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C o r p o r a t e  M i s s i o n
Through superior service, safely provide reli-

able and competitively priced energy.

C o r p o r a t e  V i s i o n
Powering Alaska’s future.

Incorporat ion
Chugach Electric Association was incorpo-

rated in Alaska, March 1, 1948, with funding 

under the Rural Electrification Act of 1936, 

as amended. In 1991 Chugach refinanced 

and paid off its federal debt, leaving the REA 

program. Chugach remains a cooperative and 

ranks among the largest of the more than 

900 electric cooperatives in the nation.

E q u a l  E m p l o y m e n t  O p p o r t u n i t y
It is a policy of Chugach Electric Associa-

tion, Inc., to recruit, hire, train, promote and 

compensate persons without regard to race, 

color, religion, national origin, sex, marital 

status, pregnancy, parenthood, physical or 

mental disability, veteran’s status, age or any 

other classification protected by applicable 

federal, state or local law.

1. Year in Review

2. Chairman’s Report

3. CEO’s Report

4. Board of Directors

5. Treasurer’s Report

6. Power Sales at a Glance

7. Key Comparisons

8. Independent Registered Public

Accounting Firm’s Report

Printed on recycled paper 
with soy-based ink

9. Financial Statements

24. Power Supply

25. Power Delivery

26. Finance

27. Administration

28. Strategic Planning &

Corporate Affairs

29. Generation Resources

Contents

Cover:  Chugach contract crews realigned a 
138-kilovolt transmission line at the Interna-

tional Substation.

Left: Chugach performed repairs on one of the   
230-kilovolt transmission lines from Beluga.

Year in Review

Top: Tower rescue training 
is one of many safety 
programs at Chugach.

Bottom: Board Chair 
Jim Nordlund cut 
the ribbon at an 
official re-opening 

of the remod-
eled Chugach 
headquarters 

lobby. 

Early in the year Chugach recruited 

volunteers to test monitors to deter-

mine how they might impact a custom-

er’s energy use.  The project was funded 

in part by a grant from the Alaska 

Energy Authority.

In February the board approved exten-

sions to the collective bargaining agree-

ments covering the Office and Engi-

neering, Generation and Outside Plant 

bargaining unit personnel. 

Chugach used the Internet as the pri-

mary means of distributing the annual 

report in advance of the 2010 Annual 

Membership Meeting.  The April 29 

event saw 233 members register for the 

meeting.  Slightly more than 15 per-

cent of the 66,375 Chugach members 

of record voted.  Susan Reeves and P.J. 

Hill were elected to 3-year terms on 

the board of directors.  The members 

approved five proposed bylaw amend-

ments.

In April a bill allowing electronic voting 

in cooperative elections passed the leg-

islature and was subsequently approved 

by the governor.  Chugach was one of 

the co-ops supporting the legislation 

and will allow electronic voting in its 

upcoming elections. 

In May the Regulatory Commission 

of Alaska (RCA) approved a contract 

between Chugach and Marathon Alaska 

Production to provide gas for the utility 

from April 1, 2011 through March 31, 

2013, with two possible extensions (the 

first for nine months has already been 

executed).

Chugach prepared property just west of 

its headquarters building to house its 

relocated operations yard.  The old yard 

is part of the site for the Southcentral 

Power Project (SPP), expected to be 

in operation by late-2012.  Chugach 

signed the engineering, procurement 

and construction contract with SNC-La-

valin Constructors for the project 

in June.  SPP will be a gas-fired, 

183-megawatt, combined-cycle 

power plant. It is a joint project 

between Chugach and Municipal 

Light & Power.  The utilities will 

own 70 and 30 percent, respec-

tively.  

Chugach customers benefited 

from a refinancing of the bonds 

that helped pay for the Bradley 

Lake project, the largest hydro-

electric plant in the Railbelt.  The 

utilities that take power from 

the project pay the annual debt 

service on the bonds sold by the 

state to help finance the project.  

The Alaska Energy Authority ap-

proved a request to issue replace-

ment bonds to lower the debt 

service.  The sale closed July 1.

An unusually wet summer added extra 

water to reservoirs of Southcentral 

hydroelectric projects.  The National 

Weather Service recorded 6.42 inches of 

rain in Anchorage from June 1 through 

Aug. 24, about 13 percent above the 

normal 5.69 inches.  In 2010 Chugach 

generated 11 percent of its kilowatt-

hours from hydroelectric resources, and 

89 percent from natural gas units.    

In September the RCA accepted the 

settlement agreements Chugach had 

reached with its wholesale customers, 

helping to resolve an outstanding rate 

case.  Among other things, the agree-

ments set new rates for both retail 

and wholesale customers and resolved 

depreciation issues.   

In November Chugach employees took 

an LED lighting educational program 

to participating schools.  The goal was 

to educate children on energy use and 

conservation.  

In December the board appointed Doug 

Robbins, a retired petroleum geologist 

and manager, to fill a vacancy created 

by the passing of Director Pat Kennedy 

in October.  

The Alaska Railbelt Cooperative Transmis-

sion and Electric Co. was incorporated in 

December.  Five Railbelt electric utilities 

formed the co-op to provide a frame-

work for collective action on regional 

generation and transmission issues.

Chugach finished the year with only two 

recorded lost-time accidents – its best 

safety record in years.  The Northwest 

Public Power Association subsequently 

recognized the achievement with a 

2010 award for the best safety record 

for a company of its size.
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Chairman’s Report

J i m  N o r d l u n d

Board Chair

T h e  E x e c u t i v e 
s t a f f

Seated from left, Brad Evans, Chief Executive 
Officer; Lee Thibert, Sr. Vice President, Strategic 

Planning & Corporate Affairs. Standing from left 
are Paul Risse, Sr. Vice President, Power Supply; Ed 

Jenkin, Vice President, Power Delivery; Connie Owens, 
Executive Assistant; Mark Johnson, Corporate Coun-

sel; Tyler Andrews, Vice President, Human Resources 
and Mike Cunningham, Sr. Vice President, Finance & 

Chief Financial Officer.

Striving to keep electric rates low 

through utility cooperation and the 

modernization of generation equipment 

was a focus for Chugach throughout 

2010.

After efforts to form a Railbelt-wide 

generation and transmission organiza-

tion stalled in the legislature last year, 

five of the six Railbelt electric utilities 

formed their own cooperative known as 

the Alaska Railbelt Cooperative Transmis-

sion and Electric Company (ARCTEC). 

The Railbelt is a single electric grid, yet 

there are six separate utilities provid-

ing service to approximately 250,000 

customers.  This leads to an expensive 

and inefficient generation system which 

costs the ratepayers more.  Chugach 

has championed the effort to better 

“rationalize” the Railbelt grid by foster-

ing cooperation among the various 

utilities.  ARCTEC provides a framework 

for a collective approach to the most 

expensive parts of our business.  It pro-

vides a unified voice on regional electric 

issues.  Incorporated in December of 

2010, ARCTEC is a young organization, 

but one with great potential.  Nurturing 

its growth and evolution in the coming 

years will be critical to its success.

Cooperation at the local level has led to 

the groundbreaking for the new South-

central Power Project (SPP).  The costs 

and output of the plant will be shared 

70/30 by Chugach and Municipal Light 

& Power, respectively. SPP will be an ef-

ficient 183-megawatt, combined-cycle 

natural gas-fired power plant.  Com-

bustion emissions including CO2 will be 

much lower, and savings in gas costs 

will be an estimated $30 million in its 

first year alone due to state-of-the-art 

turbines. SPP will be constructed over 

the next two years. 

We cannot rely entirely on natural 

gas, however, due to declining Cook 

Inlet reserves, the Chugach board has 

a long-term goal of shifting from our 

current reliance on fossil fuel to one 

where more power comes from renew-

able resources.  Today, about 90 percent 

of the electricity we sell comes from 

burning natural gas, with the other 10 

percent from hydroelectric projects.  In 

2008 the Chugach board adopted a goal 

of changing our generation mix from 

90/10 to 10/90.  

Ninety percent reliance on renewable 

energy is an ambitious goal that will be 

difficult to achieve without a large hy-

droelectric project. We are supportive of 

the work of the Alaska Energy Authority 

to evaluate the potential for new hydro 

projects in the Railbelt, including their 

decision that efforts should be focused 

on developing a project on the Susitna 

River at a site called Watana.  We appre-

ciate the support of the governor and 

legislators to at least begin the permit-

ting process for this project.

However, Watana generation is at 

least 10 years away. In the meantime, 

Chugach will stair-step its way towards 

the 90 percent renewable level. The 

Anchorage-area is blessed with some 

of the best renewable resources in the 

world, including water, wind, geother-

mal and tides.  We are considering 

projects that would divert more water 

into the reservoirs of existing hydro 

projects.  A viable wind project at Fire 

Island lies at our doorstep.  Chugach has 

been in confidential negotiations with 

the developer, Cook Inlet Region Inc., 

which should be concluded soon.  At 

the base of Mount Spurr lies a promis-

ing geothermal project, and developers 

are testing the tremendous currents of 

Cook Inlet with innovative tidal genera-

tion designs.   

As we sail into the uncharted waters of 

our energy future, I am proud to say 

that you could have no better crew 

on board than the staff at Chugach. 

Whether it is the specialized workers 

that operate, maintain and repair our 

large turbines and generators; or the 

linemen that install and maintain our 

lines, often in the worst weather; or the 

courteous and helpful staff that provide 

the highest rated customer service; or 

the engineers and other professional 

staff that assist the board in making 

critical decisions; you, the members, 

own a top-notch cooperative that is 

leading the vision for Alaska’s energy 

future.  
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CEO’s Report

B r a d l e y  E v a n s

CEO

Rarely has Chugach had a year when 

it achieved so much on so many fronts 

as it did in 2010.  Our successes came 

in the areas of gas supply and storage, 

efficient power plant construction, the 

legislative and regulatory arenas, refi-

nancing, work force safety and system 

reliability.

In 2010 we finalized negotiations 

with Marathon Alaska Production on 

a contract subsequently approved by 

the Regulatory Commission of Alaska 

(RCA).  The initial period of the contract 

was for 24 months, running from April 

2011 through March 2013.  The con-

tract allows two extensions – the first 

of which has been executed – provid-

ing gas through the end of 2013.  The 

second could extend the agreement for 

another year. The agreement comple-

ments a contract with ConocoPhillips 

approved in 2009 that provides varying 

amounts of gas into 2016.  

Chugach actively pursued gas storage 

options in 2010 and chose to negotiate 

for services from a project that will con-

vert a partially depleted gas reservoir on 

the Kenai Peninsula into a gas-storage 

project.  If all goes as planned, injec-

tions could begin by mid-2012, allowing 

withdrawals during the winter of 2012-

2013.  The project will help regulate gas 

use and enhance supply security.

Securing a critical air permit in Decem-

ber from the Department of Environ-

mental Conservation helped keep the 

Southcentral Power Project (SPP) on 

schedule.  Chugach is constructing SPP 

on behalf of itself and Municipal Light & 

Power, with the costs and output to be 

shared 70/30, respectively.  

Chugach sought and received advance 

assurance from the RCA that the cost of 

the major contracts for SPP would be 

recoverable in future rates.  To its credit, 

the RCA understood that its decision 

could lead to better project financing by 

removing perceived risk in the market-

place.

The decision on rate assurance for SPP 

expenses, coupled with a sound busi-

ness strategy to address the changes 

we foresee in our relationships with 

wholesale customers and others in the 

coming years, were important as we 

reshaped our debt portfolio.  Chugach 

executed a $275 million refinancing at 

historically low interest rates.  The trans-

action closed on Jan. 21, 2011, follow-

ing months of effort.  The bonds carry a 

weighted average interest rate of 4.57 

percent.  Most of the proceeds will be 

used to pay off existing higher-interest 

debt as it comes due in 2011 and 2012, 

thereby lowering borrowing costs.

In a separate action, we led an effort 

to refinance the bonds 

that helped build the 

Bradley Lake hydro proj-

ect.  Chugach customers 

alone will save more than 

$700,000 from the lower 

interest rates achieved in 

the refinancing.

Our 2010 legislative issues 

remained focused on the 

big picture: fuel supply, 

more hydro power, and a regional ap-

proach to generation & transmission 

concerns.  We continued advocating for 

state oversight of a Cook Inlet Resource 

Management Plan to ensure continued 

gas flow.  We were pleased with new ex-

ploration incentives the legislature pro-

vided – an idea we supported in Juneau.  

In addition, with support from Chugach 

and others, the legislature provided 

funds for the Alaska Energy Authority 

to investigate options for a major new 

Railbelt hydroelectric project.

And finally, here are two things that say 

much about the efforts of our work 

force.  We finished 2010 with our best 

lost-time accident record in years, and 

power was on 99.98 percent of the year 

for the average customer.

Any one of the above accomplishments 

would have been noteworthy.  Together, 

they marked 2010 as a very successful 

and busy year for Chugach.
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Board of Directors

Seated from left:  P.J. Hill, 
Secretary; Jim Nordlund, Chair; 
and Rebecca Logan.   

Standing from left:  Doug 
Robbins; Susan Reeves, 
Treasurer; Janet Reiser, 
Vice Chair; and Elizabeth 
Vazquez.

I n  M e m o r y  o f  E l i z a b e t h  “ P a t ”  K e n n e d y
Pat Kennedy, a Chugach director elected to the board in 2009, passed away Oct. 23, 

2010.  Kennedy was a retired attorney who served multiple terms on the board and 

on many board committees.  

J i m  N o r d l u n d 
Chairman
Jim Nordlund is the Alaska state director 

of USDA Rural Development, as well as 

the owner of Nordlund Carpentry, LLC. 

He was elected to the board in 2006 

and re-elected in 2009. Nordlund is a 

former legislator and state director of 

Public Assistance. He is chairman of the 

board and serves on the board’s Audit, 

Finance, and Operations committees. 

Nordlund is the Cooperative Finance 

Corp. voting delegate.  He is a National 

Rural Electric Cooperative Association 

(NRECA) Credentialed Cooperative Direc-

tor.

J a n e t  R e i s e r 
Vice Chair
Janet Reiser is the managing partner of 

Salus Management Services and man-

aging member of Jet Enviro De-Icing, 

LLC. She was elected to the board in 

2008. She serves as chair of the board’s 

Operations Committee, and is the board 

liaison to the Renewable Energy Com-

mittee and the Southcentral Power Proj-

ect. Reiser is the NRECA alternate voting 

delegate.  She is an NRECA Credentialed 

S u s a n  R e e v e s
Treasurer
Susan Reeves is the managing mem-

ber of Reeves Amodio LLC, where she 

practices law. Reeves was elected to the 

board in 2010. She serves as the chair of 

the Finance Committee and is a mem-

ber of the Audit Committee.

P . J .  H i l l 
Secretary
P.J. Hill is a retired professor from the 

School of Business and Public Policy at 

the University of Alaska Anchorage. He 

is also an economic consultant and a 

commercial fisherman. He was elected 

to the board in 2007 and re-elected 

in 2010. Hill chairs the board’s Audit 

Committee and is the vice chair for the 

Finance Committee. He is the electronic 

voting liaison for the Joint Utility Selec-

tion Committee and the NRECA voting 

delegate.  He is an NRECA Credentialed 

Cooperative Director.

R e b e cc  a  L o g a n
Director
Rebecca Logan is the general manager 

for the Alaska Support Industry Alli-

ance. She was appointed to fill a board 

vacancy in 2007 and elected to the 

board in 2008. She is the vice chair of 

the board’s Operations Committee and 

serves on the Audit Committee.  Logan 

is the board liaison to Chugach’s Elec-

tion Committee.  She chaired the Joint 

Utility Task Force and is Chugach’s Alaska 

Power Association representative.

D o u g  R o bb  i n s
Director
Doug Robbins is a retired petroleum 

geologist and manager from Marathon 

Oil.  Robbins holds a Master’s degree in 

geology. Robbins was appointed to fill a 

board vacancy in 2010. He serves on the 

board’s Operations, Audit and Finance 

committees.

E l i z a b e t h  V a z q u e z
Director
Elizabeth (Liz) Vazquez is a supervis-

ing Administrative Law Judge (Hearing 

Examiner) with the State of Alaska.  She 

has a law degree from The Cornell Law 

School and two Masters of Business 

Administration.  She was elected to the 

board in 2005 and re-elected in 2008. 

Vazquez serves on the board’s Opera-

tions and Finance committees.  She is 

the board liaison to Chugach’s Bylaws 

Committee, and the alternate voting 

delegate for the Cooperative Finance 

Corp. Vazquez is an NRECA Credentialed 

Cooperative Director and has earned her 

Board Leadership Certificate.

Cooperative Director and has earned 

her Board Leadership Certificate. She 

has a Bachelor of Science degree in 

chemical engineering.

Treasurer’s Report

S u s a n  R e e v e s

Treasurer

In 2010, Chugach improved and 

strengthened its financial position, estab-

lished streamlined, simplified procedures 

at the Regulatory Commission of Alaska 

(RCA), entered into contracts with gas 

suppliers and provided funding and per-

formed site preparation for a new, more 

efficient power plant that will reduce 

emissions by approximately 25 percent. 

Chugach ended 2010 with $5.4 million 

in margins.  Margins are a cooperative’s 

bottom line or revenues in excess of 

current costs.  Though our margins were 

slightly lower than our 2010 budget, 

this amount was comparable to our 

margin performance in 2009.  These 

solid margins reflect and are the result 

of numerous process improvements 

associated with damage claims, freight 

receiving and tracking, credit card 

reconciliation and lobby re-design to 

achieve efficiencies and improve mem-

ber satisfaction.  Chugach exceeded 

its financial performance standard of a 

1.10 Margin for Interest/Interest (MFI/I) 

ratio we must meet to reassure the 

bond investors who have made a long-

term investment in Chugach.  Our MFI/I 

for 2010 was 1.26 and our equity ratio 

was 34.7 percent.

Total energy sales to retail, wholesale 

and economy energy customers were 

2,706,609 megawatt-hours in 2010, 

compared to 2,536,676 in 2009.  Retail 

and wholesale sales were down in 

2010, primarily because the weather 

was warmer than anticipated in the 

first quarter of the year and because 

of our customers’ individual efforts to 

conserve energy.  However, economy 

sales rebounded from the prior year’s 

decline, due to a new contract executed 

with Golden Valley Electric Associa-

tion.  Total revenue was $258.3 million, 

significantly less than the $290.2 million 

of revenue in 2009.  This reduction in 

revenue was due primarily to lower fuel 

and purchased power costs that result-

ed in lower prices to our customers.    

In 2010, we successfully completed all 

aspects of the 2008 Test Year Rate Case 

and implemented the Simplified Rate 

Filing process.  This is expected to allow 

Chugach to adjust rates in a more rou-

tine and efficient manner.  

Chugach’s strong, consistent finan-

cial performance and these favorable 

outcomes in our regulatory environ-

ment proved to be very valuable, as two 

bond rating agencies reaffirmed our 

underlying long-term ratings of “A-” and 

“A3” in the fourth quarter of 2010.  Our 

financial performance, those affirma-

tions and the RCA’s pre-approval of a 

significant portion of construction costs 

associated with the Southcentral Power 

Project (SPP) contributed to successful 

refinancing efforts in November.  Not 

only did Chugach renew its $300 million 

credit facility used to “backstop” its 

commercial paper program, it success-

fully refinanced $270 million of bullet 

debt maturing in 2011 and 2012.  The 

new amortizing debt carries a weighted 

average interest rate of 4.57 percent, 

which is much lower than the 6.55 per-

cent and 6.20 percent on the maturing 

debt.

Chugach expended approximately $74.9 

million on total capital expansion and 

system improvement projects in 2010.  

A significant portion was associated with 

SPP.  Chugach executed several agree-

ments and received an air emissions 

permit from the Alaska Department of 

Environmental Conservation in 2010.  

Chugach continued to finance expen-

ditures associated with SPP by issuing 

commercial paper, ending 2010 with 

$98.5 million of commercial paper out-

standing.  The average monthly interest 

rate on commercial paper ranged from 

0.26 to 0.37 percent in 2010.  These 

attractive interest rates coupled with 

the long-term refinancing is expected 

to save our members millions of dollars 

in interest expense in the future.  We 

continue to monitor all financial markets 

in anticipation of converting some of 

the outstanding commercial paper to 

long-term debt.   

Chugach continued to operate and 

maintain our production, transmission and 

delivery system that provides reliable and 

low-cost power to our members.  To help 

assure that we will have fuel to meet our 

needs, we negotiated a new long-term 

natural gas supply contract with Marathon 

Alaska Production, LLC (MAP) approved 

by the RCA in May of 2010.  The new MAP 

contract will provide gas beginning April 

1, 2011 to Dec. 31, 2013, with the first 

extension option already exercised.  A 

second contract option could extend the 

contract through Dec. 31, 2014.
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Power Sales at a Glance

Golden Valley Electric Assoc./ML&P 
8.6% Other

1.1%

Commercial

26.2%

Residential 
28.0%

Matanuska

Electric Assoc.
21.7%

City of Seward

1.6%

Homer Electric Assoc.
12.8%

Golden Valley Electric Assoc./ML&P 
10.3%

Commercial

23.1%

Residential 
20.1%

Matanuska

Electric Assoc.
27.4%

City of Seward

2.3%

Homer Electric Assoc.
16.8%

Economy Energy 
10.3%

Retail

43.2%

Wholesale

46.5%

Other

1.1%

Economy Energy 
8.6%

Retail

54.2%

Wholesale

36.1%

 b y  o p e r a t i n g  r e v e n u e s 
TOTAL:           $258,325,345

 b y  k i l o w a t t - h o u r s 
TOTAL:           2,706,609,416

O v e r v i e w D e t a i l

O v e r v i e w D e t a i l
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Chugach averaged 1.71 outage hours per customer in 2010, lower than the 2.30 
hours in 2009. The 5-year average for customer outage hours decreased to 2.33 
hours in 2010, down from the 2.39 hours in 2009.

Key Comparisons

O u t a g e  s t a t i s t i c s

89% Natural Gas			   11% Hydro

90% Natural Gas			   10% Hydro

91% Natural Gas			     9% Hydro

2010

2009

2008

K i l o w a t t - h o u r s  s o l d

2010

2009

2008

W h o l e s a l e  k w h

2010

2009

2008

C o s t  p e r  r e s i d e n t i a l  k w h

2010

2009

2008

T o t a l  r e v e n u e / non-operat ing margins

2010

2009

2008

S e r v i c e  l o c a t i o n s  a t  y e a r - e n d

2010

2009

2008

M a r g i n s

*Not including the customer charge and the 2 percent MOA undergrounding charge

in December*

2.71 Billion kwh

2.54 Billion kwh

2.79 Billion kwh

1.26 Billion kwh

1.28 Billion kwh

1.32 Billion kwh

11.82 Cents/kwh

13.01 Cents/kwh

13.49 Cents/kwh

$259.4 Million

$291.1 Million

$289.5 Million

81,339

81,047

80,682

$5.4 Million

$5.7 Million

$6.4 Million

2010

2009

2008

R e t a i l  k w h

2010

2009

2008

E c o n o m y  e n e r g y  k w h

2010

2009

2008

C o s t  o f  7 0 0  k w h

2010

2009

2008

E x p e n s e s

2010

2009

2008

G e n e r a t i o n  s o u r c e  b y  k w h

*Includes customer and energy charges, fuel surcharge and regulatory cost 
charge. Does not include 2 percent MOA undergrounding charge

res ident ial serv ice in December*

1.17 Billion kwh

1.18 Billion kwh

1.21 Billion kwh

278.1 Million kwh

76.9 Million kwh

256.1 Million kwh

$90.76

$99.04

$102.42

Fuel costs
$136.4 Million

Fuel costs
$111.7 Million

Fuel costs
$137.9 Million $283.1 Million

$254.0 Million

$285.4 Million
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I n d e p e n d e n t  R e g i s t e r e d  P u b l i c  A cc  o u n t i n g  F i r m ’ s  R e p o r t

 

 

 

 
 

 

 

 

 

Report of Independent Registered Public Accounting Firm 

 

The Board of Directors  

Chugach Electric Association, Inc.  

We have audited the accompanying balance sheets of Chugach Electric Association, Inc. as of December 

31, 2010 and 2009, and the related statements of operations, changes in equities and margins, and cash 

flows for each of the years in the three-year period ended December 31, 2010. These financial statements 

are the responsibility of the Company’s management. Our responsibility is to express an opinion on these 

financial statements based on our audits.  

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 

Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 

assurance about whether the financial statements are free of material misstatement. An audit includes 

examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 

An audit also includes assessing the accounting principles used and significant estimates made by 

management, as well as evaluating the overall financial statement presentation. We believe that our audits 

provide a reasonable basis for our opinion.  

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of Chugach Electric Association, Inc. as of December 31, 2010 and 2009, and the results 

of its operations and its cash flows for each of the years in the three-year period ended December 31, 

2010, in conformity with U.S. generally accepted accounting principles.  

 

 
 

March 30, 2011  

Anchorage, Alaska

F i n a n c i a l  S t a t e m e n t s
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

 
    

    
    
    
    
    
    
    
    
    
    
    
    
    

    
    
  
    
    
    
    
    
    
    
    
    
    
    
    


    

    
    
    
    
    
    

    
  
    
   
    

    
    

   
    
    
    
    
    
    
    
    

    
    

    
    

    
    
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



      

      
      

      
      
      
      
      
      
      
      
      
      

      
      
      
      
      
      

      
      
      
      
      
      
      










     
     

     
     

     
     
     
     

     
     
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   
   
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   
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














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N o t e s  t o  F i n a n c i a l  S t a t e m e n t s

 

 

















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

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N o t e s  t o  F i n a n c i a l  S t a t e m e n t s

 

 























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



 







  

  

  

  

  

  

  

  

  

  

   




  

  

  

  

  

  

  

   










  

  

  

  

  

   




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


 




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












    

















     

     

     

     

     

     

    









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

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












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

  

  

  

  


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
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 

 











 


 


 



 





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     
     
     

    
  


    
     
     
     
     
     
     


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Power Supply

Top:  Chugach performed 
an inspection on a 
turbine bearing on 
Beluga Unit 6. 

Middle: Chugach 
replaced a steel 
plate inside a high 
pressure steam 
drum, part of the 
Beluga Unit 6 
boiler.

Bottom: 
An artists 
rendering of 
the South-
central 
Power 
Project.

Power Supply is responsible for 

operating and maintaining Chugach’s 

power plants, its power control center, 

Supervisory Control and Data Acquisition 

(SCADA) system and communications 

infrastructure.

Chugach began preparation to build 

one of its largest projects after years 

of planning, the Southcentral Power 

Project (SPP).  The $369 million SPP is 

a joint project between Chugach and 

Municipal Light & Power (ML&P) to con-

struct a 183-megawatt, combined-cycle 

gas-fired power plant that will be owned 

by the utilities 70/30, respectively.  The 

project will have three natural gas-

fired turbine-generators, plus a steam 

turbine-generator that makes power 

from the hot exhaust of the gas units.  

SPP will be a highly efficient plant, using 

only about three-fourths of the gas to 

make a kilowatt-hour compared to the 

system average today, with an expected 

fuel cost savings for Chugach and ML&P 

customers of about $30 million for 

2013.

The plant is being built on land at 

Chugach’s headquarters complex, 

where Chugach has operated a gas-

fired power plant since 1964.  To 

make way for the plant, land was 

purchased and a new operations 

yard prepared to store Chugach’s 

structures, transformers and 

other equipment.  In addition, 

Chugach prepared an SPP 

lay-down parcel for tempo-

rary storage of construction 

items, equipment staging 

and construction parking.

SNC-Lavalin Constructors 

was awarded the SPP en-

gineering, procurement 

and construction contract.  Construc-

tion will occur primarily in 2011 and 

2012, with start-up at the end of 2012 

and commercial operation at the begin-

ning of 2013.  

Chugach performs yearly major mainte-

nance projects on the utility’s genera-

tion units.  In 2010 those projects in-

cluded annual inspections, combustion 

inspections, a major overhaul of Bernice 

Power Plant Unit No. 3, and a hot gas 

path inspection on Bernice Unit No. 4.  

Chugach completed installation of a 

new SCADA Energy Management System 

in January of 2010.  The new system, 

which uses current technology, re-

placed one installed in the late 1990s. 

The system is used by dispatchers and 

engineers to manage Chugach’s Trans-

mission, Generation and Distribution 

Operations.  The project was a joint ef-

fort with ML&P, which also replaced their 

SCADA Energy Management System. 

In addition to replacing the SCADA 

system, Chugach replaced the original 

Uninterruptible Power Supply (UPS) 

system for the SCADA installed at the 

headquarters building in the early 

1980s.  The UPS is a battery bank and 

power inverter that keeps the SCADA 

system energized for several hours in 

the event of a loss of power.  Due to 

the importance of the SCADA system, a 

UPS is critical to ensure that there is a 

constant source of power.  The UPS is a 

backup not only for SCADA but also for 

Chugach’s Information Services com-

puters.  The IS equipment supports all 

of Chugach computers, including the 

customer information system, billing 

systems, company financials and work 

management programs. 
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Power Delivery

Top:  Chugach installed a dry-out system on a transformer at the 
O’Malley Substation to help prevent premature equipment failures.

Middle: Chugach substation crews performed routine breaker 
maintenance.     

Bottom: Chugach contractor crews assembled an H-frame crossarm 
on the Seward transmission line repair project.

Power Delivery is responsible for 

delivering safe and reliable power from 

the generators to Chugach’s members 

through its Engineering, Substation & 

Line Operations functions.   Chugach has 

a great record of responding to restore 

power with a well-trained work force.  

In addition, work continues to improve 

overall reliability and minimize outages 

through various maintenance and con-

struction activities.

Chugach uses a comprehensive reli-

ability-centered maintenance program, 

including predictive maintenance 

techniques and technology, to find and 

repair defective equipment before a 

failure.  One effort in 2010 was at the 

Sand Lake Substation where significant 

overheating was detected in a piece of 

equipment.  Follow-up testing showed 

indications of internal arcing.  A trans-

former load tap changer was removed 

from service and replaced before a 

failure caused an outage.  Following 

oil testing, Chugach crews installed a 

dry-out system on a transformer at 

the O’Malley Substation.  The system 

separates and removes water from the 

mineral oil used as an insulating medium 

in the transformer, helping to prevent 

premature equipment failure.  

Cable injection projects continued as 

Chugach saw a significant increase in 

failures for cable installed in the 60s, 

70s and 80s.  Crews rehabilitated nearly 

four miles of cable in 13 subdivisions 

across the Anchorage Bowl, at a cost of 

about $584,000.  Chugach continues to 

identify and select cables for rehabilita-

tion with an average of 7-10 projects 

each year. Injecting cables averaged 

about $17 per foot compared to an 

average of $142 per foot for cable 

replacement. 

Chugach continued its aggressive 

line clearing program in 2010.  Using 

$250,000 of a $400,000 grant funded 

primarily by from the Federal Emergency 

Management Agency, Chugach cleared 

trees along about five miles of the Hope 

Highway right of way.  Crews removed 

unhealthy or dead trees that had the 

potential to fall on the power line and 

cause an outage.  Through its regular 

clearing program Chugach cleared 193 

miles of distribution line that included 

nearly the entire Hope area, as well 

as some areas in the Anchorage Bowl.  

Transmission lines were included in the 

clearing project for 2010, with 30.6 

miles being cleared between the Hope 

Substation and the Cooper Lake Power 

Plant. Chugach was given a permit to 

clear about a mile of line in Powerline 

Pass that had not been cleared for years 

at the same time Chugach repaired a 

damaged structure. 

Chugach continued to be responsive 

to the needs of its newest members, 

providing 429 new residential service 

installations.  Chugach also completed 

132 commercial service installations. 

In order to meet future needs, work 

continued on a new switchyard that will 

be built in conjunction with and provide 

a link to the Southcentral Power Project.  

The International Substation switchyard, 

adjacent to the project, will feed power 

to Chugach’s 138-kilovolt system and 

Municipal Light & Power’s 115-kilovolt 

system.  By the end of the year, the 

final design and permitting for the 

substation improvements were under-

way and all of the major equipment had 

been ordered.  Construction will start in 

2011, with completion in 2012.
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The Finance division is responsible 

for Chugach’s accounting, finance, 

regulatory affairs and risk management 

functions.  

During 2010, the Finance division 

worked hard to obtain attractive long-

term financing that would ensure the 

replacement of $270 million of bullet 

debt maturing in early 2011 and 2012.  

In addition, a $300 million commercial 

paper backstop facility was renewed to 

support the interim financing of the 

Southcentral Power Project (SPP) being 

constructed at Chugach’s headquarters 

complex. Chugach has been able to 

borrow interim funds at or around 0.30 

percent throughout much of 2010 as 

well as financing 20-year and 30-year 

long-term debt at a weighted interest 

rate of 4.57 percent. The success of 

these financing activities is the direct 

result of Chugach’s solid financial per-

formance.  

In addition, Chugach was successful in 

obtaining pre-approval of a significant 

portion of the construction costs associ-

ated with the SPP from the Regulatory 

Commission of Alaska (RCA).  In October, 

the RCA concluded “it is in the public 

best interest to provide cost recov-

ery assurance” to Chugach, allowing 

Chugach to include in future rates $197 

million in costs associated with three 

principal contracts to build the power 

plant as soon as the plant becomes 

used and useful. The advanced approval 

enhanced Chugach’s credit quality and 

was a significant factor for Chugach in 

the refinancing of its 20-year and 30-

year long-term debt.   

Finance

In November, the RCA materially accept-

ed base rate changes for the combined 

2008 Test Year General Rate Case and 

the Revision to Current Depreciation 

Rates.  As a result of the RCA accepting 

settlement agreements and their final 

ruling in the case, Chugach issued re-

funds to the wholesale customers dur-

ing the fourth quarter.  A plan to issue 

interim rate refunds to retail customers 

was approved by the RCA prior to year 

end and approximately $185,000 was 

refunded in the first quarter of 2011.

Chugach’s Finance division is an active 

participant in the Natural Gas Stor-

age Cost Recovery Docket which came 

before the RCA in 2010.  At a hearing 

in November, Cook Inlet Natural Gas 

Storage Alaska (CINGSA) requested a 

Certificate of Public Convenience and 

Necessity (CPCN). The commission, at 

the conclusion of this process, issued 

a CPCN to CINGSA.  In early 2011, the 

commission held a hearing and issued 

an order on rate calculations and pro-

cesses.  The storage facility is expected 

to be operational in 2012.

Throughout the first half of the year, 

Chugach worked with the RCA on its 

request for approval to implement the 

Simplified Rate Filing (SRF) process 

for the adjustment of base energy 

and demand rates in accordance with 

Alaska statutes. The purpose of SRF is to 

streamline the rate adjustment process 

through routine filings that update 

underlying cost and sales information 

utilizing commission-approved ratemak-

ing methodologies.  In July, the RCA 

issued an order granting Chugach’s 

request to implement the SRF process 

for rate adjustments on a semi-annual 

basis.  Chugach’s initial SRF was filed in 

September and resulted in a 0.2 percent 

system base rate reduction effective 

Nov. 15, 2010.

Top:  Regulatory Affairs and Finance worked closely together to 
oversee Chugach’s financial health.

Middle:  Chugach members registered at the 2010 Annual Meet-
ing and Election.

Bottom: Chugach employees participated in the Anchorage 
Chamber of Commerce Clean-up Day.

Administration is responsible for 

Chugach’s Administrative Services, 

Information Services, Member Services, 

and energy efficiency and conservation 

functions.

Chugach’s 2010 procurement of goods 

and services totaled $189.4 million. Of 

that, $122.8 million – 65 percent of the 

total expenditures – was for fuel for 

power production. Of the remaining 

$66.6 million, Chugach spent $39.7 mil-

lion in Alaska, with $34.8 million being 

spent within the local Anchorage econo-

my. Goods and services include materi-

als and supplies for routine operations 

and maintenance, major maintenance, 

capital projects, the cost of utilities and 

professional services.

A lobby remodel to better serve cus-

tomers and improve traffic flow was the 

outcome of Chugach employees doing 

a business process redesign based, in 

part, upon member traffic that in-

creased more than 5 percent in 2009.  

Construction started in March and in 

July Chugach celebrated a grand re-

opening complete with a ribbon-cutting 

ceremony.

Chugach launched its SmartPower 

energy efficiency program in 2008.   In 

2010, Chugach expanded the program 

and recruited about 90 volunteers 

to participate in an energy efficiency 
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Administration

Fuel 65%*

$122.8 Million

*Includes fuel used to run Nikiski No. 1

Alaska 21%

$39.7 Million

USA/Other 14%

$26.9 Million

Anchorage 
18%

$34.8 Million

research project called “Watt Busters.”  

Participants used on-site energy moni-

tors to provide an understanding of 

their usage and show where they could 

lower their energy use.  Thirty commer-

cial building customers of Chugach and 

Municipal Light & Power used a com-

mercial component to monitor electric, 

gas and air quality systems.

An outreach program to the Anchor-

age School District used presentations 

by Chugach employees to educate 

students on lighting and conserva-

tion.  Focusing on fourth grade classes, 

students were encouraged to bring in 

incandescent holiday lights and ex-

change them for light-emitting diode 

(LED) light strands.  The outreach was 

part of the SmartPower program that 

Chugach continues to expand.  Classes 

competed for prizes for the students 

as well as an energy audit of their 

school.

In 2010, Chugach achieved its best 

safety record in years by having 

only two lost-time injuries.  This 

record can only be achieved when 

employees take responsibility for 

their personal safety and work 

in a manner to continuously 

assess what can go wrong and 

protect themselves from injury.  

Chugach’s ongoing goal is to 

have zero injuries.

Top:  Chugach participated in several presenta-
tions to Anchorage School District classes to 
educate students on lighting and conservation.

Middle: Chugach continued its Smart-
Power program with an open house for its 
members. 

Bottom: Chugach’s Member Services 
lobby underwent a major renovation.
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Strategic Planning & Corporate Affairs

Strategic Planning & Corporate 

Affairs is responsible for long-term plan-

ning, fuel supply, new business develop-

ment, Government Relations & Corpo-

rate Communications and corporate 

business analysis.

Gas supplies are a topic of concern for 

Railbelt utilities, and Chugach continues 

to look for ways to minimize the use of 

gas while seeking ways to work renew-

able energy into the electrical grid.  

In 2010, Chugach negotiated, and 

the Regulatory Commission of Alaska 

approved, a new gas contract with 

Marathon Alaska Production.  With 

the contract, including the approval 

of the first of two possible exten-

sions, Marathon will now meet 

approximately half of Chugach’s 

needs through December 2013.  

A possible second extension 

could extend the contract 

through the end of 2014.  The 

Marathon contract complements one 

with ConocoPhillips that provides gas 

into 2016.  

In looking for renewable energy proj-

ects for its members and the Railbelt, 

Chugach analyzed the economics and 

integration challenges of the proposed 

Fire Island wind project to negotiate 

for satisfactory pricing and operational 

characteristics, and developed relation-

ships and maintained communications 

with active renewable energy devel-

opers.  In addition, Chugach helped 

advance a prospective “right sized” 

hydro project on the Susitna River.  

Chugach also prepared and submitted 

three Alaska Energy Authority renewable 

energy grant applications, all of which 

were recommended for at least partial 

funding totaling nearly $1.7 million. 

Grants will be awarded in 2011 if funded 

by the legislature and governor. 

Chugach negotiated an economy energy 

power sales agreement with Golden Val-

ley Electric Association.  The agreement 

calls for Chugach to provide Golden 

Valley with a minimum of 20 megawatts 

of power for a 3-year period with an 

option to extend the agreement for an 

additional two years.  These economy 

energy sales contribute about $4 million 

annually toward operating and mainte-

nance expenses and margins.

In 2010 Chugach used the Internet as 

the primary means to distribute annual 

reports to its members.  In an effort to 

offer another option for members to 

participate in elections, Chugach and 

other cooperatives achieved a change 

in state statutes to allow for electronic 

voting, and the board approved its use 

for the 2011 election.

Top:  Multiple transmission lines 
move power from Chugach’s 
Beluga Power Plant to Railbelt 
customers.

Bottom:  Chugach contract 
crews realigned a 138-kilo-
volt transmission line at the 
International Substation.

Chugach uses various generation resources to ensure reli-

able, affordable power. Chugach has 530.1 megawatts of in-

stalled capacity at Chugach-owned facilities. The unit ratings 

shown are taken at 30 degrees Fahrenheit. Chugach also 

takes power from the state-owned Bradley Lake hydroelec-

tric project near Homer and from Homer Electric Associa-

tion’s gas-fired unit at Nikiski.  In 2010, 89 percent of the 

kilowatt-hours Chugach sold came from natural gas units 

and the other 11 percent from hydroelectric resources.

Located along the Knik River and jointly owned with Municipal Light & Power 
and Matanuska Electric Association. Chugach’s share is 30 percent, up to an 
11.7-megawatt maximum. Units are hydro turbines.

Units		  Commissioned		  Power Rating
					     (megawatts)
No. 1		  1955	 23.5
No. 2		  1955	 23.5

TOTAL        47.0

Eklutna

Located near Cooper Landing on the Kenai Peninsula; units are hydro tur-
bines.

Units		  Commissioned		  Power Rating
					     (megawatts)
No. 1		  1960	 9.6
No. 2		  1960	 9.6

TOTAL        19.2

Cooper Lake

Located on the west side of Cook Inlet near Tyonek; Unit Nos. 1-3 and 5-7 
are fueled by natural gas; Unit 8 is a steam turbine.

Units		  Commissioned		  Power Rating
					     (megawatts)
No. 1		  1968	 19.6
No. 2		  1968	 19.6
No. 3		  1972	 64.8
No. 5		  1975	 68.7
No. 6		  1976	 79.2
No. 7		  1978	 80.1
No. 8		  1981	 53.0

TOTAL        385.00

Beluga

Located off International Airport Road in Anchorage; units are natural gas 
combustion turbines.

Units		  Commissioned		  Power Rating
					     (megawatts)
No. 1		  1964	 14.1
No. 2		  1965	 14.1
No. 3		  1969	 18.5

TOTAL        46.7

International
Located near Nikiski on the Kenai Peninsula; units are natural gas combustion 
turbines.

Units		  Commissioned		  Power Rating
					     (megawatts)
No. 2		  1971	 19.0
No. 3		  1978	 26.0
No. 4		  1981	 22.5

TOTAL        67.5

Bernice Lake

Generation Resources
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The Railbelt

Chugach power flows to nearly three-
fourths of Alaska’s population.  Chugach serves 
81,339 retail service locations in an area ex-
tending from Anchorage to the Northern Kenai 
Peninsula, and from Whittier on Prince William 
Sound to Tyonek on the west side of Cook Inlet.  
Chugach provides power for Alaskans from 
Homer to Fairbanks through wholesale and 
economy energy sales to Homer Electric Asso-
ciation, the City of Seward, Matanuska Electric 
Association and Golden Valley Electric Associa-
tion.  On occasion, Chugach sells to, or buys 
energy from, Municipal Light & Power.

Chugach owns 530.1 megawatts of installed 
generation capacity at five power plants.  
Chugach operates 2,232 miles of energized 
line.  Chugach has 539 miles of transmission 
line – that includes 128 miles of leased trans-
mission lines and Chugach’s share of the joint-
ly-owned Eklutna transmission line.  Chugach 
also has 914 miles of overhead distribution line 
and 779 miles of underground distribution line.

Chugach set its 2010 system peak load on Dec. 
21, when demand hit 454 megawatts in the 
hour ending at 6 p.m.  The temperature at 
the time at Chugach headquarters was zero 
degrees.  Power sales for the year totaled 2.7 
billion kilowatt-hours.        


