased to be
such officers. A Bond may also be signed, attested, authenticated, registered or sealed on behalf
of the Borough by such persons as at the actual date of execution of the Bond shall be the proper
officers of the Borough although at the original date of the Bond any such person was not such
officer.

Section 19. Application of Bond Proceeds. The Borough has previously created the
special funds within the Electric Fund to pay the cost and expense of the Projects (the “Project
Funds”). At the time of delivery of the Bonds, the proceeds of the sale of the Bonds shall be
deposited as follows:

(@) The accrued interest to the date of delivery, if any, shall be deposited in the Parity
Bond Fund and used to pay a portion of interest on the Bonds on the first interest payment date;
and

(b)  The remaining Bond proceeds shall be deposited in the Project Funds and used to
pay costs of the Project and costs of issuance of the Bonds, as authorized by the Election
Ordinance; provided, however, that any Bond Premium exceeding the costs of issuing the Bonds
shall be deposited in the Parity Bond Fund.

Money remaining in the Project Funds after all such costs have been paid or reimbursed
shall be applied to other purposes authorized by the Election Ordinance or deposited into the
Parity Bond Fund.

Money in the Project Funds may be invested in Permitted Investments, as permitted by
law. All interest earned and profits derived from such investments shall be retained in and become
a part of the Project Funds.

Section 20. Sale of the Bonds; Execution and Amendment of Loan Agreement.
The Finance Director and Borough Manager are authorized to complete the sale of the Bonds to
the Bond Bank on terms and conditions consistent with this ordinance and a Loan Agreement for
each series in substantially the form set forth on Exhibit A attached to this ordinance (each, a
“Loan Agreement”). Following the sale of the Bond Bank Bonds, the terms and conditions for each
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Bond, including series designation, principal amount, date, principal installment payment
schedule, interest rates and prepayment provisions, all as provided for in this ordinance, shall be
set forth in a Loan Agreement, subject to the Finance Director’s approval, which approval shall
be conclusively evidenced by the execution of the Loan Agreement by the Finance Director and
the delivery of the Loan Agreement to the Bond Bank.

The Finance Director is further authorized from time to time to approve a revised schedule
of principal payment amounts and interest rates for the Bonds, in accordance with the refinancing
provisions of the Loan Agreement in connection with a refunding of the Bond Bank Bonds, so
long as the revised debt service schedule is financially advantageous to the Borough. The
Finance Director is authorized to sign an amendment to the Loan Agreement that sets forth the
revised debt service schedule, and the Borough Manager, Finance Director, Borough Attorney,
Borough Clerk, and other appropriate officers of the Borough are authorized and directed to take
such steps, to do such other acts and things, and to execute such letters, certificates, agreements,
or instruments as in their judgment may be necessary, appropriate or desirable for refinancing
the Bonds in connection with a refunding of the Bond Bank Bonds.

Section 21. Ongoing Disclosure. The Borough acknowledges that, under Rule 15c2-
12 of the Securities and Exchange Commission (the “Rule”), the Borough may now or in the future
be an “obligated person” with respect to the Bond Bank Bonds. In accordance with the Rule and
as the Bond Bank may require, the Borough shall undertake to provide certain annual financial
information and operating data as set forth in a Loan Agreement.

Section 22. General Authorization; Prior Acts. The Borough Manager, Finance
Director, Borough Attorney, Borough Clerk, and other appropriate officers of the Borough are
each hereby authorized and directed to take such steps, to do such other acts and things, and to
execute such letters, certificates, agreements, or instruments as in their judgment may be
necessary, appropriate, or desirable to carry out the terms and provisions of and complete the
transactions.

Section 23. Prior Acts. All acts taken pursuant to the authority of this ordinance but
prior to its effective date are hereby ratified and confirmed.

Section 24. Severability. If any one or more of the covenants or agreements provided
in this ordinance to be performed on the part of the Borough shall be declared by any court of
competent jurisdiction to be contrary to law, then such covenant or covenants, agreement or
agreements, shall be null and void and shall be deemed separable from the remaining covenants
and agreements of this ordinance and shall in no way affect the validity of the other provisions of
this ordinance or of the Bonds.

Section 25. Effective Date. This ordinance will take effect immediately upon its
passage and is not subject to referendum in accordance with the restrictions on referendum
provided in Section 6.01.B.2 of the Borough Charter.

PASSED AND APPROVED by the Borough Assembly of the Petersburg Borough, Alaska,
at a regular meeting of the Assembly held on , 2022.

PETERSBURG BOROUGH, ALASKA

By
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Mayor
ATTEST:

Clerk
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EXHIBIT A

LOAN AGREEMENT

THIS LOAN AGREEMENT, dated as of the [_] day of April 2022 (the “Loan Agreement”),
between the Alaska Municipal Bond Bank (the “Bank™), a body corporate and politic constituted as an
instrumentality of the State of Alaska (the “State”) exercising public and essential governmental
functions, created pursuant to the provisions of Chapter 85, Title 44, Alaska Statutes, as amended (the
“Act”), having its principal place of business at Juneau, Alaska, and the Petersburg Borough, Alaska,
a duly constituted home rule borough of the State (the “Borough”):

WITNESSETH:

WHEREAS, pursuant to the Act, the Bank is authorized to issue bonds and make loans of
money (the “Loan” or “Loans”) to governmental units; and

WHEREAS, the Borough is a “Governmental Unit” as defined in the General Bond Resolution
of the Bank hereinafter mentioned and is authorized to accept a Loan from the Bank, evidenced by its
municipal bond; and

WHEREAS, the Borough desires to borrow money from the Bank in the amount not to exceed
$7,800,000 to finance a portion of the capital costs of certain electric utility projects (the “Electric
Utility Project”) and has submitted an application to the Bank for a Loan in the amount not to exceed
$7,800,000 (the “Electric Utility Loan”) to pay a portion of the costs of the Electric Utility Project; and

WHEREAS, the Borough has duly authorized the issuance of its fully registered Petersburg
Borough, Alaska Electric Utility Revenue Bond, 2022 in the principal amount of $[PAR]
(the “Municipal Bond”), which Municipal Bond is to be purchased by the Bank as evidence of and
security for the Borough’s obligation to repay the Electric Utility Loan in accordance with this Loan
Agreement; and

WHEREAS, the application of the Borough contains the information requested by the Bank;
and

WHEREAS, to provide for the issuance of bonds of the Bank to obtain from time to time
money with which to make and/or refinance Loans, the Board of Directors of the Bank (the “Board”)
has adopted its General Obligation Bond Resolution on July 13, 2005, as amended (the “General Bond
Resolution”); and

WHEREAS, the Board approved certain modifications to the General Bond Resolution,
effective on the date when all bonds issued under the terms of the General Bond Resolution, prior to
February 19, 2013, cease to be outstanding; and

WHEREAS, on January 27, 2022 the Board adopted Series Resolution No. 2022-01
(the “Series Resolution” and together with the General Bond Resolution, the “Bond Resolution”),
authorizing the Bank to, among other things, issue the Bank’s General Obligation Bonds, 2022 Series
One (the “2022 Bonds”), make the Electric Utility Loan to the Borough and purchase the Borough’s
Municipal Bond.

NOW, THEREFORE, the parties agree as follows:
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1. The Bank hereby makes the Electric Utility Loan, and the Borough, hereby accepts the Electric
Utility Loan in the principal amount of $[PAR]. As evidence of the Electric Utility Loan made to the
Borough and such money borrowed from the Bank by the Borough, the Borough hereby agrees to sell
to the Bank the Municipal Bond in the principal amount, with the principal installment payments, and
bearing interest from its date at the rate or rates per annum, stated in Exhibit A.

2. The Borough represents that it has duly adopted or will adopt all necessary ordinances or
resolutions, including Ordinance No. 2021-12, passed on August 16, 2021 (the “Election Ordinance”™),
and Ordinance No. [__], passed on [_], 2022 (the “Municipal Bond Ordinance” and, together with the
Election Ordinance, the “Borough Ordinance”). The Borough further represents to the Bank that the
Borough has taken or will take all proceedings required by law to enable it to enter into this Loan
Agreement and to issue its Municipal Bond to the Bank and that the Municipal Bond will constitute a
revenue bond, secured by a special and limited obligation of the Borough, all duly authorized by the
Borough Ordinance.

The Borough represents that the Borough Ordinance is in full force and effect and has
not been amended, supplemented or otherwise modified, other than as may have been previously
certified by the Borough to the Bank.

3. Subject to any applicable legal limitations, the amounts to be paid by the Borough pursuant to
this Loan Agreement representing interest due on its Municipal Bond (the “Municipal Bond Interest
Payments”) shall be computed at the same rate or rates of interest borne by the corresponding maturities
of the bonds sold by the Bank in order to obtain the money with which to make the Electric Utility
Loan and to purchase the Municipal Bond (the “Loan Obligations”) and shall be paid by the Borough
at least seven (7) Business Days before the Interest Payment Date to provide funds sufficient to pay
interest as the same becomes due on the Loan Obligations.

4. The amounts to be paid by the Borough pursuant to this Loan Agreement representing principal
due on its Municipal Bond in amounts sufficient to pay the principal of the Loan Obligations as the
same matures based upon the maturity schedule stated in Exhibit A (the “Municipal Bond Principal
Payments”), shall be paid at least seven (7) Business Days before the payment date stated in the
Municipal Bond.

5. In the event the amounts referred to in Sections 3 and 4 hereof to be paid by the Borough
pursuant to this Loan Agreement are not made available at any time specified herein, the Borough
agrees that any money payable to it by any department or agency of the State may be withheld from it
and paid over directly to the Trustee acting under the General Bond Resolution, and this Loan
Agreement shall be full warrant, authority and direction to make such payment upon notice to such
department or agency by the Bank, with a copy provided to the Borough, as provided in the Act.

6. In the event that all or a portion of the Loan Obligations have been refunded and the interest
rates the Bank is required to pay on its refunding bonds in any year are less than the interest rates
payable by the Borough on the Municipal Bond for the corresponding year pursuant to the terms of the
Municipal Bond, then both the Municipal Bond Interest Payments and the Municipal Bond Principal
Payments will be adjusted in such a manner that (i) the interest rate paid by the Borough on any
principal installment of the Municipal Bond is equal to the interest rate paid by the Bank on the
corresponding principal installment of the Bank’s refunding bonds and (ii) on a present value basis the
sum of the adjusted Municipal Bond Interest Payments and Municipal Bond Principal Payments is
equal to or less than the sum of the Municipal Bond Interest Payments and Municipal Bond Principal
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Payments due over the remaining term of the Municipal Bond as previously established under this
Loan Agreement. In the event of such a refunding of the Loan Obligations, the Bank shall present to
the Borough for the Borough’s approval, a revised schedule of principal installment amounts and
interest rates for the Municipal Bond. If approved by the Borough the revised schedule shall be
attached hereto as Exhibit A and incorporated herein in replacement of the previous Exhibit A detailing
said principal installment amounts and interest rates.

7. The Borough is obligated to pay to the Bank Fees and Charges. Such Fees and Charges actually
collected from the Borough shall be in an amount sufficient, together with the Borough’s Allocable
Proportion (as defined below) of other money available therefor under the provisions of the Bond
Resolution, and other money available therefor, including any specific grants made by the
United States of America or any agency or instrumentality thereof or by the State or any agency or
instrumentality thereof and amounts applied therefor from amounts transferred to the Operating Fund
pursuant to Section 606 of the General Bond Resolution:

@ to pay, as the same become due, the Borough’s Allocable Proportion of the Administrative
Expenses of the Bank; and

(b) to pay, as the same become due, the Borough’s Allocable Proportion of the fees and expenses
of the Trustee and paying agent for the Loan Obligations.

The Borough’s Allocable Proportion as used herein shall mean the proportionate amount of the
total requirement in respect to which the term is used determined by the ratio that the principal amount
of the Municipal Bond outstanding bears to the total of all Loans then outstanding to all Governmental
Units under the General Bond Resolution, as certified by the Bank. The waiver by the Bank of any
fees payable pursuant to this Section 7 shall not constitute a subsequent waiver thereof.

8. The Borough is obligated to make the Municipal Bond Principal Payments scheduled by the
Bank. The first such Municipal Bond Principal Payment is due at least seven (7) Business Days prior
to each date indicated in Exhibit A, and thereafter on the anniversary thereof each year. The Borough
is obligated to make the Municipal Bond Interest Payments scheduled by the Bank on a semi-annual
basis commencing seven (7) Business Days prior to each date indicated in Exhibit A, and to pay any
Fees and Charges imposed by the Bank within 30 days after receiving the invoice of the Bank therefor.

9. The Bank shall not sell and the Borough shall not redeem prior to maturity any portion of the
Borough’s Municipal Bond in an amount greater than the related Loan Obligations which are then
outstanding and which are then redeemable, and in the event of any such sale or redemption, the same
shall be in an amount not less than the aggregate of (i) the principal amount of the Municipal Bond (or
portion thereof) to be redeemed, (ii) the interest to accrue on the Municipal Bond (or portion thereof)
to be redeemed to the next redemption date thereof not previously paid, (iii) the premium, if any,
payable on the Municipal Bond (or portion thereof) to be redeemed, and (iv) the cost and expenses of
the Bank in effecting the redemption of the Municipal Bond (or portion thereof) to be redeemed. The
Borough shall give the Bank at least 50 days’ prior written notice of the Borough’s intention to redeem
its Municipal Bond.

In the event that the Loan Obligations with respect to which the sale or redemption prior to
maturity of such Municipal Bond is being made have been refunded and the refunding bonds of the
Bank issued for the purpose of refunding such Loan Obligations were issued in a principal amount in
excess of or less than the principal amount of the Municipal Bond remaining unpaid at the date of
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issuance of such refunding bonds, the amount which the Borough shall be obligated to pay or the Bank
shall receive under item (i) above shall be the principal amount of such refunding bonds outstanding.

In the event that all or a portion of the Loan Obligations have been refunded and the interest
the Bank is required to pay on the refunding bonds is less than the interest the Bank was required to
pay on the Loan Obligations, the amount which the Borough shall be obligated to pay or the Bank shall
receive under item (ii) above shall be the amount of interest to accrue on such refunding bonds
outstanding.

In the event that all or a portion of the Loan Obligations have been refunded, the amount which
the Borough shall be obligated to pay or the Bank shall receive under item (iii) above, when the
refunded Loan Obligations or portion thereof are redeemed, shall be the premium, if any, on the Loan
Obligations to be redeemed.

Nothing in this Section shall be construed as preventing the Borough from refunding the
Municipal Bond in exchange for a new Municipal Bond in conjunction with a refunding of all or a
portion of the Loan Obligations.

10. Simultaneously with the delivery of the Municipal Bond to the Bank, the Borough shall furnish
to the Bank evidence satisfactory to the Bank which shall set forth, among other things, that the
Municipal Bond will constitute a valid and binding special and limited obligation of the Borough,
secured solely by the Net Revenue of the Electric Utility and by money in the Parity Bond Fund.

11. Invoices for payments under this Loan Agreement shall be addressed to the Borough,
Attention: [Karl Hagerman, Utility Director,] P.O. Box 329, Petersburg, Alaska 99833. The Borough
shall give the Bank and the corporate trust office of the Trustee under the General Bond Resolution at
least 30 days’ prior written notice of any change in such address.

12. The Borough hereby agrees that it shall fully fund, at the time of loan funding, its debt service
reserve fund (in an amount equal to $ [ ]) which secures payment of principal and interest on its
Municipal Bond, that such fund shall be held in the name of the Borough with the Trustee, and that the
yield on amounts held in such fund shall be restricted to a yield not in excess of [_] percent.

13. The Borough covenants and agrees that it will establish, fix, prescribe, and collect rates and
charges for the sale or use of electric power and energy service or other services of the Electric Utility
that, together with other income thereof, are reasonably expected to yield Net Revenue equal to at least
1.25 times the Annual Debt Service on the Parity Bonds for the forthcoming Fiscal Year.

14. The Borough hereby agrees to keep and retain, until the date six years after the retirement of
the Municipal Bond, or any bond issued to refund the Municipal Bond, or such longer period as may
be required by the Borough’s record retention policies and procedures, records with respect to the
investment, expenditure and use of the proceeds derived from the sale of its Municipal Bond, including
without limitation, records, schedules, bills, invoices, check registers, cancelled checks and supporting
documentation evidencing use of proceeds, and investments and/or reinvestments of proceeds. The
Borough agrees that all records required by the preceding sentence shall be made available to the Bank
upon request.
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15. Prior to payment of the amount of the Electric Utility Loan or any portion thereof, and the
delivery of the Municipal Bond to the Bank or its designee, the Bank shall have the right to cancel all
or any part of its obligations hereunder if:

@) Any representation, warranty or other statement made by the Borough to the Bank in
connection with its application to the Bank for a Loan shall be incorrect or incomplete in any material
respect.

(b) The Borough has violated commitments made by it in the terms of this Loan Agreement.

(©) The financial position of the Borough has, in the opinion of the Bank, suffered a materially
adverse change between the date of this Loan Agreement and the scheduled time of delivery of the
Municipal Bond to the Bank.

16. The obligation of the Bank under this Loan Agreement is contingent upon delivery of the 2022
Bonds, and receipt of the proceeds thereof.

17. The Borough agrees that it will provide the Bank with written notice of any default in covenants
under the Borough Ordinance within thirty (30) days after the date thereof.

18. The Borough agrees that it shall not take, or omit to take, any action lawful and within its power
to take, which action or omission would cause interest on the Municipal Bond to become subject to
federal income taxes in addition to federal income taxes to which interest on such Municipal Bond is
subject on the date of original issuance thereof.

The Borough shall not permit any of the proceeds of the Municipal Bond, or any facilities
financed with such proceeds, to be used in any manner that would cause the Municipal Bond to
constitute a “private activity bond” within the meaning of Section 141 of the Code.

The Borough shall make no use or investment of the proceeds of the Municipal Bond that will
cause the Municipal Bond to be an “arbitrage bond” under Section 148 of the Code. So long as the
Municipal Bond is outstanding, the Borough, shall comply with all requirements of Section 148 of the
Code and all regulations of the United States Department of Treasury issued thereunder, to the extent
that such requirements are, at the time, applicable and in effect. The Borough shall indemnify and hold
harmless the Bank from any obligation of the Borough to make rebate payments to the United States
under said Section 148 arising from the Borough’s use or investment of the proceeds of the Municipal
Bond.

19. Upon request of the Bank, the Borough agrees that if its bonds constitute twenty percent
(20%) or more of the outstanding principal of municipal bonds held by the Bank under its General
Bond Resolution, it shall execute a continuing disclosure agreement prepared by the Bank for purposes
of Securities and Exchange Commission Rule 15¢2-12, adopted under the Securities and Exchange
Act of 1934.

20. The Borough agrees that if its bonds constitute twenty percent (20%) or more of the
outstanding principal of municipal bonds held by the Bank under its General Bond Resolution it shall
provide to the Bank for inclusion in future official statements of the Bank and the Bank’s annual
reports, to the extent required by the Bank’s continuing disclosure undertakings, financial and
operating information of the Borough of the type and in the form requested by the Bank.
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21. If any provision of this Loan Agreement shall for any reason be held to be invalid or
unenforceable, the invalidity or unenforceability of such provision shall not affect any of the remaining
provisions of this Loan Agreement and this Loan Agreement shall be construed and enforced as if such
invalid or unenforceable provision had not been contained herein.

22. This Loan Agreement may be executed in one or more counterparts, any of which shall be
regarded for all purposes as an original and all of which constitute but one and the same instrument.
Each party agrees that it will execute any and all documents or other instruments, and take such other
actions as are necessary, to give effect to the terms of this Loan Agreement.

23. No waiver by either party of any term or condition of this Loan Agreement shall be deemed or
construed as a waiver of any other term or condition hereof, nor shall a waiver of any breach of this
Loan Agreement be deemed to constitute a waiver of any subsequent breach, whether of the same or
of a different section, subsection, paragraph, clause, phrase or other provision of this Loan Agreement.

24, In this Loan Agreement, unless otherwise defined herein, all capitalized terms which are
defined in Article I of the General Bond Resolution shall have the same meanings, respectively, as
such terms are given in Article | of the General Bond Resolution and if not defined herein or in Article
I of the General Bond Resolution, shall have the meanings given to them in Exhibit B hereto.

25. This Loan Agreement shall remain in full force and effect so long as the Municipal Bond
remains outstanding.

26. This Loan Agreement merges and supersedes all prior negotiations, representations and
agreements between the parties hereto relating to the subject matter hereof and constitutes the entire
agreement between the parties hereto in respect thereof.

IN WITNESS WHEREOF, the parties hereto have executed this Loan Agreement as of the
date first set forth above.

ALASKA MUNICIPAL BOND BANK

By:

DEVEN J. MITCHELL
Executive Director

PETERSBURG BOROUGH, ALASKA

By:

Its:
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EXHIBIT A

$[PAR]
Petersburg Borough, Alaska
Electric Utility Revenue Bond, 2022
(the “Municipal Bond”)

Due Principal Interest
( 1) Amount Rate
Principal installments shall be payable on 1 in each of the years, and in the amounts set
forth above. Interest on the Municipal Bond shall be payable on 1, 20__, and thereafter on
1and 1 of each year.

[Prepayment Provisions: The Municipal Bond principal installments are not subject to prepayment
prior to maturity.]

Optional Prepayment: The Municipal Bond principal installments due on or after 1,20
are subject to prepayment in whole or in part at the option of the Borough on any date on or after

1, 20__, at a price of 100% of the principal amount thereof to be prepaid, plus accrued
interest to the date of prepayment.
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EXHIBIT B
Additional defined terms

“Annual Debt Service” for any particular year means, for the Municipal Bond, or of Future
Parity Bonds, as applicable, an amount equal to the sum of (i) all interest payable during such year in
respect of such outstanding bonds plus (ii) the Principal Installment or Installments due during such
year on such outstanding bonds, calculated on the assumption that bonds outstanding on the day of
calculation cease to be outstanding by reason of, but only by reason of, payment upon maturity, or
earlier mandatory redemption and application to such purposes of any Sinking Fund Requirements, or
payments into the Parity Bond Fund, required by the ordinance or resolution authorizing issuance of
such bonds. Annual Debt Service for each Fiscal Year shall be reduced by subtracting the amount
scheduled to be received by the Borough as a Tax Credit Subsidy Bond Payment (if any) in each such
Fiscal Year in respect of any Parity Bonds issued as Tax Credit Subsidy Bonds.

“Code” means the federal Internal Revenue Code of 1986, as amended, together with
corresponding and applicable final, temporary or proposed regulations and revenue rulings issued or
amended with respect thereto by the United States Treasury Department or the Internal Revenue
Service, to the extent applicable to any series of Parity Bonds issued with interest that is intended to
be excludable from gross income for federal income tax purposes.

“Contract Resource Obligation” means an obligation of the Borough to make payments to
another person or entity for electric energy supply, transmission or other commodity or service relating
to the Electric Utility, which obligation is designated as a Contract Resource Obligation for purposes
of the Municipal Bond Ordinance.

“Debt Service Account” means the account of that name created within the Parity Bond Fund
pursuant to the Municipal Bond Ordinance.

“Debt Service Reserve Account” means the account of that name created within the Parity
Bond Fund pursuant to the Municipal Bond Ordinance.

“Electric Utility” means the municipal light and power generation, transmission, and
distribution systems now belonging to, or which may hereafter belong to, Petersburg Borough Electric
Utility, as the same may be added to, improved, or extended from time to time, and operated pursuant
to chapter 3.40 of the Borough Code.

“Fiscal Year” means the Fiscal Year used by the Borough at any time. At the time of the
passage of the Municipal Bond Ordinance, the Fiscal Year is the twelve-month period beginning on
July 1 and ending on June 30 of each year.

“Future Parity Bonds” means any revenue bonds of the Borough, other than the Municipal
Bond, the principal of and interest on which are payable out of money in the Petersburg Borough
Electric Utility Enterprise Fund on a parity with the payments required to be made into the Parity Bond
Fund in respect of the Municipal Bond and any Outstanding Parity Bonds.

“Gross Revenue” means all of the earnings and revenues of any kind or nature received by the
Borough from the operation and maintenance of the Electric Utility. Gross Revenue excludes: (1)
revenues from assessments collected in any local improvement district or utility local improvement
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district; (2) amounts collected in respect of municipal utility taxes or payments in lieu of taxes; (3)
proceeds of grants from the federal, state, or local governments; (4) gifts to the Electric Utility for
capital purposes; (5) proceeds from the sale of Borough or Electric Utility property; (6) proceeds of
Borough or Electric Utility obligations; (7) earnings or proceeds from any investments in any trust,
defeasance or escrow fund created to defease or refund Electric Utility obligations until commingled
with other earnings and revenues of the Electric Utility; (8) insurance proceeds compensating the
Borough for the loss of a capital asset or the proceeds of any liability or other insurance (excluding
business interruption insurance or other insurance of like nature insuring against the loss of revenues);
and (9) Tax Credit Subsidy Bond Payments.

“Net Revenue” means all Gross Revenue less the Operation and Maintenance Expense.

“Operation and Maintenance Expense” means all reasonable expenses incurred by the Borough
in causing the Electric Utility to be operated and maintained in good repair, working order and
condition and properly treated as maintenance and operation expenses under generally accepted
accounting principles applicable to similar municipal utilities, including: payments due under Contract
Resource Obligations; all payments made to another person or agency for acquisition of electric
energy; any deposits, premiums, assessments or other payments for insurance, if any, on the Electric
Utility; amounts paid in respect of Electric Utility employee pensions and post-employment benefits
(if any); and overhead and administration expenses allocated to the Electric Utility. Operation and
Maintenance Expenses excludes: non-cash accounting items (e.g., depreciation, amounts treated as
expenses under accounting guidelines with respect to unfunded contributions to pension or other post-
employment benefit plans, non-exchange financial guarantees, environmental liabilities, and similar
items); payments on contracts for the acquisition of electric energy or capability under which no energy
has been furnished to the Borough (other than payments under Contract Resource Obligations); and
any amounts paid in respect of municipal utility taxes or payments in lieu of taxes.

“Outstanding Parity Bonds” when used in reference to a particular date (or series of Parity
Bonds), Outstanding Parity Bonds shall mean those Parity Bonds that are outstanding as of that date
(or as of the issue date of such series).

“Parity Bond Fund” means the Electric Utility Parity Bond Fund created pursuant to the
Municipal Bond Ordinance to pay and secure the payment of the Municipal Bond and any Future Parity
Bonds, which is divided into a Debt Service Account and a Debt Service Reserve Account.

“Parity Bonds” means the Municipal Bond and any Future Parity Bonds.

“Principal Installment” means, as of any date of calculation and with respect to any one or
more series of Parity Bonds, the principal amount of bonds of such series due on a certain future date,
plus the amount of any Sinking Fund Requirement due on that date in respect of bonds of such series
that are term bonds.

“Sinking Fund Requirement” means, for any Fiscal Year, the principal portion (and required
redemption premium, if any) of any term bond that is required to be purchased, redeemed, or paid at
maturity, as established in this Loan Agreement or bond purchase contract.

“Tax Credit Subsidy Bond” means any bond that is designated by the Borough as a Tax Credit

Subsidy Bond, pursuant to Section 54AA of the Code or any substantially similar taxable tax credit
bond program, and which is further designated by the Borough as a “qualified bond” with respect to
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which the Borough is eligible to receive a tax credit payable by the United States Treasury to the
Borough under Section 6431 or a substantially similar provision of the Code.

“Tax Credit Subsidy Bond Payments” means those amounts which the Borough is entitled to
receive from the United States Treasury in respect of any bonds issued as Tax Credit Subsidy Bonds.
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CERTIFICATE

I, the undersigned, the duly appointed Clerk of the Petersburg Borough, Alaska (the
“Borough”), DO HEREBY CERTIFY:

1. That the attached ordinance is a true and correct copy of Ordinance
No. (the “Ordinance”) passed by the Borough Assembly at a regular meeting
thereof held on , 2022, and the Ordinance has been duly recorded in my office.

2. That said meeting was duly convened and held in all respects in accordance with

law, and to the extent required by law, due and proper notice of such meeting was given; that a
legal quorum was present throughout the meeting and a legally sufficient number of members of
the Borough Assembly voted in the proper manner for the passage of the Ordinance; that all other
requirements and proceedings incident to the proper adoption of the Ordinance have been duly
fulfilled, carried out and otherwise observed; and that | am authorized to execute this certificate.

3. The Ordinance has not been amended, modified, or superseded or repealed since
the date of its passage.

IN WITNESS WHEREOF, | have hereunto set my hand dated as of , 2022.

Borough Clerk
Petersburg Borough, Alaska
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