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Corporate Mission        Corporate Vision
Through superior service, safely provide reliable and competitively priced energy. Powering Alaska’s Future

Incorporation
Chugach Electric Association was incorporated in Alaska, March 1, 1948, with funding under the Rural Electrifica-

tion Act of 1936, as amended. In 1991 Chugach refinanced and paid off its federal debt, leaving the REA pro-

gram. Chugach remains a cooperative and ranks among the largest of the more than 900 electric cooperatives in 

the nation.

Equal Employment Opportunity
It is a policy of Chugach Electric Association, Inc., to recruit, hire, train, promote and compensate persons with-

out 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.

Above: Southcentral Power Project construction

Printed on recycled paper 
with soy-based ink

Y e a r  i n  R e v i e w

Top: The Chugach and ML&P boards were represented at the 

groundbreaking for the Southcentral Power Project.

Middle: An estimated 250 people attended the annual meeting.

Bottom: The City of Seward will remain a Chugach wholesale cus-

tomer through the end of 2016.

Chugach significantly improved its 
financial position in 2011 by taking 
advantage of historically low interest 
rates in the market.  Following 
months of effort, numerous meetings 
with investors in New York, Boston, 
Charlotte, Milwaukee and Chicago, 
Chugach completed a $275 million 
refinancing.

One hundred sixty seven members 
registered for the May 26 annual 
meeting.  Janet Reiser, Harry Crawford, 
and Jim Henderson were elected to 
3-year terms and Doug Robbins was 
elected to a 1-year term on the board 
of directors. Members also approved a 
pair of proposed bylaw amendments. 
About 14 percent of the 66,829 Chugach 
members of record voted in the 
election, with 21 percent of the ballots 
cast via the new option of Internet 
voting.

Chugach and four other Railbelt electric 
utilities joined together to create a new 
generation & transmission cooperative. 
The Alaska Railbelt Cooperative 
Transmission & Electric Company held 
its first meeting on Jan. 7, 2011. The 
ARCTEC board soon began developing 
a capital projects list to discuss with 
legislators and the administration.

A groundbreaking ceremony for the new 
Southcentral Power Project was held 
on March 28. SPP is a joint project to 
construct an efficient, 183-megawatt, 
combined-cycle power plant. The output 
and $369 million cost will be shared 
70/30 between Chugach and Municipal 
Light & Power.

Chugach had a very successful 
legislative session. The state capital 
budget contained $36 million in funding 
for nine projects supported by the 
ARCTEC board, $1.7 million in renewable 

grants requested by Chugach, and a $1 
million municipal grant to help fund 
a second distribution feeder line in 
Girdwood

A pair of new gas contracts went into 
effect on April 1. The event marked 
a major change – bringing an end to 
contracts that had provided fuel for 
Chugach power plants for more than 
20 years. Chugach’s natural gas is 
now supplied by ConocoPhillips and 
Marathon Alaska Production.

Chugach and Marathon Alaska 
Production agreed to a 1-year extension 
of an existing fuel supply contract. 
With the extension, Marathon will 
be providing natural gas to Chugach 
through 2014. Chugach’s 
contract with ConocoPhillips 
provides gas into 2016. 

After the conclusion of 
lengthy negotiations, the 
Chugach board of directors 
voted to approve a set of 
terms and conditions for 
power purchased from a 
wind project on Fire Island. 
The Regulatory Commission 
of Alaska issued an order 
authorizing Chugach to 
recover in rates the cost of 
power purchased from Fire 
Island Wind, LLC. Under the 
power purchase agreement, 
Chugach will take up to 17.6 
megawatts of wind power for 
25 years at a flat net cost of 
$97 per megawatt-hour.

The RCA also approved 
an extension of Chugach’s 
power sales contact with the 
City of Seward through the 
end of 2016.

The Bernice Lake Power Plant was sold 
to Alaska Electric and Energy Coopera-
tive, Inc. - a subsidiary of Homer Electric 
Association. Under the terms of the 
purchase agreement, HEA paid Chugach 
$11.9 million for the plant.

In what would turn out to be a record 
snow winter for Anchorage, Chugach 
facilities and customers were battered 
by an unusually severe series of winter 
storms that began in November and 
continued through the end of the 
year.  Some packed winds around 100 
mph, while others dropped heavy, wet 
snow that led to severe icing on lines 
– especially in the mountains of the 
northern Kenai Peninsula.  



Bradley Evans 
CEO

Janet Reiser 
Board Chair
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English poet John Donne famously not-
ed, “No man is an island, entire of itself; 
every man is a piece of the continent.”  
That’s true whether you’re a member of 
a board, or one of several utilities in a 
region.  

In 2011, the Chugach board and man-
agement focused our internal efforts on 
refinancing, reshaping our generation 
mix and transitioning to new relation-
ships with our wholesale customers.  
The board also took action to improve 
board governance and put in place new 
governance policies and procedures 
that serve as a model to other coop-
eratives.  We have made significant 
progress toward our goal of making 
the board as well-respected as the 
organization itself.  We’ve focused our 
attention on issues of strategic impor-
tance – like working with other utilities 
for the collective good of our members 
and electric customers throughout the 
region.

We share common interests and chal-
lenges with other utilities in the Railbelt, 
and we’re better able to address them 
by working together.  That’s why in late 
2010 utilities formed ARCTEC – the Alas-
ka Railbelt Cooperative Transmission 
& Electric Company.  The organization 
provides a vehicle for regional planning, 

R e p o r t  f r o m  t h e  C h a i r

and a collective approach to problems.

Legislatively, ARCTEC had its first tests 
and successes in 2011.  The board of di-
rectors of the new organization agreed 
on a capital projects list to take to 
Juneau seeking legislative funding.  Fo-
cusing on projects beneficial to custom-
ers throughout the region, the ARCTEC 
board developed a list of nine projects 
that received $36 million in support 
from legislators and the governor.  

The Southcentral Power Project is one 
example of a joint project with shared 
benefits for customers of different utili-
ties.  Chugach is building the efficient 
new plant with Municipal Light & Power.  
Estimates are that the customers of 
the two utilities will save more than 
$20 million in avoided fuel costs in the 
plant’s first full year of operation.

Chugach took a significant step toward 
diversification of our generation mix 
in 2011.  In June, after lengthy nego-
tiations that improved many aspects 
of the project for Chugach, the board 
approved a power purchase agreement 
to take the output of a 17.6-mega-
watt wind project on Fire Island from a 
developer.  The 50,000 megawatt-hours 
of energy from the project will provide 
about 4 percent of the requirements of 
our retail customers.

The largest renewable energy 
project under consideration for 
the Railbelt is the Watana hydro-
electric project on the Susitna 
River planned by the Alaska Energy 
Authority.  For years Chugach 
has supported the state’s efforts 
to develop a major new regional 
hydro project.  In 2011, the leg-
islature and governor provided 
$65.7 million in the capital budget 
to allow AEA to move the project 

forward.  Chugach will remain engaged 
on this important project throughout 
the licensing process.

As a cooperative, Chugach is responsive 
to its members.  The right to elect a 
board to govern the utility is an impor-
tant benefit of membership, and some 
members had suggested offering a way 
to do that electronically.  In 2011 the 
board authorized for the first time the 
addition of voting via the Internet as an 
option in our annual election.  Twenty 
one percent of the voting members did 
so electronically.  Members reported 
it was easier – and it also saves on 
postage and printing.  Give it a try in a 
future election.

As 2011 drew to a close, Southcentral 
Alaska was hit hard by a series of severe 
winter storms.  Thousands of custom-
ers lost power, and Chugach personnel 
from across the organization worked 
day and night to restore service.  The 
board appreciates the patience of 
members and the efforts of dedicated 
employees during these unusual events.  
Together we make up the cooperative – 
one with a bright future.

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 Counsel; Tyler Andrews, Vice President, 

Human Resources and Mike Cunningham, Sr. Vice 

President, Finance & Chief Financial Officer.

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

R e p o r t  f r o m  t h e  C E O

Chugach was incredibly busy – and suc-
cessful – in 2011.

Construction of the 183-megawatt 
Southcentral Power Project remains on 
schedule and on budget, reflecting the 
benefit of the detailed planning and 
preparation that preceded our March 
2011 groundbreaking.  By the end of 
the year, the three gas turbine-gener-
ators and the steam unit were in place, 
keeping us on schedule for planned 
operational testing in the summer of 
2012.  After concurrent construction of 
the new International Substation, SPP is 
scheduled to begin commercial opera-
tions in December 2012.  This efficient 
new plant is important in many ways.  
One is that customers will see a lower 
fuel charge on their monthly bills (ex-
pected to largely offset the capital cost 
of the plant).  Another is lower emis-
sions (for its output, SPP will produce 
only 3 percent of the NOx and CO of 
existing simple-cycle units).  And a third 
is that we’ll reduce our demand for gas 
from Cook Inlet fields by about 3 billion 
cubic feet (BCF) a year – equal to about 
10 percent of our 2011 purchases.

Alaskans have been concerned about 
both the supply and deliverability of 
natural gas in the Cook Inlet area.  
Chugach has worked this issue from the 

supply side to the consumer.  We’ve 
supported tax incentives for explora-
tion and production, utility gas storage, 
construction of the efficient new power 
plant and energy efficiency programs 
for members.  We’re also a leader in 
the Energy Watch program developed 
to alert consumers in the event of an 
energy emergency.

The gas storage project is a very im-
portant and historic one for the region.  
For the first time, utilities will have their 
own storage facility.  The project, known 
as CINGSA (Cook Inlet Natural Gas 
Storage Alaska) will improve fuel sup-
ply security, deliverability and provide 
a market for gas during the summer 
months when demand would otherwise 
fall considerably from winter levels.  
Initially Chugach will take about 22 per-
cent of the project. 

In 2011 Chugach and Marathon Alaska 
Production agreed to a 1-year extension 
of a contract that will continue to sup-
ply about half of the utility’s natural gas 
through 2014.  Chugach’s contract with 
its other supplier, ConocoPhillips, pro-
vides the other half of our gas through 
2014, and additional volumes into 2016.  
With both contracts tied to national 
markets, customers have benefitted 
from decreased natural gas costs in the 

Lower 48. 

Taking advantage of historically 
low interest rates, we significantly 
improved our financial position in 
the past year.  On Jan. 21, 2011, we 
closed a $275 million refinancing 
with bonds that carry a weighted 
average interest rate of 4.57 per-
cent.  A second successful transac-
tion closed on Jan. 11, 2012 with 
a $250 million sale of bonds that 
carry a weighted average inter-

est rate of 4.36 percent.  Chugach used 
a portion of the proceeds to pay off 
higher-interest debt, and another to 
lock in long-term savings by converting 
short-term commercial paper used to 
finance construction of SPP and other 
facilities.  All of Chugach’s debt is now 
amortizing, with no bullet debt left on 
its books.

As a member of the Alaska Railbelt 
Cooperative Transmission & Electric 
Company, Chugach helped craft and 
champion a project list that included 
improvements to the Railbelt’s trans-
mission backbone and flexibility in the 
regional natural gas pipeline system.  
These projects received $36 million in 
state funding, and we moved quickly 
to put the money – and Alaskans – to 
work.  Additionally, Chugach supported 
statutory changes that broadened the 
mission of the Alaska Energy Author-
ity – allowing it to move forward on the 
Susitna-Watana Hydroelectric Project.  
Chugach thanks legislators and the 
governor for their support of important 
regional energy issues and projects.  

2011 saw major accomplishments.  We 
look forward to more in 2012.
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Seated from left: Jim Nordlund; P.J. Hill, Treasurer; Janet Reiser, 
Chair and Jim Henderson. 
Standing from left: Doug Robbins, Secretary; Harry Crawford, and 
Susan Reeves, Vice Chair.
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P.J. Hill 
Treasurer

Janet Reiser 
Board Chair

Janet Reiser is a small-business owner 
and management consultant in the 
emerging technology field. She was 
elected to the board in 2008, and re-
elected in 2011. She is currently the 
Chair of the Board and serves on the 
Operations, Audit and Finance commit-
tees. Reiser is the Chair of the ARCTEC 
board. She is a National Rural Electric 
Cooperative Association (NRECA) Cre-
dentialed Cooperative Director and has 
earned her Board Leadership Certificate. 
She has a Bachelor of Science degree in 
chemical engineering.

Susan Reeves
Vice Chair

Susan Reeves is the managing member 
of Reeves Amodio LLC, where she prac-
tices law. She has been active on Alaska 
non-profit boards and commissions 
for many years. Reeves was elected to 
the board in 2010. She is serving as 
the Vice Chair and is a member of the 
Audit and Finance Committee. She is 
also Chugach’s Alaska Power Associa-
tion representative.  She is an NRECA 
Credentialed Cooperative Director.

Doug Robbins
Secretary

Doug Robbins is a retired petroleum 
geologist and manager with 26 years of 
experience at Marathon Oil Company.  
Robbins holds a master’s degree in 
geology. Robbins was appointed to fill a 
vacancy in December 2010 and elected 
to a 1-year term in the 2011 election. He 
serves as the Board Secretary, the Chair 
of the Audit Committee and Vice Chair 
of the Operations Committee. He is also 
Chugach’s ARCTEC representative. He 
is an NRECA Credentialed Cooperative 
Director.

P.J. Hill 
Treasurer

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 consul-
tant and a commercial 
fisherman. He was 
elected to the board 
in 2007 and re-elected 
in 2010. Hill is the 
Board Treasurer, Chair 
of the Finance Com-
mittee and serves on 
the Audit Committee. He is an NRECA 
Credentialed Cooperative Director and 
has completed the Board Leadership 
Program.

Harry Crawford
Director

Harry T. Crawford, Jr. is a former Alaska 
state legislator, retired iron worker 
and a small-real estate developer. He 
was elected to the board in 2011. He 
currently serves on the Operations and 
Audit committees and is the Board 
liaison to the Bylaws Committee and 
the Renewable Energy Committee.  He 
is an NRECA Credentialed Cooperative 
Director.

Jim Henderson
Director

Jim Henderson is a principal with New 
American Financial Group in the finan-
cial services industry. He specializes in 
asset-based finance products, reorgani-
zation, refinancing of distressed compa-
nies, and accounting and disposition of 
capital assets. His primary emphasis is 
transportation, industrial machinery and 

aviation operations, assets and industry 
development. He has over 30 years of 
experience in consulting and analysis 
and finance of capital assets. Henderson 
has served on various committees for 
Chugach in the past.  Henderson was 
elected to the Board in 2011. He serves 
on the Operations and Finance com-
mittees.  He is an NRECA Credentialed 
Cooperative Director.

Jim Nordlund 
Director

Jim Nordlund is 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 has served as Chairman 
of the Board and currently is Chair of 
the Operations Committee.  He is an 
NRECA Credentialed Cooperative Direc-
tor.

B o a r d  o f  D i r e c t o r s T r e a s u r e r ’ s  R e p o r t

Chugach continued to enjoy success on 
the financial and regulatory fronts in 
2011. A major accomplishment was the 
successful execution of the Capital Mar-
kets project which was designed to re-
finance two large amounts of maturing 
debt in 2011/12 and to obtain long-term 
financing for the Southcentral Power 
Project scheduled to be operational by 
the end of 2012. With interest rates in 
the bond market at historic lows, the 
timing of these two financings could not 
have been more perfect. 

In 2010, we presented to investors the 
Chugach story, including a compilation 
of our operating/financial profile and 
results, resolution of critical issues such 
as future natural gas supply, recovery 
of costs associated with SPP in utility 
rates, return to a secured Indenture of 
Trust (where corporate assets are used 
as collateral for debt) and the Simplified 
Rate Filing process (which speeds up the 
ability to change base rates).  We also 
provided future financial projections for 
the end of power sales agreements with 
wholesale customers Matanuska Electric 
Association and Homer Electric Associa-
tion and projected capital expansion 
plans.

In 2010, Chugach committed to issue 
$275 million of bonds to twelve inves-
tors at a blended interest rate of 4.57 
percent. Investor demand for these 
bonds reached approximately $400M, 
however, we limited the issue to the 
amount necessary to refinance our 
bullet debt.  This transaction closed in 
January 2011, and is expected to save 
members nearly $5M in interest expense 
per year. 

Chugach returned to the private place-
ment market in October of 2011 to 
obtain long-term financing for SPP. 

Chugach committed to a $250M private 
placement bond issuance, which includ-
ed eighteen total investors, including 
twelve new investors.  The amortizing 
debt carries a blended interest rate of 
4.36 percent and closed in January 2012.  

On the regulatory front we continued 
to obtain positive results.  The Regula-
tory Commission of Alaska approved a 
request to recover in rates the cost of 
power purchases from the Fire Island 
Wind Project.

The Bernice Lake Power Plant was sold 
to Alaska Electric and Energy Coopera-
tive, Inc. and HEA, which will yield a 
minimal gain on the sale of the plant.  
The transaction was accepted by the 
RCA – to the benefit of both Chugach 
and HEA consumers.  In addition, the 
RCA approved a related Capacity Agree-
ment that allows Chugach to purchase 
output from the Bernice Lake Power 
Plant through 2013.  

Chugach filed two SRF adjustments, 
which resulted in a slight rate increase 
in May and a decrease in November, as 
members began to see the impact of 
Chugach’s successful refinancing efforts.

In 2012, we will file a general rate case, 
to permit the recovery of SPP costs 
in our rates going forward.  The RCA 
provided cost recovery assurance for 
the majority of SPP costs in October of 
2010.

Chugach’s 2011 margins (a coopera-
tive’s bottom line or revenues in excess 
of current costs) were $5.6M.  Margins 
continued to be consistent with prior 
years and with forecasts.  This was ac-
complished in spite of major wind and 
snow storms that hit the Southcentral 
region in November and December.  Our 
Margins-for-Interest-to-Interest ratio 

was 1.30. Chugach is required to meet 
or exceed the indenture metric of 1.10. 
The Equity-to-Total-Capitalization ratio, 
targeted to be kept at or above 30 per-
cent, was 35.3 percent.

Total energy sales to retail, wholesale 
and economy energy customers were 
2,704,412 megawatt hours compared to 
2,706,609 in 2010.  Even though sales 
were down slightly, all categories were 
above the 2011 budget.  Total revenue 
was $283.6M, up from the $258.3M in 
2010 and down from the 2011 budget 
of $291.7M.  Variances in revenue from 
2010 and the 2011 budget were largely 
driven by changes to fuel recovered in 
revenue through the fuel and purchased 
power recovery process, not from actual 
sales, which have remained fairly con-
stant.

Chugach’s strong, consistent financial 
performance and ongoing favorable 
regulatory environment, plus the suc-
cessful refinancing of the bullet debt 
caused two national rating agencies to 
reaffirm our bond ratings and outlooks 
as “A-/ stable” and “A3/ stable”. The 
third rating agency reaffirmed our bond 
rating at “A-“but upgraded our outlook 
to “Positive”.  
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1.0%
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 b y  o p e r a T i n g  r e v e n u e s 
TOTAL:           $283,618,369

 b y  k i l o w a T T - h o u r s 
TOTAL:           2,704,411,682

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

P o w e r  S a l e s  a t  a  G l a n c e K e y  C o m p a r i s o n s

Serv ic e  locat ionS 
at  y ear-end

09   10   11

81,644

81,339

81,047

coSt  o f  700 kwh
reS ident ia l  S erv ic e 
in  de c ember*

non-operat ing  marg inS

09   10   11

$104.59

$90.76

$99.04
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13.80

11.82

13.01
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( in  m i l l ionS)

reTail kwh

09   10   11

1.171.17

1.18

( in  b i l l ionS)

k i lowatt-hourS 
Sold

09   10   11

2.70
2.71

2.54

( in  b i l l ionS)

ToTal revenue

11   10   09

$284.7

$259.4

$291.1

( in  m i l l ionS)

g e n e r a T i o n  s o u r c e  b y  k w h
2011

2010

2009

92% Natural Gas

89% Natural Gas

90% Natural Gas

  8% Hydro

11% Hydro

  10% Hydro

Chugach averaged 2.03 outage hours per customer in 2011, up from 

the 1.71 hours in 2010. The 5-year average for customer outage hours 

decreased to 2.13 hours in 2011, down from 2.33 hours in 2010.

o u T a g e  s T a T i s T i c s

*not  inc lud ing the  cuS tomer charge  and the 
2 perc ent  moa underground ing charge

*inc ludeS  cuS tomer and energy  chargeS , 
fue l  and purchaSe  power charge  and 
regulatory  coS t  charge .  doeS  not  inc lude  2 
perc ent  moa undergroudn ing charge
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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 c c o u n t i n g  F i r m ’ s  R e p o r t

R e p o r t  o f  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 c c o u n t i n g  F i r m

 

 

 

 

 

 

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, 2011 and 2010, 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, 2011. 

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, 2011 and 2010, 

and the results of its operations and its cash flows for each of the years in the three-year period 

ended December 31, 2011, in conformity with U.S. generally accepted accounting principles.  

 
 

March 19, 2012  

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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F i n a n c i a l  S t a t e m e n t s
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P o w e r  S u p p l y

Power Supply is responsible for operat-
ing and maintaining Chugach’s power 
plants, its power control center, Su-
pervisory Control and Data Acquisition 
(SCADA) system and communications 
infrastructure.

In the summer of 2011, after more than 
200,000 fired-hours, Chugach replaced 
the turbine wheels on the rotor of Be-
luga Unit No. 5.  The gas-fired turbine 
began generating power for Chugach in 
October 1975. A Smart Process analysis 
of the options determined the best ap-
proach was to perform the replacement 
at Beluga utilizing Chugach personnel.  
Doing the project on-site cut 30 days 
from the schedule and saved almost 
half a million dollars.

The joint Southcentral Power Project 
received both its Title I and Title V air 

emissions permits early in 2011.  The 
Title I permit allowed the project to 
proceed with construction, which began 
with a groundbreaking ceremony on 
March 28.   The three General Electric 
LM6000 gas turbines and their related 
generators arrived in May and were 
installed in June.  At the end of Novem-
ber all the remaining major components 
were received and installed.  These 
included three boilers, a steam turbine 
and generator, two gas compressors, 
and four step-up transformers.  By the 
end of the year virtually all the engi-
neering had been completed and almost 
half of the construction.  The project is 
forecast to be in service seven months 
ahead of the original schedule and to 
be completed within its original budget.

The Cooper Lake hydroelectric project 
has been in operation since 1960.  A 

new 50-year license issued in August 
2007 contained a requirement to divert 
the cold water of Stetson Creek into 
the project reservoir and construct 
an outlet structure to release warmer 
project water into the Cooper Creek 
drainage in an effort to improve habi-
tat for certain species of fish.  In 2011 
Chugach achieved a 60 percent project 
engineering milestone, allowing it to 
submit applications for the various per-
mits required to construct the diversion 
project.

After reaching agreement in the sum-
mer of 2011 on the sale of the Bernice 
Lake Power Plant, Power Supply person-
nel continued to work closely with their 
counterparts at Homer Electric Associa-
tion.   The balance of the year involved 
numerous operational tests, training 
for HEA personnel, and an extensive ef-
fort to coordinate the many issues that 
needed to be addressed in the trans-
action, such as the transfer of the air 
emissions permits.  The sale closed at 
the end of the year.

Chugach avoided significant transmis-
sion and distribution outages for most 
of 2011, but that changed dramatically 
late in the year.  Beginning in November 
and continuing through December an 
unusual number of Pacific storms swept 
north and battered the Chugach system. 
Each storm had a similar pattern, with 
winds that gusted around 100 mph fol-
lowed by warming temperatures, icing 
conditions and heavy, wet snow.  Storms 
caused damage and outages from 
Moose Pass and Cooper Landing to the 
Anchorage Hillside. Some customers 
were without power for days.  The Pow-
er Control Center worked closely with 
Chugach field crews, contractors and 
neighboring utilities to restore service. 

Top left: Beluga Unit 5 turbine rotor disassembly
Top right: Beluga Unit 5 inspection
Bottom left: Pt. McKenzie maintenance   
Bottom right:  Setting the steam turbine generator at SPP

P o w e r  D e l i v e r y

Power Delivery is responsible for de-
livering safe and reliable power from 
the generators to Chugach’s members 
through its Engineering, Substation & 
Line Operations functions.

Construction of the International Trans-
mission Substation began in 2011.  The 
facility is necessary to allow the out-
put of the Southcentral Power Project 
to flow to the 138- and 115-kilovolt 
systems of Chugach and Municipal Light 
& Power, respectively.  Work was also 
done on sections of associated nearby 
transmission lines.

Engineering was involved in planning 
for the transmission link to carry power 
generated by the Fire Island Wind 
Project into the grid.  A pair of 34.5-kv 
circuits will connect a new substation 
on the island to Chugach’s International 
Substation.  Construction is scheduled 
for 2012.

Grants of FEMA funds through state 
managers allowed Chugach to work on 
some key projects in advance of serious 
problems.  One anchored transform-
ers at the Beluga Power Plant to their 
foundations to minimize damage in an 
earthquake.  Another allowed Chugach 
to underground a section of the 25-kv 
distribution line that feeds the city of 
Whittier across an avalanche path.  A 
third allowed Chugach to cut danger 
trees and widen a portion of the cleared 
right of way for the 17.7-mile 25-kv dis-
tribution line that serves the Hope area.

Chugach continued its on-going pro-
gram to rehabilitate or replace aged 
underground cable.  In 2011, 14 cable-
injection projects were completed and 
12 cable-replacement jobs were done. 

Late in the year, an unusual series of 
severe winter storms had crews work-
ing long hours in difficult conditions 

to restore service.  A combination of 
high winds, heavy wet snow, and icing 
downed and damaged wires, cross arms 
and poles across the service territory.  
Facilities in the mountains of the north-

ern Kenai Peninsula were especially hard 
hit, leading to extended outages for 
customers in the communities of Moose 
Pass, Sunrise and Hope.

Top left: In August Chugach completed a project that replaced about 60 old high-pressure sodium 

streetlights in the Bayshore subdivision with new LED fixtures.  The project was jointly funded by the 

state, municipality and Chugach.

Top right: Strong winds toppled trees across the service area in winter storms.

Center left: Sections of the 115-kv transmission line were downed in the northern Kenai mountains by 

heavy ice and snow during year-end storms.

Center right: Additional bracing was added to the Beluga power transformers to help support them in 

the event of an earthquake.

Bottom: The new International Transmission Substation will feed power from the Southcentral Power 

Project to the Chugach and ML&P systems.
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F i n a n c e

The Finance division is responsible for 
Chugach’s Accounting, Finance, Regula-
tory Affairs & Pricing, and risk manage-
ment departments and functions.

Finance worked throughout 2011 on 
activities to secure new long-term fi-
nancing at very attractive interest rates.  
A $275 million bond transaction closed 
Jan. 21, 2011.  The bonds are amortiz-
ing, secured by an indenture, and carry 
a weighted average interest rate of 4.57 
percent.  Chugach used a portion of 
the proceeds to retire $150 million in 
higher-interest bullet debt when it came 
due in March.  Another $120 million 
was reserved to retire bullet debt due in 
February 2012.

Chugach uses a commercial paper 
program to provide short-term financ-
ing for construction of the Southcentral 
Power Project and for general corporate 
purposes, before converting the bor-
rowing to long-term debt.  A total of 9 
different financial organizations partici-
pate in the credit agreement backing 
the program.

Later in 2011, Chugach began preparing 
for an additional bond issue.  A team 
took the Chugach story to investors in 
eight cities in advance of a $250 mil-
lion bond issue.  The transaction closed 
on Jan. 11, 2012.  The bonds carry a 
weighted average interest rate of 4.36 
percent.  All of Chugach’s debt is now 

amortizing.

In May, Chugach submitted a request 
to the Regulatory Commission of Alaska 
to raise base rates modestly which the 
Commission subsequently approved. 
Chugach used the Simplified Rate Filing 
process available to electric co-ops.  
SRF is a rate adjustment process that 
allows for limited base rate changes on 
a streamlined basis.

In May, the RCA approved the extension 
of the wholesale power sales agree-
ment between Chugach and the City of 
Seward.  The agreement was extended 
through December 31, 2016.

In late September, Chugach made an-
other SRF request for the RCA to lower 
rates for most customers, reflecting the 
lower financing costs achieved by the 
previous bond sales.  

Chugach entered into a power purchase 
agreement with Fire Island Wind, LLC. 
The PPA raised a number of questions 
which the RCA dealt with in an October 
ruling. The order authorized Chugach to 
recover in rates the cost of purchases 
from the wind project and approved the 
use of the purchased power charge on 
customers’ bill to recover the expen-
ditures – thereby achieving Chugach’s 
primary goals in the filing.

On Dec. 23, the RCA issued an order 
permitting Chugach to sell the Bernice 
Lake Power Plant to Homer Electric 
Association.  HEA paid Chugach $11.9 
million for the plant in a transaction 
completed Dec. 27.  Chugach also 
entered into an agreement that allows 
it to purchase the capacity and related 
energy from Bernice Lake through the 
end of HEA’s contract on Dec. 31, 2013.Top left: Fire Island  

Top right: Chugach CEO Brad Evans and Sr. VP Finance & CFO Mike Cunningham sign bond financing 

documents  

Bottom left: Bernice Lake Power Plant  Bottom right: New York City financial district

Administration is responsible for 
Chugach’s Administrative Services, 
Information Services, Member Services 
and energy efficiency and conservation 
departments and functions.

Administrative Services procurement 
of goods and services for 2011 totaled 
$358.5 million. Of that, $157.9 million or 
44 percent of the total expenditures was 
for fuel to produce power. Additionally, 
$130.6 million or 36.4 percent was for 
major equipment or contracts associat-
ed with construction of the new South-
central Power Project. Of the remaining 
$70 million, Chugach spent $40.7 mil-
lion in Alaska, with $36.3 million of that 
being spent within the local Anchorage 
economy. Goods and services included 
materials and supplies for routine and 
major operations and maintenance, 
capital projects, cost of utilities and 
professional services.

In 2011, Administrative Services recov-
ered more than $400,000 in salvage 
materials and disposed of property that 
had been previously written off. Another 
large accomplishment included the 
successful shipment and receipt of all 
equipment associated with SPP.

A d m i n i s t r a t i o n

Left: Chugach staff explain how light is produced, the differences between LED and incandescent light bulbs, 

measuring electricity and conserving electricity to fourth-grade students in the Anchorage School District.

Right: Continuing a holiday tradition, Chugach donated over 6,000 pounds of turkey to various charitable 

organizations in Anchorage.

Member Services, Information Services 
and Finance were actively involved with 
the implementation of a new customer 
information system. As approved in 
the 2011 Capital Improvement Pro-
gram, Chugach prepared to replace its 
16-year-old system. The current system 
was built with “pre-windows” technol-
ogy and hasn’t been supportable by 
the vendor since 1996 – leading to a 
great deal of customized programming. 
After a rigorous evaluation process, a 
system was chosen that will best meet 
Chugach’s customer service goals 
now and into the future. The system is 
planned to be in use by June 2012. 

After analysis, the damage claim process 
was streamlined to improve the timeli-
ness of cost recovery.

Chugach continued its outreach pro-
gram, presenting energy education, and 
conservation messages to fourth grad-
ers in nine Anchorage School District 
elementary schools. Additionally, Mem-
ber Services coordinated the Alaska 
Resource Education day at the utility, 
where eigth graders learned about ca-
reers at Chugach. 

Information Services completed en-
hancements to the outage application 
used by the Power Control Center.  Im-
provements were made to the planning 
calendar, Gantt charts and enhanced 
switching sequence editor.

Information Services also coordinated 
with executive staff to implement an 
electronic packet management sys-
tem for board meeting materials. It is 
expected to dramatically cut the time 
and expense of producing paper board 
packets and allow for timely updates.  
Apple’s iPad was chosen to support the 
change.  

Many other projects were accomplished 
to improve operating systems through-
out the organization.  Software for the 
Itron MV-90 and MV-WEB was upgraded 
to enhance data analysis and security, 
Geographic Information System applica-
tions were automated, website main-
tenance was simplified and accounting 
software was modified to better track 
and depreciate general plant assets.

USA/Other 8.2%

$29.3 Million

SPP 36.4%

$130.6 Million

*Includes fuel used to operate Nikiski No. 1

Alaska 11.4%

$40.7 Million

Fuel 44%*

$157.9 Million

Anchorage 
10.1%

$36.3 Million

Procurement of Good and Services
$358.5 million
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after coming to agreement in October 
on an extension, the Marathon contract 
will provide fuel through 2014.  In the 
summer the US Geological Survey re-
leased the results of an assessment that 
concluded up to 19 trillion cubic feet of 
natural gas remains to be found in the 
Cook Inlet area.  Taking advantage of 
state incentives, exploratory drilling did 
take place in the basin in 2011.  Con-
struction continued throughout the year 
on a facility to provide natural gas stor-
age for utilities, with the goal of being 
able to make injections by late spring 
2012 and withdrawals the following win-
ter.  A state grant provided funds that 
modified the pipeline under Cook Inlet 
to enable bi-directional flow.

Chugach continued to work with 
elected officials at all levels to build 
understanding of, and support for, its 
ongoing operations and initiatives.  As 
a member of ARCTEC, Chugach suc-
cessfully made the case in Juneau for 
state help in funding capital projects to 
strengthen the regional grid.

Strategic Planning & Corporate Affairs

Strategic Planning & Corporate Affairs 
is responsible for long-term planning, 
fuel supply, new business development, 
Government Relations & Corporate 
Communications and corporate business 
analysis.

The addition of renewable energy to the 
Chugach system moved forward with 
the RCA approval of recovery in rates of 
the costs of Chugach’s power purchase 
agreement for wind energy from the 
Fire Island Wind Project. The project is 
expected to be in operation by Decem-
ber 2012.

Chugach also advanced the develop-
ment of other proposed renewable 
energy projects.  These included the 
Susitna-Watana hydroelectric project, 
a diversion of Battle Creek into the 
Bradley Lake reservoir, and a project to 
divert Stetson Creek into the reservoir 
of Chugach’s Cooper Lake hydroelectric 
project.  Each of the diversion projects 
is forecast to boost the energy output 
of their respective projects by about 10 
percent.

Chugach has been very successful in 
acquiring funding to support renewable 
energy projects. Chugach was selected 

to receive three state renewable energy 
grants totaling $1.7 million in 2011.  
Negotiations continued on possible new 
business arrangements with wholesale 
customers Homer Electric Association 
and Matanuska Electric Association.  
Long-term power sales contracts with 
the two utilities are scheduled to end 
in 2013 and 2014, respectively.  RCA 
approval was received for the sale of 
Chugach’s Bernice Lake Power Plant to 
HEA for $11.9 million. After the end of 
the power sales agreement with HEA, 
Chugach will no longer need this plant 
to meet its power supply responsibili-
ties.  MEA plans to build its own power 
plant, but Chugach continued to work 
with MEA to address its full range of 
needs.

There were significant changes in the 
natural gas situation in 2011.  A pair of 
new contracts went into effect on April 
1, marking an end to legacy contracts 
that had provided fuel for Chugach 
power plants for more than 20 years.  
Under the new contracts, ConocoPhillips 
and Marathon Alaska Production now 
each provide about half of Chugach’s 
annual fuel needs.   The ConocoPhil-
lips contract provides gas into 2016 and 

State grants will help advance projects to add additional water to the reservoirs of the Bradley Lake (left) and Cooper Lake (center) hydroelectric projects.

Chugach has contracts in place to meet 100 percent of its natural gas needs through 2014.

G e n e r a t i o n  R e s o u r c e s

Chugach uses various generation resources to ensure reliable, affordable power. Chugach had 530.1 megawatts of installed 
capacity at Chugach-owned facilities in 2011. The unit ratings shown are taken at 30 degrees Fahrenheit. Chugach also takes 
power from the state-owned Bradley Lake hydroelectric project near Homer and from Homer Electric Association’s gas-fired 
unit at Nikiski.  In 2011, 92 percent of the kilowatt-hours Chugach sold came from natural gas units and the other 8 percent 
from hydroelectric resources.

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  1973 64.8
No. 5  1975 68.7
No. 6  1976 79.2
No. 7  1978 80.1
No. 8  1981 53.0
      TOTAL     385.0

B
eluga

Located near Cooper Landing on the Kenai Peninsula; units are 
hydro turbines.

Units  Commissioned  Power Rating
     (megawatts)

No. 1  1960 9.6
No. 2  1960 9.6

TOTAL        19.2

Cooper Lake

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 Nikiski on the Kenai Peninsula; units are natural gas 
combustion turbines. Sold to AEEC and HEA effective 12/31/11.

Units  Commissioned  Power Rating
     (megawatts)

No. 2  1971 19.0
No. 3  1978 26.0
No. 4  1981 22.5

TOTAL        67.5

B
ernice Lake

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
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Chugach power f lows to nearly three-fourths of 
Alaska’s  populat ion.   Chugach serves 81,644 retai l 
service locat ions in an area extending from An-
chorage to the northern Kenai  Peninsula ,  and from 
Whitt ier  on Pr ince Wil l iam Sound to Tyonek on the 
west s ide of Cook Inlet .   Chugach provides power 
for Alaskans from Homer to Fairbanks through 
wholesale and economy energy sales to Homer 
Electr ic  Associat ion,  the City of  Seward,  Matanuska 
Electr ic  Associat ion and Golden Val ley Electr ic  As-
sociat ion.   On occasion,  Chugach sel ls  to,  or buys 
energy from, Municipal  L ight & Power.

In 2011,  Chugach had 530.1 megawatts of  instal led 
generat ion capacity at  f ive power plants .   Effect ive 
December,  31,  2011 Chugach sold the Bernice Lake 
Power Plant to Alaska Electr ic  and Energy Cooper-
at ive,  Inc .  and Homer Electr ic  Associat ion.  Chugach 
operates 2 ,227 miles of  energized l ine.   Chugach 
has 539 miles of  transmission l ine,  including 128 
miles of  leased transmission l ines and Chugach’s 
share of the joint ly-owned Eklutna transmission 
l ine.   Chugach has 912 miles of  overhead distr ibu-
t ion l ine and 776 miles of  underground distr ibu-
t ion l ine.

Chugach set i ts  2011 system peak load on Jan. 
17,  when demand hit  460 megawatts in the hour 
ending at 7 p.m.  The temperature at  the t ime at 
Chugach headquarters was 1 degree Fahrenheit .  
Power sales for the year totaled 2.7 bi l l ion ki lo-
watt-hours . 


