
 
 

CHUGACH ELECTRIC ASSOCIATION, INC. 
ANCHORAGE, ALASKA 

 January 7, 2009

To: Mike Cunningham, Chief Financial Officer 

From: Sherri McKay-Highers, Manager, Budget and Financial Reporting 

Subject: November 2008 Year to Date Financial Results 

kWh Sales

 2008 Actual 2008 Budget
   
Retail kWh Sales 1,086,653,704 1,102,805,150 
Wholesale kWh Sales 1,194,598,620 1,164,459,610
Total Firm kWh Sales 2,281,252,324 2,267,264,760 

Economy Energy kWh Sales 247,375,370 207,970,000
Total kWh Sales 2,528,627,694 2,475,234,760 

November 2008 year to date firm kWh sales totaled 2,281,252,324 which were 0.6% over budget.  
While there was not an overall variance, lower than anticipated retail sales was offset by higher 
than anticipated sales to Homer Electric Association (HEA).  November 2008 year-to-date 
economy energy sales to Golden Valley Electric Association (GVEA) totaled 247,375,370 which 
were 19.0% over budget. 

Retail kWh sales were under budget by 1.5% and wholesale kWh sales were 2.6% higher than 
budgeted.  A significant factor in the wholesale sales variance was higher than anticipated sales to 
HEA due primarily to higher industrial sales. 

Energy Revenue (in millions)

 2008 Actual 2008 Budget
   
Retail Revenue $   142.1 $    138.8 
Wholesale Revenue 97.7 89.3
Total Firm Revenue 239.8 228.1 

Economy Energy Revenue 17.9 13.6
Total Revenue $  257.7 $  241.7 

Revenue from firm sales totaled $239.8 million year to date in 2008 compared to $228.1 million 
in the budget.  Retail revenue from sales was lower than budget due to lower retail kWh sales, 
however, that variance was offset by higher fuel recovered through the fuel and purchased power 
surcharge mechanism which is included in revenue.  Wholesale revenue was higher than budget 
primarily due to higher than anticipated sales to HEA and higher fuel recovered through the fuel 
and purchased power surcharge mechanism.  Economy energy revenue was higher than budget by 
$4.4 million primarily caused by more than anticipated sales to GVEA through November.   
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Other Operating Revenue (in millions)

 2008 Actual 2008 Budget
   
Other Operating Revenue $   2.6 $   2.7 

Other operating revenue includes late fees, pole rental, wheeling, microwave and miscellaneous 
service and other electric revenue.  Other operating revenue for 2008 totaled $2.6 million 
compared to $2.7 million in the budget, with no significant variance.   

Power Production (in millions)

 2008 Actual 2008 Budget
   
Operating & Maintenance  $  15.2 $  15.3 
Fuel     123.9     107.9
Total $  139.1 $  123.2 

Actual power production operating and maintenance expense year to date for 2008 was $15.2 
million compared to $15.3 million in the budget.  While there was not an overall variance, this 
financial statement category was over budget primarily due to professional services caused by 
outages associated with Beluga Units 7 and 8, as well as higher warehouse and garage expenses.
Depreciation was also over budget due to the difference between rates and implementation date of 
the 2005 depreciation study included in the final 2005 Test Year rate case.  The final order from 
the 2005 Test Year rate case also caused an increase in the amortization of the Beluga River Gas 
Compression project due to the difference in projected amount and amortization period.  
Additionally, this financial statement category was over budget due to an Environmental 
Protection Agency (EPA) settlement, as well as unexpected water purchases required for the new 
water injection system at the Bernice Lake power plant.  The aforementioned increases were 
offset by the deferral of materials for the Beluga Unit 3 inspection, now projected for 2009, lower 
labor expense and professional services associated with SCADA, environmental engineering and 
plant security, as well as lower training expense.  Fuel expense year to date in 2008 was $123.9 
million compared to $107.9 million projected in the budget.  This variance was primarily caused 
by more than anticipated MCF purchased due in part to higher than anticipated sales to GVEA 
and the November forced outage of Beluga Unit 8 and a higher than anticipated price.  Actual 
fuel purchased year to date was 27,965,397 MCF at an average price of $5.07 per MCF compared 
to 26,256,228 MCF in the budget at an average price of $4.79 per MCF. 

Purchased Power (in millions)

 2008 Actual 2008 Budget
   
Total Purchased Power $  28.7 $  28.3 

Purchased power expense year to date for 2008 totaled $28.7 million compared to $28.3 million 
in the budget.  Although we experienced lower than anticipated purchases, that was offset by a 
higher price per kWh.  We purchased 439,619 MWh of energy at an average effective price of 
6.25 cents per kWh compared to 496,944 MWh of energy at an average effective price of 5.49 
cents per kWh in the budget. 
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Transmission Operations and Maintenance (in millions)

 2008 Actual 2008 Budget

Total Transmission $  5.4 $  6.0 

Transmission operations and maintenance expense for 2008 totaled $5.4 million compared to $6.0 
million in the budget.  The variance was primarily due to lower substation labor due to the 
substation department performing more distribution maintenance than anticipated which was 
recorded to that financial statement category and professional services associated with overhead 
line clearing.  The aforementioned variances were slightly offset by higher helicopter expense.  
Helicopter services are used to maintain our microwave system at Silvertip, Cooper Mountain and 
other locations around the system as well as any inaccessible facilities.  The fixed costs associated 
with our helicopter lease was projected to be allocated based on usage, however, lower helicopter 
usage resulted in a higher percentage of the fixed costs charged to this financial statement 
category.  

Distribution Operations and Maintenance (in millions)

 2008 Actual 2008 Budget
   
Total Distribution $  11.5 $  10.9 

Distribution operations and maintenance expenses for 2008 totaled $11.5 million compared to 
$10.9 million in the budget.  This variance was due to higher substation labor due to more 
distribution maintenance being performed than anticipated as described above, as well as more 
labor and materials charged to expense which decreased the amount charged to capital.
Additionally, the variance was due to labor associated with overhead line and transformer 
maintenance due to a weather related outage. The variance was also due to costs associated with 
workers compensation claims and higher warehouse and garage expense caused by an increase in 
depreciation expense due to the difference between rates and implementation date of the 2005 
depreciation study included in the final 2005 Test Year rate case, as well as higher fuel costs. 

Consumer Accounts (in millions)

 2008 Actual 2008 Budget
   
Total Consumer Accounts $  4.3 $  4.6 

Consumer accounts expense for 2008 totaled $4.3 million compared to $4.6 million in the budget.  
This variance was primarily due to lower labor as well as software and labor expense allocated 
from information services. 
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Customer Information (in millions)

 2008 Actual 2008 Budget
   
Total Customer Information $ 0.6 $ 0.6 

Customer information expense for 2008 totaled $0.6 million compared to $0.6 million in the 
budget, with no significant variance.

Administrative & General (in million)

 2008 Actual 2008 Budget
   
Total Administrative and General $ 17.4 $ 16.5  

Administrative and general expenses for 2008 totaled $17.4 million compared to $16.5 million in 
the budget.  This financial statement category was over budget due to professional services for 
legal and compliance matters, the preparation and distribution of the annual report and 
professional services related to board activities. Credit card fees were also over budget due to a 
change in the cutoff date associated with our credit card program.  Labor and indirect labor 
associated with vacation and cash in lieu also contributed to this variance.  These variances were 
somewhat offset by lower building maintenance and office supplies expense, lower labor costs 
allocated by information services and lower than anticipated professional services associated with 
training and regulatory matters.  These variances were also offset by lower than anticipated costs 
associated with gas negotiations which are currently being deferred and not expensed. 

The summary of all the above year to date 2008 operations and maintenance expenses total
$206.9 million compared to $190.2 million in the 2008 budget. 

Depreciation expense totaled $28.2 million compared to $27.8 in the budget. This variance was 
due to the difference between rates and implementation date of the 2005 depreciation study 
included in the final 2005 Test Year rate case.

Tax expense totaled $0.7 million compared to $0.8 million in the budget, with no significant 
variance.

Long-term interest expense year to date totaled $19.5 million compared to $21.2 million in the 
budget.  This variance was primarily due to lower than anticipated interest rates and the interest 
expense associated with the 2002 Series B Bonds which was redeemed using the NRUCFC line 
of credit. 

Interest during construction year to date totaled $0.4 million compared to $0.9 million in the 
budget.  This variance was primarily due to a lower than anticipated average Construction Work 
In Progress, (CWIP) balance caused by less construction activity than anticipated and lower than 
anticipated interest rates. 

Other interest expense year to date totaled $1.4 million compared to $0.3 million in the budget.  
The variance was primarily due to the interest expense associated with the NRUCFC line of 
credit which was utilized to redeem the $29.6 million outstanding principal amount of the 2002 
Series B Bonds.  We also utilized our CoBank and NRUCFC lines of credit due to the timing of 
expenditures, receipt of payment for services and the under-recovery of the prior quarter’s fuel 
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and purchased power costs.  We had an outstanding balance of $7.5 million on our CoBank line 
of credit and utilized an additional $11.8 million on our NRUCFC line of credit through 
November. 

Other deductions include donations, preliminary survey and investigation charges of abandoned 
projects and obsolete inventory write-offs which are not attributable to operating or maintenance 
accounts.  Other deductions year to date totaled $0.1 million compared to $0.2 million in the 
budget.  The variance was primarily due to less than anticipated write-offs. 

All of the foregoing expenses resulted in total cost of electric service of $256.5 million compared 
to $239.6 million in the 2008 budget. 

Non-operating margins include interest income, allowance for funds used during construction 
(AFUDC), capital credit and patronage capital allocations and extraordinary items.  Year to date 
in 2008, non-operating margins totaled $0.6 million compared to $0.8 million in the budget.  This 
variance was primarily due to lower Allowance For Funds Used During Construction, (AFUDC) 
caused by a lower than anticipated CWIP balance, as well as a lower average equity balance 
caused by less than anticipated margin performance in 2007. 

The net result of revenue and expenses year to date in 2008 was margins of $4.5 million 
compared to year to date projected margins of $5.6 million in the budget.  Per the attached 
comparative financial report on page 8, the current 11 months actual/1 month forecast projects 
year end margins of $6.8 million and an MFI/I of 1.30.  The year end forecast is preliminary 
pending year end accruals and other adjustments. 
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