CHUGACH ELECTRIC ASSOCIATION, INC.
ANCHORAGE, ALASKA

June 22, 2005

To: Mike Cunningham, Chief Financial Officer ‘
From: Katrina Storjohann, Manager, Corporate Budgeting-\AN&/

Subject: ~ May 2005 Year to Date Financial Results

kWh Sales

2005 Actual 2005 Budget
Retail kWh Sales 512,934,017 524,295,779
Wholesale kWh Sales 517,140,418 506,096,980
Economy Energy kWh Sales 146,198,410 87,267,000
Total 1,176,272,845 1,117,659,759

May 2005 year to date kWh sales total 1,176,272,845 which are 5.2% over budget. The budget
variance is due to a higher level of economy energy sales than was projected. The uncertainty
of fuel oil prices makes it difficult to forecast sales to Golden Valley Electric Association
(GVEA). The higher fuel oil prices thus far in 2005 have made it more economical for GVEA
to purchase power from Chugach, rather than generate its own.

Retail kWh sales are under budget by 2.2%, while wholesale kWh sales are 2.2% higher than
budgeted. A significant factor in the wholesale sales variance is sales to Homer Electric
Association, Inc. in support of the Agrium plant in Kenai. The sales forecast for 2005 assumed
that the plant would be closed early in 2005, while in actuality the plant is still open.
Economy energy sales, including sales to GVEA and Anchorage Municipal Light & Power
(AMLG&P) exceed the budget by 67.5%.

Enerev Revenue (in millions)

2005 Actual 2005 Budget
Retail Revenue $ 54.0 $ 55.1
Wholesale Revenue 29.5 29.1
Economy Energy Revenue 6.5 4.2
Total $ 90.0 $ 884

Revenue from sales total $90.0 million year to date in 2005 compared to $88.4 in the budget.
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Other Operating Revenue (in millions)

2005 Actual 2005 Budget
Other Operating Revenue $ 11 $ 11

Other operating revenue for 2005 totals $1.1 million compared to $1.1 million in the 2005
budget, with no significant variance.

Power Production (in millions)

2005 Actual 2005 Budget
Operating & Maintenance $ 5.2 $ 6.7
Fuel 32.5 30.7
Total $ 377 $ 37.4

Actual power production operating and maintenance expense year to date for 2005 is $5.2
million compared to a budget of $6.7 million. A significant contributor to this variance is the
timing of generation maintenance projects. Several inspection and other maintenance projects
including annual inspections on Beluga Units 1, 2, 6 and 8 and Cooper Lake Units 1 and 2
began later in the year than anticipated in the budget. As these projects get underway, this
variance should diminish.

Fuel expense year to date in 2005 is $32.5 million compared to $30.7 million projected in the

budget. This variance is due to higher fuel prices and higher volume purchased during the
year than those anticipated in the budget.

Purchased Power (in millions)

2005 Actual 2005 Budget
Total Purchased Power $ 9.4 $ 8.9

Purchased power cost year to date for 2005 totals $9.4 million compared to $8.9 million in the
2005 budget. This variance is due to higher Bradley Lake purchased power payments than
anticipated in the budget.

Transmission Operations and Maintenance (in millions)

2005 Actual 2005 Budget
Total Transmission $ 2.4 $ 25

Transmission operations and maintenance expense totals $2.4 million in 2005 compared to
$2.5 million in the 2005 budget, with no significant variance.
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Distribution Operations and Maintenance (in millions)

2005 Actual 2005 Budget
Total Distribution $ 44 $ 4.6

Distribution operations and maintenance expenses totals $4.4 million compared to $4.6
million in the 2005 budget. A portion of this variance is a result of two software projects that
were assumed to be complete and amortizing to this expense category in the budget. In fact,
one of the projects is complete and will begin amortizing in June 2005 and the other project is
not yet complete. In addition, professional services expense associated with locates is lower
than expected in the budget due to timing. This should correct itself as the year progresses.

Consumer Accounts (in millions)

2005 Actual 2005 Budget
Total Consumer Accounts $ 1.9 $ 20

Consumer accounts expense totals $1.9 million compared to $2.0 million in the budget. This
variance is due to lower labor expense in the Member Services department as a result of 4
unfilled positions in early 2005, as well as lower than anticipated allocated costs from the
Information Services as a result of timing of expenditures. It is expected that the variance due
to lower allocated costs will correct itself by year end.

Customer Information (in millions)

2005 Actual 2005 Budget
Total Customer Information $0.2 $0.3

Customer information expense year to date 2005 totals $0.2 million compared to $0.3 million
in the 2005 budget. The most significant contributor to this variance is lower than anticipated
advertising expense due to timing. This variance should correct itself by the end of the year.

Administrative & General (in million)

2005 Actual 2005 Budget
Total Administrative and General $7.5 $8.0

Administrative and general expenses total $7.5 million for 2005 compared to $8.0 million in
the 2005 budget. This variance is due to the timing of professional service activities and
invoicing in areas throughout the organization including Corporate Finance & Planning,
Regulatory Affairs, Corporate Services, Transmission Technical Services, General Counsel
and Human Resources. It is expected that this variance will correct itself by the end of the
year.
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The summary of all the above 2005 operations and maintenance expenses total $63.9 million
compared to $64.0 million in the revised 2005 budget.

Depreciation expense totals $11.9 million for 2005 compared to $11.9 in the revised 2005
budget, with no significant variance.

Tax expense for 2005 totals $0.3 million compared to $0.3 million in the 2005 budget, with no
significant variance.

Long-term interest expense totals $9.5 million compared to $9.5 million in the 2005 budget,
with no significant variance.

Interest during construction totals $0.3 million compared to $0.3 million in the budget, with
no significant variance.

Other interest expense totaled $0.0 million compared to $0.0 million in the budget, with no
significant variance.

Other deductions include donations, preliminary survey and investigation charges of
abandoned projects and obsolete inventory write-offs which are not properly attributable to
operating or maintenance accounts. Year to date 2005, other deductions total $0.1 million
compared to $0.2 million in the budget. This variance is a result of the delay in activities
associated with the decommissioning of the USPS Fuel Cell. It was assumed in the budget that
this work would begin in early 2005 and in actuality has not yet begun.

All of the foregoing expenses result in total cost of electric service of $85.4 million compared
to $85.8 million in the budget.

Non-operating margins include interest income, allowance for funds used during construction,
capital credit and patronage capital allocations and extraordinary items. Year to date in 2005,
non-operating margins total $0.3 million compared to $0.2 million in the budget, with no
significant variance.

The net result of revenue and expenses year to date in 2005 is margins of $5.9 million
compared to year to date projected margins of $3.9 million in the 2005 revised budget. The
current 5 month actual/7 month budget forecast projects year end margins of $7.5 million and
an MFI/I of 1.33, consistent with the revised budgeted margins and MFI/I levels.



	
	
	
	

