CHUGACH ELECTRIC ASSOCIATION, INC.
ANCHORAGE, ALASKA

BOARD MEETING
AGENDA ITEM SUMMARY

November 20, 2002

ACTION REQUIRED: IX.G.

Information Only
X Motion
X  Resolution
Executive Session

Other

TOPIC
Contract Extension — Vegetation Control Alliance — Carlos Tree Service, Inc.

DISCUSSION

The strategic alliance contract with Carlos Tree Service, Inc. begins its fifth year in 2003.
The original RFP for this Alliance had a term of six years with an option to extend,
subject to an agreement on rates, for an additional three years beginning January 1, 2005.
The performance of Carlos Tree Service under this contract has been excellent. All of the
goals and objectives stated in the original RFP regarding reducing costs, increasing
productivity, and significantly improving reliability, continue to be met. The long-term
arrangement has allowed Chugach to benefit from a well-planned and executed
vegetation management strategy. Significant reductions in cost have been realized along
with significant reductions in tree-related and ice/tree-related outages. This Alliance has
improved reliability on the Chugach system since its inception. A presentation for the
Board will clearly identify these savings.

The vegetation control Alliance benefits Chugach and its Alliance partner.

The benefits to Chugach are:
Reduced Costs
Improved Reliability
Increased Electrical and Fire Safety
Increased Customer Service and Education
Consistent Training/Qualified Personnel
Detailed Production and Cost Accounting
Ability to Plan/Schedule Work (A true vegetation management objective.)
Ability to Maintain Our Tree Line USA Certification
Improved Access for Maintenance and Power Restoration



The benefits to Carlos Tree Service are:
Recognition that excellent performance benefits both companies
Continuity of Service to Chugach
Ability to Retain the Best Employees
Ability to Plan and Schedule Work
Ability to Make Equipment Purchase Decisions on 5 Years vs. 2 Years

There are two years remaining on the current contract term. Carlos Tree Service offered
significant incentive to Chugach to extend the Alliance for an additional three years
ending December 31, 2007. Carlos Tree Service offered to reduce the cost per line mile
for Distribution Clearing from $7,110 per line mile to $6,410. These amounts are
annually adjusted by the wage and fuel adjustments provided in the contract.

There are immediate benefits to accepting this proposal to extend the Alliance contract
for three years:

1. The cost reductions will begin immediately and be incorporated into the 2003
budget.

2. The total savings from 2003 through 2007 exceed $755,000.

3. Chugach can rely on continued excellent performance by a contractor with a well-
trained, qualified workforce who have tools and equipment in excellent working
condition.

BOARD OPTIONS

1. No Action, Table
The current contract will continue through December 31, 2004 at the existing
pricing contained in the contract. This will cost Chugach nearly $400,000 more
than if we extended the term of the Alliance for three more years.

2. Delay
This will have essentially the same effect as #1 above.

3. Disapprove
This will have essentially the same effect as #1 above.

4. Approve
Approval will allow Chugach to extend the Alliance Contract with Carlos Tree
Service, Inc and realize cost reductions totaling in excess of $755,000 from
2003 through 2007.

GENERAL MANAGERS RECOMMENDATION

Motion: Move that the Board of Directors authorize General Manager, Joe Griffith, to
execute a three-year extension of the current Alliance contract with Carlos Tree Services,
Inc. at the revised pricing in Carlos Tree Services offer dated October 10, 2002.



RESOLUTION

WHEREAS, Chugach Electric Association,clnmust control vegetation in its
easerants and Rights-OWay to ensureeliability of the eletrical systen:

WHEREAS, Chugach Electridssociation, Inc. has reded vegetation control
costs during the first four yeao$ its alliance cotrad with Calos Tree Services, Inc. and
recognizes the benefits of camiing this alliance relationship:

WHEREAS, Chugach Electric Association, likas received an offer froarlos
Tree Serices, Inc.to extend tke alliarce contract for three additional years as
contenplated in the original RFP #98-015:

WHEREAS, Chugach Electridssociation, Inc. has reviewed the offer from
Carlos Tree Services, Inc. and has deteeoch that tle offer benefits Chugach Electric
AssociationInc. in the reraining two years of the originalontract and th three oponal
years of the extension in the approaba anount of $755,000 over the revised term

NOW, THEREFORE, BE IT RESOLVED bthe Board of Directors a€hugach
Electric Association, Inc. that General Managlere Griffith, is authorized to execute a
extension of the alliance contract wilarlos Tree Services, Inc. to include 2005, 2006,
and 2007 at the revised pricing containethim ofer to extend dated October 10, 2002.

CERTIFICATION

I, Chris Birch, do hereby certify that | am Secretary of Chugach Electric Association, Inc., an electric non-profit
cooperative membership corporation organized and existing under the laws of the State of Alaska: that the foregoing is a
complete and correct copy of a resolution adopted at a meeting of the Board of Directors of this corporation, duly and

properly called and held on the 20th day of November 2002; that a quorum was present at the meeting; the resolution is

set forth in the minutes of the meeting and has not been rescinded or modified.

IN WITNESS WHEREOF, | have hereunto subscribed my name and affixed the seal of this corporation the 20th day of
November 2002.

Secretary
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