CHUGACH ELECTRIC ASSOCIATION, INC.

Anchorage, Alaska
November 29, 20
TO: Board of Directors
FROM: Bill Stewart, Chief Executive/Officer

SUBJECT: Comments re Navigant Cons ase I Draft Report on Cost Savings from
Alternative Combinations of ML&P and Chugach

As you know, Chugach’s staff has reviewed Phase 1 Draft Report on Cost Savings from
Alternative Combinations of ML&P and Chugach by Navigant Consulting, Inc. dated November
2, 2007. In an effort to more thoroughly understand the contents of the Report, we recently
asked Navigant a number of questions concerning the contents of the report. As a result of our
questions, Navigant has corrected an error in the Report and generated some new data. We have
reviewed Navigant’s responses to our questions and discussed Navigant’s responses with
Navigant personnel and Fred Boness.

The Report is an important step in analyzing the effects of various combinations, but
some very important issues need to be better understood and addressed as part of the Phase 1
process. In particular, there are five major issues or assumptions that may materially change the
reported savings:

. Using different rate methodologies for different ownership cases
. Assuming tax-exempt financing is only available for ML&P

. Operating efficiencies savings are not fully explained

. Combined entities could significantly change MUSA

. The value of future capital credits

Attached is an explanation of the five major assumptions or issues for your review.




