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Year in review
Unusually warm weather in January cut 

expected revenues by about $1 mil-

lion.  Despite cold temperatures later 

in the winter, the impact would affect 

revenue projections for the rest of the 

year.  January also saw rates rise for 

the remaining customers on the Chugach 

system to compensate for the loss of 

Homer Electric Association at the end of 

2013.

Chugach was a proponent of grid uni-

fication in multiple forums.  In discus-

sions with legislators, regulators, agencies 

and other utilities, Chugach advocated 

the merits of a unified system operator 

for the Railbelt transmission grid.  The 

Legislature provided $250,000 in funding 

for the Regulatory Commission of Alaska 

to study the feasibility of an independent 

transmission organization for the Railbelt.  

At the annual meeting May 22, members 

made the initial elections to begin to 

move Chugach directors to 4-year terms.  

Jim Henderson and Janet Reiser were 

elected to 4-year terms and Harry Craw-

ford to a 3-year term.  A total of 180 

members registered at the annual meet-

ing.  In all, 12.5 percent of the 68,583 

Chugach members of record voted, with 

37.5 percent of the ballots cast electron-

ically via the Internet or phone.

In June the Environmental Protec-

tion Agency released a proposed 

rule that will require carbon 

dioxide emission reductions from 

existing power plants in 49 states 

– including Alaska.  With a future 

generation portfolio largely con-

sisting of natural gas fired energy 

from the low-emission Southcentral 

Power Project plus hydro and wind 

resources, Chugach expects to be 

below the target CO2-to-megawatt-

hour production rate target set by 

EPA for Alaska. 

Chugach crews and contractors were 

busy during the construction season.  

Projects included cable injections, cable 

replacements and overhead-to-under-

ground conversions.  Of note was a 

project completed in May that moved 

about a mile of line closer to the Hope 

Highway.  The project was the last in 

a decade-long effort to improve service 

and cut operating costs by improving the 

17.7 miles of line that serves the area. 

Chugach’s largest project was the ongo-

ing work on the Stetson Creek diversion.  

The project is a condition of Chugach’s 

renewed license for the Cooper Lake 

Hydroelectric Project from the Federal 

Energy Regulatory Commission.  

Late in the year Chugach filed with the 

Regulatory Commission of Alaska a con-

tract amendment for an additional year 

of natural gas supply.  The agreement 

was negotiated with Hilcorp Alaska, LLC.  

With approval of the agreement, Chugach 

secured natural gas to meet its needs 

through March 31, 2019.

As the end of the year drew near, so 

did the anticipated end of the de-

cades-long wholesale power contract 

between Chugach and Matanuska Electric 

Association.  When full completion of 

MEA’s generating plant by year-end was 

delayed, the two utilities negotiated an 

interim power sales agreement for three 

months using some generation from 

MEA’s Eklutna Generation Station.  The 

RCA approved the agreement Dec. 22.

Left: Chugach resumed capital credit retirements in December, with the board authorizing the return of 

$4 million in retail credits and another $3.5 million in wholesale credits.  Capital credits are a member’s 

share of the margins for a year in which revenues exceeded expenses.  The retail retirement returned 

remaining credits from 1989 and a portion of 1990.  When Chugach took on new debt to finance its 

share of the Southcentral Power Project, it was necessary to suspend retirements for several years to grow 

equity. 

Right: Spring, summer and fall were also busy times for field crews gathering data for dozens of studies 

to support a license application for the proposed Susitna-Watana hydroelectric project. Chugach supports 

the effort by the Alaska Energy Authority (supported by funding from the Legislature) to move the project 

to a FERC license application.  Utilities will make 

their business decisions about participation in 

the project based upon its cost and conditions, 

the latter of which won’t be known until after the 

license process. 
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Railbelt utilities are in a time of transi-

tion.  Changes to our business and op-

erational relationships are being driven by 

the end of long-term wholesale power 

contracts, construction of new genera-

tion and the need to rationalize regional 

transmission assets.  These changes have 

led to Chugach’s support for a unified 

system operator for the Railbelt transmis-

sion system.

For decades Chugach was the wholesale 

power provider for not only its own 

retail customers, but also Homer Electric 

Association, Matanuska Electric Associa-

tion and the City of Seward.  Chugach 

has also sold large amounts of economy 

energy to Fairbanks-based Golden Valley 

Electric Association since the 1980s.  

Some of those business relationships are 

changing.  HEA chose to build its own 

generation and leave the Chugach system 

when its contract expired at the end 

of 2013.  MEA is doing the same thing, 

leaving the Chugach system in 2015.  

Under the former arrangement Chugach 

planned, built and operated much of the 

regional electric system.  With the ex-

piration of the HEA and MEA contracts, 

we are moving into a new era and 

striving to find the right means to ensure 

customers continue to receive reliable, 

affordable electric service.  It is in this 

context that we became proponents of a 

unified system operator for the transmis-

sion system.   

New and upgraded transmission lines 

are needed, as are rules for reliability 

and interconnection.  Non-utility power 

providers want access to the grid.  Alas-

ka Energy Authority studies have iden-

tified significant savings from economic 

dispatch, but it takes an unconstrained 

transmission system to fully achieve them.

We need a means to make decisions 

and finance improvements that are good 

for the entire Railbelt region.  That is 

difficult with several organizations whose 

traditional charge is to look out for 

ratepayers within their respective service 

territories.  Currently, six electric utili-

ties and the Alaska Energy Authority own 

most of the transmission facilities in the 

Railbelt.  Use of the lines is largely gov-

erned by a combination of contracts and 

agreements.  It is not the most efficient 

way to operate the grid, and dispute 

resolution consumes time and money.  

Chugach’s study of business models 

that have worked well in the Low-

er 48 led us to the conclusion that a 

unified system operator for the Rail-

belt transmission system would be very 

beneficial.  Across the country, these 

organizations – often called independent 

system operators – have emerged as a 

means to provide a neutral, third-party 

authority to resolve many of the trans-

mission issues we’re struggling with in 

the Railbelt.  Benefits of the model 

include open, non-discriminatory access, 

the administration of a universal tariff, 

a regulatory compact to ensure cost 

recovery, grid additions and the develop-

ment and enforcement of reliability and 

interconnection standards.  Creation of a 

unified system operator, with a follow-on 

transmission-only focused organization, 

could help the Railbelt realize significant 

benefits.

In the 2014 session, legislators approved 

funding the Regulatory Commission of 

Alaska to do an investigation into grid 

unification.  Specifically, the RCA was 

tasked with determining “whether creat-

ing an independent system operator or 

similar structure for electric utilities in 

the Railbelt area is the best option for 

effective and efficient electrical transmis-

sion.”  Chugach has and will continue to 

engage with the RCA as it develops a 

record and prepares to report its find-

ings to the Legislature by June 30, 2015.  

We’re encouraged by the Legislature’s 

willingness to help the state’s most-popu-

lous region find a way to better manage 

and expand the transmission system that 

serves hundreds of thousands of Alas-

kans.  We also appreciate the fact that 

more and more legislators, regulators, 

agencies, administrators, utilities and 

third-party interests are joining in the 

discussion.  The decision we make about 

a unified system operator will affect the 

Railbelt for years to come.  We’ll benefit 

from more voices in the conversation.

Chair report

Janet Reiser 
Board Chair

Seated from left are Tyler Andrews, Vice President, 

Member & Employee Relations; Brad Evans, Chief 

Executive Officer and Paul Risse, Sr. Vice President, 

Power Supply. Standing from left are Connie Ow-

ens, Executive Assistant; Mark Johnson, Corporate 

Counsel; Sherri McKay-Highers, Vice President, Fi-

nance & Administration and Chief Financial Officer; 

Bill Bernier, Vice President, Power Delivery; and Lee 

Thibert, Sr. Vice President, Strategic Development 

& Regulatory Affairs 

The Executive staff
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Bradley Evans 
CEO

CEO report
Chugach has worked through many 

challenges in recent years. Several of 

these were successfully managed in a 

very short time frame and it truly took a 

team to manage these challenges.     

The end of long-term natural gas con-

tracts and the comings and goings of 

area gas producers caused concerns 

about fuel supply. The life cycle of ma-

chinery led to the replacement of gen-

eration resources. The recent relicensing 

of a hydro project brought us a major 

construction project, and an example of 

how we might increase production from 

another regional asset. The end of de-

cades-long wholesale power agreements 

– and the unified planning and operation 

they brought to the system – means we 

need to find new ways of doing busi-

ness. The pace of change has been swift. 

Chugach’s has a clean generation port-

folio. In 2014, 87 percent of the kilo-

watt-hours we sold came from burning 

natural gas, 11 percent from hydroelec-

tric projects and 2 percent from wind 

turbines. A reliable supply of reasonably 

priced natural gas is key to our busi-

ness. We have secured gas contracts 

that ensure fuel for a five-year planning 

horizon. The entrance of new suppli-

ers and investments into the Cook Inlet 

gas basin has helped stimulate not only 

production, but competition. We also 

continue to benefit from our decision to 

be a customer of a commercial gas stor-

age facility on the Kenai Peninsula. We 

have found ways to leverage our storage 

space, not simply using it to store gas 

in the summer for use in the winter but 

also taking advantage of its capacity for 

spot purchases and other opportunities.

Our decision to build a new gas-fired 

power plant on our Anchorage headquar-

ters complex has paid off in a number 

of ways. The Southcentral Power Proj-

ect’s operating statistics exceeded nation-

al standards in 2014 – its first full year 

of operations. The modern combined-cy-

cle units at SPP have saved customers 

money for the past two years. In 2014 

Chugach customers saved more than $17 

million that we otherwise would have 

spent on natural gas. 

SPP is a clean-burning power plant, with 

nitrous oxide emissions down dramatically 

from Beluga and other older plants. Be-

cause it burns less fuel, it also produces 

less carbon dioxide per megawatt-hour 

than older units. That is increasingly 

important as a national debate ensues 

over whether or not a proposed plan 

by the Environmental Protection Agency 

to reduce CO2 emissions from power 

plants will stand. With SPP, Chugach is 

well-positioned if those regulations come 

to pass.

We are nearing the end of a major 

construction project at our Cooper Lake 

Hydroelectric Project. As a 

condition of our license from 

the Federal Regulatory Ener-

gy Commission, we will be 

diverting much of the flow of 

cold water from Stetson Creek 

into the Cooper Lake reser-

voir, then releasing relatively 

warmer reservoir water into 

the drainage. The project’s goal 

is to restore fish habitat in 

the lower reaches of Cooper 

Creek while increasing the energy output 

of the plant. The Stetson Creek project 

also allowed us to offer insights and sug-

gestions to the Alaska Energy Authority 

as it designed a similar proposed diver-

sion of Battle Creek into the Bradley 

Lake reservoir. 

On the renewable front, we continue 

to look for opportunities to add and 

manage these resources. To that end, we 

are planning a project to demonstrate 

how the combined use of a battery and 

flywheel can mitigate some of the vari-

ability of the wind power. 

Expansion and operation of the regional 

transmission system and efficient dispatch 

of generation resources are important 

for Alaska’s economy. Chugach is con-

cerned about the collective ability of 

multiple asset-owners to effectively and 

efficiently optimize grid operations. We 

believe a unified system operator would 

be good for the Railbelt and have shared 

that message with legislators, regulators 

and others in recent years. We have an 

immediate need to unconstrain the trans-

mission system between Anchorage and 

the Bradley Lake Hydroelectric Project, 

and a long-term desire for the economic 

dispatch of generation resources.

I am very pleased with the hard work 

and outcomes produced by all of 

Chugach’s employees in facing the chal-

lenges of 2014.
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Janet Reiser 
Chair

Janet Reiser was elected to the board in 

2008, 2011 and re-elected in 2014. She 

is currently the Chair of the Board and 

serves on the Governance, Operations, 

Audit and Finance Committees. She is 

currently the Representative to the Alaska 

Railbelt Cooperative Transmission and 

Electric Company. Janet is a National Ru-

ral Electric Cooperative Association 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 practic-

es law. She has been active on Alaska 

non-profit boards and commissions for 

many years. She was elected to the 

board in 2010, and re-elected in 2013. 

She is serving as the Vice Chair of the 

Board, Chair of the Governance Com-

mittee and Vice Chair of the Operations 

Committee.  She is a National Rural 

Electric Cooperative Association Creden-

tialed Cooperative Director.

Jim Henderson
Secretary

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 com-

panies and assets, 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. He 

has served on various committees for 

Chugach in the past.  He was elected to 

the board in 2011 and re-elected in 

2014. He is serving as the Secretary of 

the Board, Vice Chair of the Audit and 

Finance Committee and is a member on 

the Governance Committee.  He is a 

National Rural Electric Cooperative Asso-

ciation Credentialed Cooperative Director.

Dave Gillespie 
Director

Dave Gillespie is an independent consul-

tant. He received his MBA from Rens-

selaer Polytechnic Institute, Hartford, 

Connecticut and his BSME from the 

Worcester Polytechnic Institute, Worces-

ter, Massachusetts. His background 

includes CEO of the Aleut Corporation; 

President and Chief Executive Officer of 

New Generation Biofuels Holding, Inc.; 

and Vice President of Business Devel-

opment and Asset Management of Duke 

Energy Corporation.  He currently serves 

on the Governance and Operations 

Committee. He is currently the Member 

Representative to Alaska Railbelt Cooper-

ative Transmission and Electric Company 

and is the ARCTEC Board Chair.

Sisi Cooper
Treasurer

Sisi Cooper is a project engineer with 

Doyon Anvil, LLC.  She specializes in 

process safety and risk management, 

energy-sector project management, and 

process/facility engineering 

and design. She is a for-

mer small-business owner of 

North Ridge Home Inspec-

tions, LLC where she was 

the principal inspector.  She 

was elected to the board 

in 2012.  She is serving as 

the Treasurer of the Board, 

the Chair for the Audit and 

Finance Committee and is 

a member of the Opera-

tions Committee.  She has a Bachelor of 

Science degree in industrial engineering.  

She is a National Rural Electric Coopera-

tive Association Credentialed Cooperative 

Director.

Harry T. Crawford, Jr.
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 and 

re-elected in 2014. He currently serves 

on the Audit and Finance and Gover-

nance Committees and is the CFC Voting 

Delegate.  He is a National Rural Elec-

tric Cooperative Association Credentialed 

Cooperative Director.

Jim Nordlund 
Director

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 and 2012. He is 

a former legislator and State Director of 

Public Assistance. He has served as Chair 

of the Board and currently serves as 

Chair of the Operations Committee and 

is a member of the Audit and Finance 

Committee.  He is a National Rural Elec-

tric Cooperative Association Credentialed 

Cooperative Director.

Board of directors

Seated from left: Jim Henderson, Janet Reiser, and Harry Crawford.

Standing from left: Susan Reeves, Sisi Cooper, Dave Gillespie, and Jim 

Nordlund.
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Treasurer report

Sisi Cooper 
Treasurer

Chugach’s 2014 margins (a cooperative’s 

bottom line or revenues in excess of 

current costs) totaled $6.5 million.  Our 

Margins-for-Interest-to-Interest ratio was 

1.28, well above our indenture require-

ment of 1.10.  Our Equity-to-Total-Capi-

talization ratio, required to be kept at or 

above 22 percent, was 27.3 percent.

Total energy sales to retail, wholesale 

and economy customers were 2,319,039 

megawatt-hours compared to 2,815,679 

in 2013.  While the expiration of Homer 

Electric Association’s wholesale contract 

contributed to most of the decrease in 

energy sales from 2013, sales to retail 

and the remaining wholesale customers 

were down from last year and from the 

2014 budget, due to unseasonably warm 

weather.  

Total revenue for the year was $281.3 

million, down from $305.3 million in 

2013, although consistent with the 2014 

budget of $281.6 million.  The decrease 

in revenue from 2013 was due primari-

ly to the expiration of HEA’s wholesale 

contract.  While there was no significant 

overall variance from the 2014 budget, 

higher than anticipated wheeling revenue 

associated with economy energy sales to 

Golden Valley Electric Association offset 

lower than anticipated energy sales to 

retail and wholesale customers.

Through diligent monitoring and cost-con-

tainment measures, Chugach was able 

to offset lower-than-anticipated energy 

sales and revenue by reducing operating 

expenses, excluding fuel and purchased 

power, by $3.0 million from 2013 and 

$4.4 million from the 2014 budget, 

therefore achieving margins consistent 

with the 2014 budget.

Chugach continued to manage its debt, 

re-paying $24.7 million in 2014, which 

contributed to our increased equity 

ratio of 27.3 percent in 2014 from 26.1 

percent in 2013, all while resuming our 

capital credits retirement program.  

Chugach utilized its Commercial Pa-

per Program for working capital needs 

throughout the year.  We continued to 

take advantage of extremely low short-

term interest rates averaging less than 

0.25 percent, due in part to Chugach’s 

ratings, which saved our members ap-

proximately $835,000 over using tradi-

tional lines of credit.  We maintained 

long-term debt ratings from Standard & 

Poor’s Rating Services (S&P) and Fitch 

Ratings of “A-” (Positive) and “A” (Sta-

ble), respectively.  We also maintained 

commercial paper ratings from S&P and 

Moody’s Investors Service of “A-1” and 

“P-2”, respectively.  In 2014, citing strong 

financial performance, sufficient liquidity 

and regulatory support, S&P and Moody’s 

affirmed our current ratings.

O&M
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Golden Valley Electric 
Assoc./ML&P 

15.5%

Commercial
26.8%

Residential 
22.1%

Matanuska
Electric Assoc.

32.9%

City of Seward
2.7%

Economy Energy 
15.5%

Retail
48.9%

Wholesale
35.6%

 b y  k i l o w a t t - h o u r s 
TOTAL:      2,319,039,180

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

Golden Valley Electric Assoc./ML&P 
13.1%

Other
2.3%

Commercial
28.7%

Residential 
29.1%

Matanuska
Electric Assoc.

25.1%

City of Seward
1.7%

Other
2.3%

Economy Energy 
13.1%

Retail
57.8%

Wholesale
26.8%

 b y  o p e r a t i n g  r e v e n u e s 
TOTAL:      $281,318,513

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

Power sales at a glance
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Key comparisons

G e n e r a t i o n  s o u r c e  b y  k w h
2014

2013

2012

87% Natural Gas

87% Natural Gas 

89% Natural Gas

11% Hydro   2% Wind

11% Hydro   2% Wind

10% Hydro   1% Wind

Chugach averaged 0.64 outage hours per customer in 2014, down 

from the 1.7 hours in 2013. The 5-year average for customer outage 

hours decreased to 3.14 hours in 2014, down from 3.34 hours in 

2013.

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

Serv ic e  locat ions 
at  y ear-end

82,004

82,554

83,081

Cost  o f  650 kwh
res ident ia l  s erv ic e 
in  de c ember*

inc lud ing  non-operat ing 
marg ins

$93.31

$97.54

$109.12

Cost per 
res ident ial kwh
i n  de c ember*

14    13     12 14    13     12 14     13    12 14    13     12 14    13     12

12.84

13.48

15.23
(cents/kwh)

Marg ins

$5.5

$10.5

$6.5

( in  m i l l ions)

Economy 
energy kwh

351.4

90.8

359.0

( in  m i l l ions)

Wholesale kwh

1.34
1.30

0.83

( in  b i l l ions)

Expense s

$302.1

$262.6

F
u

e
l 

c
o

st
s 

$
1

2
5

.8

F
u

e
l 

c
o

st
s 

$
1

3
6

.6

$275.8

F
u

e
l 

c
o

st
s 

$
1

2
6

.0

( in  m i l l ions)

Retail kwh

1.18

1.16

1.13

( in  b i l l ions)

K i lowatt-hours 
sold

14    13    12 14    13    12 14    13    12 14    13    12 14    13    12

2.60

2.81

2.32

( in  b i l l ions)

Total revenue

$268.1

$312.7

$282.3

( in  m i l l ions)

*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  charges ,  f i r e 
is land wind renewable  energy  adjus tment , 
r egulatory  cos t  charge  and 2 perc ent  moa 
underground ing  charge
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Report of Independent Registered Public Accounting Firm

   Chugach Electric Association, Inc.1

Notes to Financial Statements  December 31, 2014 and 2013

Report of Independent Registered Public Accounting Firm

Financial Statements & Notes

The Board of Directors 
Chugach Electric Association, Inc. 

We have audited the accompanying balance sheets of Chugach Electric Association, Inc. as of December 31, 2014 
and 2013, 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, 2014. 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 finan-
cial 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 posi-
tion of Chugach Electric Association, Inc. as of December 31, 2014 and 2013, and the results of its operations and 
its cash flows for each of the years in the three-year period ended December 31, 2014, in conformity with U.S. 
generally accepted accounting principles. 

March 20, 2015 
Anchorage, Alaska 
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Financial statements
December 31, 2014 and 2013    Notes to Financial Statements

   Chugach Electric Association, Inc.2





      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

    

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      


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2014 Financial StatementS and noteS

 







 

       

          

       

          

          
       

       

       

       

       

       

       

       

       

          

       

       

       

       

       

       

       

       

       

         

       

       

       

       








           





  

 


  

           

          

          

         

         

          

          

        

          

          

         

         

          

          

        

          

          

         

         

          

          

           






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


        





     
        

      
        

        
      
      
      
      
      
      

        
        

      
        
      
      
      
      
      

        
        

      
      
      
      
      
      
      
      

      
        
        

      
       
      
        
       
      
      

      
        
        

        
      
        
      
      
      
      
      

      
        
      
        
      
        
      
                

      
      
      
      

      





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


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















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Notes to financial statements December 31, 2014 and 2013 December 31, 2014 and 2013    Notes to Financial Statements

   Chugach Electric Association, Inc.6

Notes to Financial Statements  December 31, 2014 and 2013 























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









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Notes to Financial Statements  December 31, 2014 and 2013
 


















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































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Notes to financial statements December 31, 2014 and 2013
December 31, 2014 and 2013    Notes to Financial Statements

   Chugach Electric Association, Inc.8

Notes to Financial Statements  December 31, 2014 and 2013
 






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





















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Notes to Financial Statements  December 31, 2014 and 2013
 





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    

    

    

    

    

    

    

    

    

    

    

    

    










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Notes to financial statements December 31, 2014 and 2013
December 31, 2014 and 2013    Notes to Financial Statements

   Chugach Electric Association, Inc.10

Notes to Financial Statements  December 31, 2014 and 2013
 




     
   

    

    

    

    











        

    

    

    

    

    

    

    

    

    

    

    
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




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Notes to Financial Statements  December 31, 2014 and 2013
 

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




        

    

  

  

    







        

     

    

     

    

     

    

     

    

     


    

     

    

     

    

     

    

     

    




























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Notes to financial statements December 31, 2014 and 2013
December 31, 2014 and 2013    Notes to Financial Statements

   Chugach Electric Association, Inc.12

Notes to Financial Statements  December 31, 2014 and 2013
 






























            


  


     


   

         

         

         

         

         

         

         












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





            

 

 


   


 




            

            

            

            

            

            
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Notes to Financial Statements  December 31, 2014 and 2013
 


































     
   

     





















       
  




   

   

   

   

   

   

       

       

       

       

       















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















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







       
  




   

   

   

   

   

   

       

       

       

       

       















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Notes to Financial Statements  December 31, 2014 and 2013
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

















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Notes to Financial Statements  December 31, 2014 and 2013
 










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
































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   Chugach Electric Association, Inc.16

Notes to Financial Statements  December 31, 2014 and 2013
 




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Power Supply

Power Supply is responsible for operating 

and maintaining Chugach’s power plants, 

power control center, environmental 

compliance, Supervisory Control and Data 

Acquisition (SCADA) system and commu-

nications infrastructure.  

Work continued on a major construction 

activity at Chugach’s Cooper Lake Hy-

droelectric Project.  Chugach is installing 

infrastructure to divert much of the flow 

of Stetson Creek into the Cooper Lake 

reservoir, and an outfall structure to 

siphon water from the reservoir into the  

Cooper Creek drainage.  By replacing 

the cold water of Stetson Creek with 

relatively warmer water from the reser-

voir, agency biologists intend to restore 

fish habitat in the lower reaches of Coo-

per Creek where it flows into the Kenai 

River.  Resource managers estimate these 

activities will raise the Cooper Creek wa-

ter temperature by about 3 degrees F.

Construction on the $22.3 million project 

began in 2013.  Chugach estimates the 

Stetson Creek diversion  will increase 

the annual energy output of the Cooper 

Lake Power Plant by about 10 percent.  

Chugach funded approximately $12 mil-

lion in construction costs and State grant 

funding provided the balance.

The Stetson Creek diversion project was 

a condition of a new 50-year license 

Chugach received from the Federal En-

ergy Regulatory Commission in 2007 for 

the continued operation of the Cooper 

Lake project.  Like other hydro projects, 

the 19.2-megawatt Cooper Lake project 

provides some of the most economical 

energy on the Chugach system.  

The Beluga Power Plant has been 

Chugach’s primary source of natural gas 

generation for decades, but with the 

end of long-term wholesale contracts 

with both Homer and Matanuska electric 

associations that situation is changing.  

In 2014, Beluga continued to run reli-

ably and produced about 57 percent of 

Chugach’s gas-fired kilowatt-hours.  The 

Southcentral Power Project produced 

about 43 percent.  In the future, SPP 

will account for the bulk of Chugach’s 

gas-fired production.  2014 was the first 

full year of operations for the plant.  As 

staff fine-tuned the operation of SPP, 

both its availability and reliability im-

proved.  The availability of the plant in 

2014 was 97.4 percent, while its reliabili-

ty was 99.4 percent.  

During 2014, Power Supply worked with 

a team of Chugach staff from various 

departments in evaluating options for 

a new outage management system.  A 

good OMS can tie together several 

systems to better manage power outage 

reporting, management and restoration.  

In 2014, a system and provider were 

selected.  The new OMS will be installed 

in 2015.

Power Supply also worked with a team 

of Chugach staff on a project to re-

place thousands of older meters aging 

out in the near future. This program 

was initiated to replace these meters 

over time with state-of-the art meters.  

In 2014, nearly 200 of the new meters 

were installed on feeders served by the 

O’Malley Substation in a site test that 

demonstrated the performance of the 

meters.  Chugach plans to install thou-

sands of additional meters annually in the 

coming years. 

A diversion structure (left) and more than 2 miles of 48-inch pipeline (center) will divert water from Stetson Creek into the Cooper Lake reservoir, 

where a siphon (right) will convey water into the Cooper Creek drainage below the dam.
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Power Delivery

Through its Engineering, Substation & 

Line Operations functions, Power Deliv-

ery is responsible for delivering safe and 

reliable power from the generators to 

Chugach members.  The division man-

aged a number of significant projects 

during the course of the year.  

Transmission system projects included 

the repair of a corroded foundation on 

a tower supporting the 115-kilovolt line 

along Turnagain Arm, and design and 

clearing in preparation for a rebuild of a 

section of 115-kv line near the commu-

nity of Indian.  At the subtransmission 

level, Chugach improved the reliability of 

its 34.5-kv system by replacing a single 

overhead circuit serving two substations 

with a pair of buried feeders out of the 

Retherford Substation. Each of the new 

underground feeders serves one of the 

substations formerly fed by the single 

overhead circuit.

Chugach upgraded the Raspberry Sub-

station by replacing 35-kv fuses with 

a 35-kv circuit switcher, improving the 

protection and controls for both the 

34.5-kv and 12.5-kv circuits, and adding 

secondary oil containment at the base of 

the transformer.

Chugach completed the last in a de-

cade-long series of projects designed 

to improve service to customers in the 

Hope area, while also lowering operating 

costs.  In May, a Chugach contractor fin-

ished relocating about a mile of distribu-

tion line, moving it closer to the Hope 

Highway where future events will be 

easier to find and fix.  The project was 

funded in part by a $310,000 state grant.

Distribution system work across the An-

chorage Bowl included 21 cable injec-

tion projects that treated 136 segments 

totaling 48,279 feet.  Injections extend 

the life of existing underground ca-

ble.  Chugach also completed six cable 

replacement projects.   Replacement 

projects are necessary in areas where 

injection cannot compensate for cable 

deterioration.  Projects were also done 

in compliance with a Municipal ordinance 

that seeks to speed the conversion of 

existing overhead lines to underground 

facilities.  A major conversion project 

along Tudor Road was completed in 

2014.  Three additional projects saw 

the conversion of overhead-to-under-

ground electric service in the Indian Hills, 

Creekside and Valli Vue subdivisions. 

In 2014 – the second year in a row –

the Chugach system saw few out-of-the-

ordinary storms. 

Counter-clockwise from top: A project to install a pair of underground 34.5-kilovolt feeder circuits 

from the Retherford Substation was completed in 2014. Chugach continued to replace existing over-

head circuits and failing cable with new underground lines in 2014. Corrosion was addressed at the 

foundation of a transmission tower along Turnagain Arm. Crews installed a new overhead crossing at 

the Chuitna River, driven by damage from 2012 flooding. A contractor cleared the alignment for the 

future rebuild of a section of 115-kv transmission line near the community of Indian.
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The Finance and Administration Division 

is responsible for Chugach’s Accounting 

and Finance, Information Services and 

Administration functions.  

Accounting and Finance ensures time-

ly and accurate payments to vendors 

and staff.  In addition, considerable 

time was devoted to Securities and 

Exchange (SEC), indenture of trust and 

debt agreement compliance requirements, 

which included the update and associated 

documentation of key internal controls.  

We continued to actively manage a fixed 

asset conversion project, which included 

the final closeout of the Southcentral 

Power Project (SPP).  We also completed 

the 2015 Operating and Capital Budget 

and accounted for the receipt of approx-

imately $7 million in state and federal 

grant project reimbursements during the 

year.

In spite of lower sales caused by mild 

weather, we were able to maintain 

consistent financial performance due to 

prudent management of expenses.  We 

resumed capital credit rotations to our 

members in 2014.  Our ratings with 

Standard & Poor’s Rating Service and 

Moody’s Investors Service were affirmed.

Information Services supports the tech-

nical needs of a wide variety of systems 

that enable efficient performance of 

Chugach’s business processes.  A major 

accomplishment in 2014 included com-

pleting an upgrade to our enterprise 

data storage system.  Additionally, an 

Advanced Metering Infrastructure (AMI) 

system was selected after an extensive 

and rigorous competitive bid process.  

The AMI system was implemented and 

a functional test was performed that 

included placing state-of-the-art meters in 

the field with integrations to the outage 

management and billing systems.  An iOS 

mobile application was deployed to field 

personnel for management and distribu-

tion of critical maps and documents.

Administrative Services is responsible for 

Chugach’s purchasing and administrative 

functions.  The procurement of goods 

and services for 2014 totaled $207.3 

million, $127.7 million, or 61 percent of 

which was for fuel and purchased power 

and $6 million, or 3 percent, for SPP-re-

lated expenditures.  Of the remainder, 

Chugach spent $41.3 million within the 

local Anchorage economy and anoth-

er $9.5 million elsewhere in the state.  

Goods and services included materials 

and supplies for routine operations and 

maintenance, capital projects, utilities and 

professional services.

Chugach continued to successfully secure 

and utilize grant funding.  During 2014, 

Chugach received a $3.45 million renew-

able energy grant for construction of 

the Stetson Creek Diversion Project and 

a $720,000 emerging energy technolo-

gy fund grant to develop a multi-stage 

energy storage system, a pilot project 

to manage intermittent energy purchased 

from Fire Island Wind, Inc.  During the 

year, we also used previously granted 

funds for the Stetson Creek Diversion 

Project, an upgrade to segments of the 

115-kV transmission line from the Kenai 

Peninsula to Anchorage and the reloca-

tion of the distribution line serving the 

community of Hope. 

Finance & Administration

The initial installation of meters on the system provided an Advanced 

Metering Infrastructure functional acceptance test deployment map of 

meters, router and collector.
Anchorage 

$41.3
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Rest of Alaska 
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USA/Other
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Member & Employee Services

Member and Employee Services has 

the responsibility for Chugach’s Human 

Resources, Member Services and Safety 

functions.

At the end of 2014, Chugach had a total 

of 298 employees; 292 were regular em-

ployees and 6 were temporary.  Approx-

imately two-thirds of Chugach employees 

are represented by a labor union.  Most 

represented employees work under one 

of three contracts between Chugach and 

the International Brotherhood of Electri-

cal Workers, with a small group at the 

Beluga camp covered by an agreement 

with UNITE HERE (an expanded union 

that included Chugach employees former-

ly members of the Hotel Employees and 

Restaurant Employees). 

Chugach has been working closely in 

recent years with employees and their 

representatives to manage a smooth 

transition from dependence upon the 

Beluga Power Plant as the main source 

of generation to the new Southcentral 

Power Project.  That work continued in 

2014.

Chugach’s human resources staff was 

instrumental in helping a regional gener-

ation and transmission organization with 

a leadership search.  Chugach is one of 

four utilities that belong to the Alaska 

Cooperative Railbelt Transmission and 

Electric Company.  In 2014, Chugach’s 

HR department provided direct support 

to the ARCTEC board of directors for 

the recruitment, selection and hiring of a 

highly qualified chief executive officer.

Working safely remained a priori-

ty throughout the year.  In particular, 

Chugach focused on activities that gener-

ated conversations about safety between 

workers and their supervisors.  The 

number of employee injuries in 2014 was 

40 percent below the previous 5-year 

average.  Training plans for two large 

divisions were developed collaborative-

ly, allowing for tailored safety education 

and better tracking.  Quarterly supervisor 

safety meetings helped deepen the safety 

culture and share experiences.

Member Services sought new ways to 

meet and exceed customer expectations.  

Chugach added telephone voting as an 

option in the annual election associated 

with the cooperative’s annual meeting, 

Staff worked closely with employees 

from other departments to outline re-

quirements and evaluate proposals from 

vendors for a new outage management 

system.  

Member Services was also deeply in-

volved in the Advanced Metering Infra-

structure project that will be phased in 

over time.   In the first demonstration 

of the technology, nearly 200 meters 

were installed on O’Malley Substation 

feeders in 2014.

Chugach maintained an active education 

program on energy efficiency and conser-

vation throughout the year.  A variety of 

methods were used to help members 

understand how to get the most out 

of the money they spend on electric 

energy.  Staff used an online portal, 

publications, presentations and individu-

al counseling to share information with 

members.  

In December, the Member Services de-

partment helped Chugach resume capital 

credit retirements to members after 

a hiatus to build equity to offset new 

debt associated with construction of the 

Southcentral Power Project.  Bill credits 

and checks were successfully processed 

for members of record from 1989 and 

1990.

Left to right: Through its business partnership with the Anchorage School District, Chugach provided energy education to more than 1,500 students in its 

service territory.  Member Appreciation Week in October featured daily displays and activities. In 2014, Chugach worked to tailor a “Smart Card” program 

to reinforce positive safety behaviors.
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Strategic Development & Regulatory Affairs

Strategic Development and Regulatory 

Affairs is responsible for long-term plan-

ning, fuel supply, new business develop-

ment, corporate business analysis, govern-

ment relations, corporate communications 

and regulatory affairs.

Chugach’s gas supply needs were signifi-

cantly reduced with the addition of the 

highly efficient Southcentral Power Project 

in January 2013 and the departure of 

Homer Electric Association at the end of 

that same year.  That trend will continue, 

as Matanuska Electric Association assumed 

responsibility for its own power and gas 

supply on Jan. 1, 2015.   To ensure its 

own gas supply is secure into the future, 

Chugach negotiated a one-year extension 

of its contract with Hilcorp Alaska, LLC.  

The extension meets Chugach’s supply 

needs through March 2019.  Chugach’s 

participation in a regulatory proceeding 

on gas transportation resulted in savings 

of more than $1 million per year. 

Chugach continues to support opportuni-

ties for more hydropower in the Railbelt.  

Studies and field work to support a 

license application for the Susitna-Watana 

hydroelectric project continued through-

out 2014, as did planning for a project 

to divert water from Battle Creek into 

the Bradley Lake reservoir.  Chugach 

also made significant progress on the 

construction of a similar diversion project 

at its Cooper Lake Hydroelectric Proj-

ect.  Chugach also continued preparing 

for the 2015 implementation of a project 

to develop a multi-stage energy storage 

system, which was partially funded by a 

$720,000 grant from the state’s Emerging 

Energy Technology Fund.  The project is 

intended to help manage the intermittent 

wind energy purchased from Fire Island 

Wind, LLC.  

While Chugach’s wholesale power sales 

contract with Matanuska Electric Asso-

ciation ended on Dec. 31, 2014, MEA’s 

new power plant was not fully complet-

ed by that date. The two utilities agreed 

to an interim power sales agreement, 

with Chugach providing power to MEA 

through March 31, 2015 and purchasing 

some of the output from MEA’s new 

Eklutna Generation Station.  

Chugach and MEA also entered into 

agreements whereby Chugach will pro-

vide electric and gas dispatch services 

to MEA for its new power plant, electric 

dispatch services for MEA’s share of the 

Bradley Lake Hydroelectric Project and 

electric dispatch coordination services for 

MEA’s share of the Eklutna Hydroelectric 

Project.  The terms of these agreements 

begin on or about April 1, 2015 and ex-

pire on March 31, 2016, unless extended 

by MEA through March 31, 2017.

Chugach championed the benefits of 

Railbelt grid unification during the 2014 

legislative session.  The legislative effort 

resulted in a $250,000 grant to the Reg-

ulatory Commission of Alaska to further 

investigate the issue and report back to 

the Legislature by July 1, 2015.  Chugach 

also supported additional State fund-

ing for the Susitna-Watana hydroelectric 

project and led the utility effort, teamed 

with contractors and others, to pass 

metals theft legislation. 

Chugach’s Regulatory Affairs department 

was extremely active processing rate cas-

es before the RCA in 2014.  A rate case 

filed in late 2012 was concluded with a 

favorable ruling, including key ratemak-

ing matters related to transmission and 

ancillary services. A rate case filed in 

late 2013 to reallocate costs was primar-

ily driven by the end of the wholesale 

contract with Homer Electric Association.  

In late 2014, Chugach was preparing its 

third rate case in three years, in this 

case to adjust rates once MEA’s whole-

sale contract ends. 

Chugach also actively participated in RCA 

proceedings on independent power pro-

ducers, renewable energy co-generation 

and demand ratchet policy.

Left: Chugach is currently focused on unification 

of the Railbelt transmission grid. Grid unification 

entails operating the regional transmission system 

under a common set of standards and rules, funded 

by a universal tariff authorized by regulators and 

collected from all Railbelt ratepayers.  

Right: The new Southcentral Power Project has 

helped reduce Chugach’s overall consumption of 

natural gas.



Chugach uses various generation resources to ensure reliable, affordable power. At the end of December 2014, Chugach 

had 602.7 megawatts of installed capacity at Chugach-owned facilities (which includes Chugach’s share of the jointly owned 

Southcentral Power Project and Eklutna Power Plant). The unit ratings shown are taken at 30 degrees Fahrenheit. Chugach also 

took power from the state-owned Bradley Lake Hydroelectric Project near Homer and from the Fire Island wind project. In 

2014, 87 percent of the kilowatt-hours Chugach sold came from natural gas units, 11 percent from hydroelectric resources and 

2 percent from wind..

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 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 off International Airport Road in Anchorage; Units 11-13 

are natural gas combustion turbines and Unit 10 is a steam turbine. 

Chugach’s share is 70 percent, or 140.1 megawatts.

Units		  Commissioned		 Power Rating
					     (megawatts)

No. 10		 2013	 57.4
No. 11		 2013	 47.6
No. 12		 2013	 47.6
No. 13		 2013	 47.6

TOTAL    200.2

Southcentral 
Pow

er Project

Generation Resources
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The Railbelt

Chugach power flows to much of Alaska’s popula-
tion. At the end of 2014, Chugach served 83,081 
retail service locations in an area extending from 
Anchorage to the northern Kenai Peninsula, and 
from Whittier on Prince William Sound to Tyonek 
on the west side of Cook Inlet (including Fire 
Island). During 2014, Chugach provided power 
for Alaskans in the Railbelt through wholesale 
and economy energy sales to the City of Seward, 
Matanuska Electric Association and Golden Valley 
Electric Association. On occasion, Chugach sells 
to, or buys energy from, Municipal Light & Power.

On Dec. 31, 2014, Chugach had 602.7 megawatts 
of generation capacity at Chugach-owned facili-
ties, which included Chugach’s share of the jointly 
owned Southcentral Power Project and Eklutna 
Power Plant. Chugach operated 2,238 miles of 
energized line at year-end. Chugach had 539 miles 
of transmission line, which included 128 miles of 
leased transmission lines. Chugach had 901 miles 
of overhead distribution line and 798 miles of 
underground distribution line.

Chugach set its 2014 system peak load on Jan. 
12, when demand hit 360 megawatts in the hour 
ending at 6 p.m. The temperature at the time at 
Chugach headquarters was 14 degrees Fahrenheit. 
Power sales for the year totaled 2.3 billion kilo-
watt-hours. 

Chugach Electric Association

City of Seward

Golden Valley Electric Association

Homer Electric Association

Matanuska Electric Association

Municipal Light & Power


