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CorporatE Mission

Through superior service, safely provide reliable 
and competitively priced energy.

CorporatE Vision

Powering Alaska’s future.

inCorporation

Chugach Electric Association was incorporated 
in Alaska, March 1, 1948, with funding under the 
Rural Electrification Act of 1936, as amended. In 
1991 Chugach refinanced and paid off its federal 
debt, leaving the REA program. Chugach remains 
a cooperative and ranks among the largest of the 
more than 900 electric cooperatives in the nation.

Equal EMployMEnt opportunity

It is a policy of Chugach Electric Association, Inc., 
to recruit, hire, train, promote and compensate 
persons without regard to race, color, religion, na-
tional origin, sex, marital status, pregnancy, par-
enthood, physical or mental disability, veteran’s 
status, age or any other classification protected 
by applicable federal, state or local law.
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On Jan. 7, Chugach set a new all-time sys-
tem peak load of 489.54 megawatts in the 
hour ending at 7 p.m., when the temperature 
at its International Station was minus 13 
degrees. 

Chugach expanded its Smart Power program 
in January.  The program offered jointly with 
Municipal Light & Power and Matanuska 
Electric Association, promoted a variety of 
compact fluorescent lamps for customers to 
purchase at a discount, as well as quarterly 
workshops. 

In April Chugach members began seeing the 
initial impact of falling oil and associated 
commodity prices.  Chugach filed with the 
Regulatory Commission of Alaska seeking 
approval to lower rates by slightly more than 
5 percent.  Members also saw a slightly dif-
ferent bill that broke the fuel adjustment into 
two categories (fuel and purchased power) to 
more clearly delineate the different costs.    

Chugach held its 2009 Annual Membership 
Meeting April 30.  Two hundred thirty-one 
members registered for the event.  About 16 
percent of the 66,034 Chugach members of 
record voted.  Elizabeth “Pat” Kennedy and 
Jim Nordlund were elected to 3-year terms 
on the board of directors.  The members 
approved three proposed bylaw amendments 
that covered housekeeping, the number of 
election committee members and director 
meeting attendance.

The Alaska Department of Labor and 
Workforce Development named Chugach an 

“Apprenticeship Employer of the Year” at a 
ceremony April 30.  In the course of a year 
Chugach usually employs 8-10 apprentices 
who are training to become electrical line-
men through a statewide program run by 
the Alaska Joint Electrical Apprenticeship 
Training Trust.

Chugach was certified as a 10-year Tree 
Line USA utility in June. The certification is 
awarded by the national Arbor Day Founda-
tion to recognize outstanding right of way 
and vegetation management practices and 
community involvement.  

A new natural gas contract between Chugach 
and ConocoPhillips was submitted to the 
RCA in May and subsequently approved in 
August.  The seven-year contract is designed 
to fill 100 percent of Chugach’s unmet needs 
through April 2011, and a portion of its needs 
for several years after that.

In September Chugach and other organiza-
tions in the Railbelt began making plans to 
deal with a potential shortfall of natural gas.  
The group identified an overall action plan 
called Energy Watch, to be used in the event 
of a gas delivery problem.  The plan included 
tools the utilities can use in cutting back, 
and asking customers to help through using 
energy wisely or scaling back on usage.

In October a Request for Qualifications was 
issued seeking input from firms interested 
in bidding on the EPC contract to “engineer, 
procure and construct” the new Southcentral 
Power Project.  The SPP is a 183-megawatt 
project that will be jointly owned by Chugach 
and Municipal Light & Power.  The EPC 
responses are expected by March 2010, with 
construction expected to begin in early 2011.

The board considered and in November 
approved using a method called “Simplified 
Rate Filing”  to adjust energy and demand 
rates.  The SRF process is intended to allow 
modest rate changes while avoiding the 
undue expense of a general rate case.  

In November Chugach energized a new sec-
tion of transmission line constructed along 
O’Malley Road between the Alaska Railroad 
track and Elmore Road.  The line connected 
the South Anchorage Loop and completed a 
series of projects begun 8 years earlier. July 
marked the start of the work along O’Malley 
Road, the last of the projects designed to 
strengthen the regional transmission system 
and help improve reliability for customers.  

Following the introduction of legislation by 
the governor to create the Greater Railbelt 
Energy and Transmission Corp., the six 
Railbelt electric utilities worked together 
throughout the remainder of the year on a 
draft committee substitute bill for consid-
eration during the 2010 legislative session. 
Each of the governing bodies was repre-
sented on the Joint Utility Task Force formed 
to work with administration energy advisors 
to create a bill that could create an organi-
zation to meet regional generation and trans-
mission needs in the coming years.

In December past and long-term retail mem-
bers shared in a $1.7 million capital credit 
retirement for a portion of credits earned in 
1989.  Chugach’s wholesale members also 
shared a $1.7 million capital credit retire-
ment.  

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

Chugach members registering at the 
2009 Annual Meeting and Election

New 138-kilovolt transmission line 
along O’Malley road
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C h a i r m a n ’ s  r e p o r t

r e b e C C a  L o g a n

Board Chair

“ S o m e h o w  w e  m u s t  f i n d  a  w a y  t o 
e v a l u a t e  a n d  p r i o r i t i z e  i d e a s ,  a n d  t o 
i n v e s t  o u r c u s t o m e r s ’  d o l l a r s  w i s e l y. ”

The governance bodies of the six electric 
utilities of the Railbelt have spent much 
of this past year seeking a way to work 
together toward common goals.  We all are 
interested in the same things on behalf 
of our customers – reliable power at a 
reasonable cost.  The challenge we face is 
how best to achieve those goals.

In the view of Chugach, it’s by working to-
gether.  Cooperation is good for customers.

The Railbelt covers a pretty good-sized 
area, with the service territories of the utili-
ties stretching about 600 miles.  But even 
though it is home to about three-fourths of 
the state’s population, there aren’t enough 
customers in the Railbelt to pay for all of 
the possible power projects being dis-
cussed.  Somehow we must find a way to 
evaluate and prioritize ideas, and to invest 
our customers’ dollars wisely.  

Midway through the 2009 legislative ses-
sion, Gov. Palin’s administration introduced 
legislation to create GRETC – the Greater 
Railbelt Energy and Transmission Corp.  The 
idea for GRETC resulted from a 2008 study 
of the Railbelt led by the Alaska Energy 
Authority.  The legislature had funded the 
study seeking a way to rationalize the ef-
forts of the six utilities.  

The legislative session ended with GRETC 
bills in the respective energy committees 
of the House and Senate – and with a 
commitment of the governing bodies of the 
Railbelt electric utilities to work together 
and with the administration to try to shape 
a bill that would work for all concerned.  

The GRETC Task Force worked throughout 
the interim. Gov. Parnell has committed the 
efforts of his senior energy advisors and 
leaders of the AEA to the effort since taking 
office last summer.   

We emerged with a substitute bill that went 
back before legislative committees in March 
2010.  It provides a framework for Rail-

belt utilities to work 
together and with 
the state to develop 
projects, while offering 
each utility the oppor-
tunity to independently 
pursue activities as 
their governing bodies 

see fit.  As the legislative session progresses 
we are optimistic about the GRETC legisla-
tion and the organization it will create.  When 
utilities work together, customers benefit.

It’s especially important to work together 
on projects. Chugach and Municipal Light & 
Power have been working together for some 
time on construction of a new gas-fired, 
combined-cycle power plant in Anchorage.  
By partnering on the Southcentral Power Proj-
ect, each utility gains a valuable generation 
asset at a lower cost.  The SPP is an example 
of the benefit to customers from utilities 
working together. 

We think this example can be expanded to 

other utilities too. Together we can best 
address regional concerns for planning, 
transmission, incorporation of renewable 
projects and the development of generation 
facilities.

In the long-term, Chugach would prefer to 
have a generation portfolio less dependent 
upon fossil fuels.  Currently about 90 percent 
of the kilowatt-hours we sell annually comes 
from burning natural gas, with the other 10 
percent coming from hydro power.  In 2008 
the board resolved to reverse those ratios of 
fossil-fueled-to-renewable generation over 
time, and recently has been considering the 
role other alternative forms of generation 
could play. We’d like to see additional signifi-
cant hydro projects developed in the Railbelt, 
but realize that is an undertaking that will 
take the combined effort of multiple utilities 
and the state.  GRETC provides a model for 
that cooperation, and a way ahead.

The Chugach board remains committed to 
the idea of cooperating with other utilities to 
better serve our customers.

and the Matanuska-Susitna Borough. They 
joined with the utilities to develop a program 
called Energy Watch to help prepare custom-
ers for a possible request to curtail demand 
in the event of a shortfall.  While no call for 
curtailment was necessary in the winter of 
2009-2010, the publicity of the program 
helped lay a foundation for future action and 
elevated the public discussion of this very 
important issue.

Management of Cook Inlet gas will remain a 
critical issue for the state, Railbelt utilities 
and regional leaders for years to come.

Gas isn’t our only issue, of course.  Everyday 
the Chugach work force strives to profes-
sionally deliver safe and reliable electric 
service to our member-owners.  Chugach 
recently concluded negotiations with the three 
bargaining units represented by the Interna-
tional Brotherhood of Electrical Workers Local 
1547.  For the first time, employees ratified 
agreements recognizing that future wage 
increases have a connection to the financial 
performance of the cooperative.  

I am proud of the work Chugach has done in 
the past year on behalf of the members we 
are here to serve.

C e o ’ s  r e p o r t

b r a d L e Y  e v a n s

CEO

the exeCutive staff

Seated from left, Dave Smith, Sr. Vice President, Admin-
istration; Brad Evans, Chief Executive Officer and Lee 
Thibert, Sr. Vice President, Strategic Planning & Corporate 
Affairs.  Standing from left are Paul Risse, Sr. Vice 
President, Power Supply; Mike Cunningham, Sr. Vice Presi-
dent, Finance & Chief Financial Officer; Ed Jenkin, Vice 
President, Power Delivery; Tyler Andrews, Vice President, 
Human Resources and Mark Johnson, Corporate Counsel.

Fuel is the largest single expense for 
Chugach and its members, and is cur-
rently the issue that occupies a great deal 
of our attention.  There’s a reason for that.  
Chugach uses natural gas to generate most 
of the kilowatt-hours it sells each year.  The 
long-term gas contracts that have provided 
a steady supply of reasonably priced fuel for 
the past two decades are nearing their end. 
Chugach will probably use the last volumes 
of gas from its old contracts sometime in 
2011.

We were successful in taking a new gas sup-
ply contract before the Regulatory Commis-
sion of Alaska in the past year.  The contract 
with ConocoPhillips will provide gas for 100 
percent of our needs into 2011 and a portion 
for some years after that.  We have been in 
negotiations for additional volumes that will 
fill in part of the gap, and hope to conclude 
transactions in the near future that will give 
us a bit more breathing room.

As the Cook Inlet Basin gas fields age, our 
concern is not only about gas volumes, but 
also deliverability.  In Alaska, the demand 
for fuel by electric and gas utilities is higher 
in the winter than it is in the summer.  This 
variation creates a challenge for the produc-
ers.  It is imperative that a sufficient supply 
of fuel be delivered at the rate needed by 
utilities to meet the point-in-time demands 
of customers.

Gas storage is one way to address concerns 
about deliverability.  Chugach has joined 
ENSTAR and Municipal Light & Power in a 
project to secure storage from a third party 
provider.  Arrangements are not yet complet-
ed, but we are hopeful that we will have gas 
storage for utilities within the next two years.

For the past two years Chugach has 
promoted a state-developed, Cook Inlet Re-
source Management Plan. In 2009, Chugach, 
ENSTAR and ML&P commissioned a study of 
Cook Inlet natural gas.  We weren’t just in-
terested in how much was left – we wanted 

to know what level of activity would be 
required to meet our needs in the coming 
decade and what the cost might be.  Our 
consultant concluded that reserves could 
provide another 10-years supply, but that 
it will take a sustained successful drilling 
program to ensure delivery.  The study also 
estimated that the cost of drilling in the 
next decade could be two to three times as 
expensive as in the past 10 years, resulting 
in higher fuel prices.

In our multiple and  continuing efforts 
to conserve fuel,  we have moved the 
Southcentral Power Project forward.  In 
addition to conserving fuel this project will 
provide Chugach a transition plan that more 
effectively incorporates future alternative 
generation without losing thermal efficien-
cies and avoids substantial investment in 
existing older technology generating units. 
The SPP is a shared project with ML&P.  In 
the past year we made significant progress 
in the areas of engineering, procurement, 
land acquisition and permitting, and remain 
on track for operation of the efficient, 
combined-cycle plant by 2013.  The SPP 
will extend our Cook Inlet gas supply and 
lower the fuel surcharge for customers by 
using 25 percent less gas per kilowatt-hour.

It’s not just the utilities that are concerned 
about deliverability.  Our concerns are 
shared by the leaders of the Municipality 
of Anchorage, the Kenai Peninsula Borough 
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b o a r d  o f  d i r e C t o r s

eLizabeth vazquez, 
Director

Elizabeth Vazquez is an attorney with the 
State of Alaska and has a Master’s of Busi-
ness Administration.  She was elected to 
the board in 2005 and re-elected in 2008.  
Vazquez serves on the board’s Operations 
and Finance committees and is the board 
liaison to Chugach’s Bylaws Committee.  She 
is the NRECA voting delegate and the alter-
nate voting delegate for CFC.  Vazquez is a 
National Rural Electric Cooperative Associa-
tion Credentialed Cooperative Director and 
has earned her Board Leadership Certificate. 

Janet reiser, 
Director

Janet Reiser is an engineer and managing 
partner of Salus Management Services and 
chief operating officer of Sea Lion Interna-
tional.  She was elected to the board in 2008.  
She serves as chair of the board’s Opera-
tions Committee, is the NRECA alternate 
voting delegate and the board liaison to the 
Renewable Energy Committee and the South-
central Power Project.

eLizabeth “pat” KennedY, 
Director

Pat Kennedy is a retired attorney who is 
state-licensed as a private guardian and 
conservator.  She was elected to the board 
in 2009. Kennedy currently serves as the 
vice chair of the board’s Finance Committee, 
serves on the Audit Committee and is the 
board liaison to Chugach’s Election Commit-
tee. She is a National Rural Electric Coopera-
tive Association Credentialed Cooperative 
Director and has completed board leadership 
training.

aLex gimarC, 
Secretary

Alex Gimarc is a systems programmer with 
the Municipality of Anchorage. He was 
elected to the board in 2007. Gimarc cur-
rently serves as the vice chair of the board’s 
Operations Committee, and is on the board’s 
Finance and Audit committees.  He is also 
Chugach’s representative to the Joint Action 
Agency and the Alaska Power Association, 
and serves on the Railbelt Utility Task Force.

p.J.  hiLL , 
Treasurer

P.J. Hill is a retired professor from the 
School of Business and Public Policy at the 
University of Alaska Anchorage.  He is also 
an economic consultant and a commercial 
fisherman. He was elected to the board in 
2007. Hill chairs the board’s Finance and 
Audit committees.  He is a National Rural 
Electric Cooperative Association Credentialed 
Cooperative Director. 

J im nordLund, 
Vice Chairman

Jim Nordlund is Alaska state director of USDA 
Rural Development, as well as the owner of 
Nordlund Carpentry, LLC.  He was elected to 
the board in 2006 and re-elected in 2009. 
Nordlund is a former legislator and state 
director of Public Assistance.  He currently 
serves on the board’s Operations Committee.  
He is a National Rural Electric Cooperative 
Association Credentialed Cooperative Direc-
tor.

rebeCCa Logan,
Chairman 

Rebecca Logan is president and chief 
executive officer for the Associated Builders 
and Contractors, Alaska Chapter. She was 
appointed to fill a board vacancy in 2007 and 
elected to the board in 2008. Logan serves 
on the board’s Operations, Finance and Audit 
committees.  She is on the Northwest Public 
Power Association Board of Trustees, serves 
as Chugach’s Alaska Power Association 
Resolutions Committee representative, and is 
chair of the Joint Utility Task Force. 

Seated from left:  Jim Nordlund, Vice Chair; Rebecca Logan, Chair and P.J. Hill, Treasurer.   
Standing from left:  Janet Reiser, Alex Gimarc, Secretary; Pat Kennedy and Elizabeth 
Vazquez.  
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t r e a s u r e r ’ s  r e p o r t

p . J .  h i L L

Treasurer

As a cooperative, our bottom line, or rev-
enues in excess of current costs, is called 
margins.  Chugach ended 2009 with $5.7 
million in margins.  This was slightly down 
from our margin performance in 2008 of $6.4 
million; however, it was in line with our 2009 
budget, which projected margins of $5.8 
million.  While the final result was not up to 
the level of 2008, it did reflect the impact of 
tight cost control in the face of decreased 
kilowatt-hour sales.  The implementation of 
protective measures in response to the threat 
of ashfall from Mount Redoubt that contin-
ued as additional conservation measures 
was a significant factor to the decrease in 
sales.  We also continued to promote our 
Smart Power program, which is designed to 
help change customer habits and promote 
efficient-energy products.  

Total energy sales to retail, wholesale and 
economy energy customers amounted to 
2,535,676 megawatt-hours in 2009.  These 
sales, along with other revenue, produced 
total revenues of $290,247,308 for the year.  
This compared to 2,785,705 MWh of energy 
and $288,292,112 of revenue in 2008.  
While retail and wholesale sales were down 
in 2009, the expiration of our contract with 
Golden Valley Electric Association, an econo-
my energy customer, had a significant impact 
on the decrease in sales from 2008.  We 
executed an agreement in the fourth quarter 

of 2009 with GVEA, which is also expected to 
generate economy energy revenue in 2010.  
Even though sales were down 
in 2009 compared to 2008, 
our total revenue increased 
due to higher purchased power 
costs included in revenue and 
recovered through the fuel and 
purchased power process.

Chugach exceeded its Indenture of Trust 
financial performance covenant of a 1.10 
Margins for Interest/ Interest (MFI/I) ratio.  
The indenture mandates certain financial 
performance standards we must meet in 
order to provide bond investors comfort with 
their long-term investment in Chugach.  Our 
actual MFI/I for 2009 was 1.27.

Chugach maintained the landmark Equity to 

Total Capitalization ratio of above 30 percent 
that we initially achieved in 2007, and still 
returned over $3.4 million of capital credits 
to our retail and wholesale members. Main-
tenance of an equity ratio above 30 percent 
allows greater flexibility in financial planning 
under the terms of our indenture.

In 2009, Chugach began issuing commercial 
paper to fund capital expenditures associ-
ated with the Southcental Power Project, 
a natural gas-fired generation plant that 
is being developed and jointly owned with 
Municipal Light & Power.  While the commer-
cial paper program has a $300 million limit, 

as established by the credit facility used to 
“backstop” the program, the board approves 
the balance to be issued on a quarterly 
basis.  Through the use of this program, we 
were able to decrease interest expense with 
substantially lower interest rates, which 
ranged from 0.26 to 1.48 percent in 2009.  
Chugach had $51.5 million in commercial 
paper outstanding at the end of 2009.  

“ D u e  t o  a  d e c l i n e  i n  s a l e s  i n  2 0 0 9, 
C h u g a c h  m a n a g e d  e x p e n s e s  t o 
a c h i e v e  p ro j e c t e d  m a rg i n s . ”

Mount Redoubt rumbled to life early in 2009. Crews prepared a connection to the new facili-
ties along O’Malley Road.

A 7-mile long snow and ice road allowed 
crews to transport equipment to Chugach’s 
Point MacKenzie Substation during the winter 
months.

fuel supply contract, in addition to a contract 
we finalized with ConocoPhillips.  We also ex-
tended the current employment agreements 
with the International Brotherhood of Electri-
cal Workers for three years, which provides 
for wage increases in two of the three years 
and are indirectly tied to Chugach’s financial 
performance.

Chugach updated the three bond rating agen-
cies in 2009, who maintained our underlying 
long-term ratings of “A-“ and “A3.” Our com-
mercial paper composite rating is “A1/P2.”

Chugach participated in the formation of a 
Joint Utility Task Force with the other electric 
utilities of the Alaska Railbelt.  This task 
force was created in an effort to provide the 
utilities a venue in collectively reviewing 
and providing feedback on the legislation 
regarding the Greater Railbelt Energy and 
Transmission Corp., in addition to addressing 
other issues facing the Railbelt utilities.  The 
purpose of GRETC is to plan for the financ-
ing, acquisition, construction, ownership, 
and operation of necessary electric power 
generation and transmission assets and 
services that would be necessary to provide 
the Railbelt with adequate, reliable, safe 
and stable electric power and transmission 
services at the lowest feasible long-term 
cost.  In November 2009, Chugach joined 
Matanuska Electric Association and the 
City of Seward in issuing a joint resolution 
in support of the GRETC concept.  Efforts 
continued into 2010 with the Chugach Board 
of Directors unanimously passing a resolu-
tion in support of House Bill 182, enacting 
the establishment of GRETC.  The MEA Board 
of Directors, GVEA Board of Directors, Homer 
Electric Association Board of Directors, 
as well as the City Council of Seward also 

Conduits were installed for both the new 
subtransmission and distribution circuits 
along O’Malley Road.

Continuing a holiday tradition, Chugach 
donated turkeys to various organizations in 
Anchorage.

Chugach was recognized as a 10-year Tree Line 
USA utility in 2009.

unanimously passed resolutions in support of 
HB 182. This legislation, as well as its coun-
terpart in the Senate (Senate Bill 143), is on 
the agenda for the 2010 legislative session.

Chugach expended approximately $37.5 
million on total capital expansion and 
system improvement projects in 2009.  A 
significant portion was associated with the 
SPP.  Chugach executed several agreements 
and purchased additional land in 2009.  The 
major components of the generators, which 
were purchased in 2008, are due to arrive 
by the end of 2010.  We also look forward to 
awarding an Engineer, Procure and Construct 
contract and executing a steam turbine 
purchase agreement in 2010.  This effort will 
continue through to the successful comple-
tion of the project anticipated in 2013.

We continue to monitor all financial markets 
in anticipation of the upcoming 2011 and 
2012 refinancing efforts on our publicly 
traded long-term debt.  We also expect to 
convert some of the outstanding commercial 
paper balance to long-term debt in the near 
future.

Chugach continued to operate and maintain 
the system that provides reliable and low-
cost power to our members from Homer to 
Fairbanks.  To further our efforts, we negoti-
ated a tentative agreement on a long-term 

Chugach crews replaced a wood structure 
broken in a car accident.
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i n d e p e n d e n t  r e g i s t e r e d  p u b L i C  a C C o u n t i n g  f i r m ’ s  r e p o r t
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The Board of Directors  
Chugach Electric Association, Inc.  

We have audited the accompanying balance sheets of Chugach Electric Association, Inc. as of 
December 31, 2009 and 2008, 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, 2009. These 
financial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on these financial statements based on our audits.  

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion.  

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Chugach Electric Association, Inc. as of December 31, 2009 and 2008, and the 
results of its operations and its cash flows for each of the years in the three-year period ended December 
31, 2009, in conformity with U.S. generally accepted accounting principles.  

 
 
March 4, 2010  
Anchorage, Alaska
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   
   
   
   

   
   

   
   
   


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



   

   
   

   
   
   
   
   
   
   
   
   
   

   
   
   
   
   
   
   

   
   
   
   
   
   








    
    

    
    

    
    
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

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


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










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









  

  

  

  

  

   













  

  

  

  

  

  

  

  

  

  

   







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


  

  

  

  

  

  

  

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


      


    
     
     
     
     
     
 

   

    
      


    
     
     
     
     
     
 

   

 

d e C e m b e r  3 1 ,  2 0 0 9  a n d  2 0 0 8



24 2009  a n n u a l  r E p o r t 25C h u g a C h  E l E C t r i C  a s s o C i a t i o n ,  i n C .

Power Supply is responsible for operating 
and maintaining Chugach’s power plants, its 
power control center, Supervisory Control and 
Data Acquisition System and communica-
tions infrastructure.

A new power plant project, known as the 
Southcentral Power Project, will be built 
on about 12 acres of land at Chugach’s 
headquarters complex.  The SPP is a joint 
venture between Chugach and Municipal 
Light & Power.  The 183-megawatt plant will 
have three natural gas turbine-generators 
and one steam turbine-generator.  In 
October a Request for Qualifications was 
issued seeking input from firms interested 
in bidding on the EPC contract to “engineer, 
procure and construct” the new power plant.  
Chugach and ML&P asked three contractors 
to respond to a Request for Proposal by mid-
March.  Construction of the SPP is expected 
to begin in early 2011, with commissioning 
and startup in 2013.

Summer is when most major power plant 
maintenance projects are completed.  In 
2009, Chugach painted its Cooper Lake 
Power Plant located on the shore of Kenai 
Lake.  Painting the 19.2-megawatt plant was 
one of the conditions Chugach agreed to in 
2007 in order to secure a new 50-year oper-
ating license for the project from the Federal 

Energy Regulatory Commission.

Chugach also completed major mainte-
nance projects on the utility’s generation 
units in the summer of 2009.  In July, the 
crews at the Beluga Power Plant, located 
40 air miles across Cook Inlet, completed 
an annual inspection of Unit No. 8, a steam 
turbine-generator that uses the hot exhaust 
of the two largest gas turbines at the plant 
to provide the heat for its boiler.  The unit is 
currently the only steam unit on the Chugach 
system.  

In 2009, Chugach worked with electric and 
gas utilities and the Municipality of Anchor-
age to develop a contingency plan for a 
possible natural gas shortfall.  The “Energy 
Watch” plan is intended to cut energy use via 
a number of options, including diverting gas, 
increasing hydropower production and asking 
customers to cut back.  In October the Mu-
nicipality of Anchorage held an Energy Watch 
test to determine if customers would cut 
their usage when asked.  The evening test 
showed that electric and gas customers cut 
their energy demand by about 2-4 percent.  

Chugach replaced the control system used 
by its Power Control Center to operate the 
electrical grid.  The SCADA system provides 
vital information, including monitoring 

generation status and controlling the units 
and their power output.  Chugach completed 
final testing in December, and cut over to the 
new system in mid-January 2010.  ML&P 
also upgraded its SCADA system as part of a 
joint effort. 

p o w e r  s u p p L Y

The Southcentral Power Project will be 
built on vacant land (center) at Chugach’s 
headquarters complex, near an existing power 
plant at this location (foreground).

Representatives from gas and electric utilities 
and the Municipality of Anchorage participated 
in a table top excercise of the Energy Watch 
program.

Unit No. 8 at the  Beluga Power Plant was 
dismantled for an annual inspection.

The Beluga Power Plant is located on the 
west side of Cook Inlet.

p o w e r  d e L i v e r Y

Circuit switchers were repaired at Girdwood 
in the fall.

Major maintenance was done at the Bernice 
Lake Substation.

Pole top rescue training is conducted annually.

Power Delivery is responsible for delivering 
safe and reliable power through its Engineer-
ing & Operations functions.

Chugach energized a new section of a 
138-kilovolt transmission line along O’Malley 
Road in November that linked the Retherford 
and University substations.  In addition, the 
project included placing a new 34.5-kilo-
volt subtransmission line and an existing 
12.5-kilovolt distribution line underground 
along O’Malley Road between the New 
Seward Highway and Elmore Road.  The 
O’Malley line electrically completed the con-
nection of a larger project called the South 
Anchorage Loop that was begun 8 years 
earlier.  The goal was to improve local and 
regional reliability by building a new trans-
mission substation in South Anchorage and 
linking it to Chugach’s two other Anchorage 
Bowl transmission substations. 

Cable injection projects continue to be a 
part of the routine summer work for crews.  
As underground cable begins to age and 
sometimes fail, Chugach injects it where 
feasible with a special fluid to extend its life 
by as much as a decade or more.  Chugach 
crews completed injection projects in seven 
subdivisions, including Spring Hills, Queens-
gate and Alpine Village.  

Chugach crews completed a major mainte-

nance project at the Bernice Lake Substation 
in May.  The work required setting up and 
energizing the mobile substation to serve 
the Homer Electric load during the seven 
days the Bernice Lake Substation was out 
of service.  The project included replacing 
switches and completing maintenance on 
two transformers.  In addition, the crews 
reconstructed the facilities where the trans-
mission line drops into the substation.  

Substation maintenance continues to be 
a high priority.  Chugach’s comprehensive 
reliability centered maintenance program 
which uses predictive maintenance (PdM) 
techniques optimizes the effectiveness of 
the dollars spent on maintenance and allows 
Chugach to find and repair defective equip-
ment before it fails.

The PdM program helps Chugach determine 
when to perform maintenance based upon 
non-invasive, on-line diagnostic tests rather 
than scheduling time-based maintenance 
on equipment that, in reality, may not need 
to be maintained at that time.  Time-based 
maintenance is labor-intensive, ineffective 
in identifying problems that develop between 
scheduled inspections and is not cost-
effective.  Technologies used include infrared 
thermography, dissolved gas, vibration and 
partial discharge analysis, and other on-line 
diagnostic tests.  

In 2009 the PdM program identified failing 
insulators at the Beluga Power Plant.  In 
finding and repairing these insulators early, 
Chugach saved not only the cost of replac-
ing failed equipment but avoided what could 
have been a significant plant outage.   By 
preventing total equipment failure, Chugach 
has avoided more than $4 million in costs 
over the past nine years and has contrib-
uted greatly to the reliability of the system.  
Chugach’s PdM program has been recog-
nized by the utility industry and has been the 
recipient of two national awards.

A continued focus on safety contributes to 
the successful completion of Operation’s 
maintenance and outage response activi-
ties. Chugach is instrumental in providing 
annual pole top and aerial rescue training 
not only for its own electrical workers, but for 
workers from other utilities as well.  Pole top 
and aerial rescue training is unique as only 
qualified personnel are able to perform it due 
to the location of energized electric lines or 
equipment.  In most years, Chugach trains 
more than 100 individuals from Chugach 
and other organizations, including the City of 
Seward, the City of Cordova, Municipal Light 
& Power and Matanuska Telephone Associa-
tion.
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Administration is responsible for Chugach’s 
Administrative Services, Information 
Services, Member Services, Commercial & 
Community Relations and Safety functions – 
including energy efficiency and conservation 
programs.

The Smart Power program kicked off in Janu-
ary. Chugach initially joined forces with Mu-
nicipal Light & Power, and later in September 
with Matanuska Electric Association.  The 
utilities offered customers a discounted price 
to purchase a variety of compact fluorescent 
lamps (CFLs).  The utilities set a goal to put 
70,000 additional CFLs in homes in 2009.  
The result was nearly double the goal, with 
130,000 CFLs being placed in homes.  The 
program added workshops focusing on com-
mercial lighting, CFLs and energy efficient 
light fixtures.  As an added benefit a new 
Web site (www.smartpowerak.com) provides 
energy tips and other energy efficiency and 
conservation information.

Chugach had a booth in the Anchorage Home 
Builders Association Home & Remodel-
ing Show in March. The booth focused on 
the Smart Power program and offered free 
CFLs to the first 2,000 Chugach members. 
Chugach also sponsored a lighting workshop.

administration strategiC 
pLanning & 
Corporate 
affairs

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

In planning for the future, many of the 
Railbelt utilities are continuing to support the 
creation of an entity to meet the combined 
generation and transmission needs of their 
customers.  They are backing legislation 
for the 2010 legislative session to create 
the Greater Railbelt Energy and Transmis-
sion Corp., or GRETC.  The vision of the new 
organization would include regional planning, 
transmission operation and interconnection 
guidelines, generation diversification and 
development of large-scale renewables.

Chugach uses natural gas to produce about 
90 percent of the power it sells annually, 
with the balance coming from hydroelectric 
projects.  A major milestone was reached 
in 2009 when the Regulatory Commission 

During 2009 an increased emphasis was 
placed on workplace safety, which resulted in 
a decrease of work place recordable injuries 
to the lowest number in over a decade of 
statistics.  The number of lost-time injuries 
sustained in 2009 was also decreased – 
tying with 2003 for the least number of lost 
time injuries in nearly a decade.  Several 
tools were developed to help this process, 
including a senior management review of all 
lost-time injuries and using a consultant to 
interview employees on safety issues.  

A legislative initiative to allow members 
another voting option continues to work its 
way through the legislature.  Chugach and 
other utilities are seeking a statute change to 
allow members the option to vote electroni-
cally in the annual election for directors and 
proposed bylaw changes.

The Smart Power program was kicked off with 
a demonstration on energy-efficient compact 
fluorescent lamps.

Member Services strives to provide the best 
customer service to Chugach members.

Chugach added the new Smart Power Alaska 
Web site to provide energy information to 
members.

Chugach uses modern technology in planning 
for the future.

finanCe

Anchorage Mayor Dan Sullivan announced the 
Energy Watch campaign at a press confer-
ence in September.

Accounting employees verifiying general ledger 
entries.

of Alaska approved a natural gas contract 
between Chugach and ConocoPhillips.  The 
new seven-year contract will fill 100 percent 
of Chugach’s unmet needs through April 
2011, about 50 percent of Chugach’s unmet 
needs from May 2011 through December 
2014, approximately 60 percent in 2015 and 
approximately 29 percent in 2016.  The total 
volume of gas under the contract is about 
62 billion cubic feet and most will be priced 
using a market basket of Lower 48 produc-
tion area price points, as published in Platts 
Gas Daily.  Chugach will continue to work to 
obtain additional natural gas contracts with 
other suppliers of natural gas.

Chugach has contingency plans for a wide 
range of events, including earthquakes, 
avalanches and volcanoes.  As the possibil-
ity loomed for a possible natural gas shortfall 
in 2009, Chugach worked with electric and 
gas utilities and the Municipality of Anchor-
age to develop a contingency plan called 
“Energy Watch.” The plan identified mul-
tiple actions that could be taken, including 
diverting gas from the liquefied natural gas 
plant, increasing hydropower production and 
asking customers to voluntarily cut back on 
their gas and electric usage, with intentional 
interruptions of service as a last resort.  

The Finance Division is responsible for 
Chugach’s Accounting, Finance, Regula-
tory Affairs & Pricing and risk management 
functions. 

Over the year, members saw their bills 
change, both on the bottom line and in the 
makeup of the bill itself.   

Fuel costs continued to be a significant 
portion of customer bill levels. The impact of 
record high crude oil prices and other energy 
commodities in 2008 increased retail bills 
about 17 percent in the first quarter of 2009. 
Residential customers using 700 kilowatt-
hours saw their bills go from $102.42 in 
December 2008 to $119.80 in January 2009. 
By year’s end, while there was an increase in 
the energy charge, the same bill was $99.04 
due primarily to decreases in the cost of fuel.

In April, the retail fuel surcharge rate com-
ponent was separated into two categories 
to more clearly identify the cost differ-
ences between fuel and purchased power.  
Chugach filed a general rate case in June 
requesting an overall increase of about 1.6 
percent on total patronage revenue.  This 
was the first base rate increase for retail 
members since the fall of 2003. The request 
came after Chugach completed an updated 

cost-of-service study that examined the 
cost of providing service to different kinds 
of customers and calculated the rates that 
each customer class should pay to ensure 
rates are equitable. By March 2010 the 
Regulatory Commission of Alaska had not 
yet approved permanent changes. However, 
in October 2009 it did approve the rates on 
an interim refundable basis.

The board approved the use of simplified 
rate filing (SRF) procedures for adjustments 
to base energy and demand rates at its 
November meeting.  Chugach submitted 
its request to implement SRF to the RCA 
in December.  The purpose of SRF is to 
streamline the rate adjustment process 
through routine filings that update underly-
ing cost and sales information utilizing 
Commission-approved ratemaking method-
ologies, including return requirements.  The 
intent of this change is to facilitate the rate 
adjustment process while reducing cost.

Chugach has requested that the adjust-
ments be completed on a semi-annual 
basis, and would continue to submit filings 
to the RCA for approval prior to any rate 
changes being implemented.
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2009

2008

2007

r e t a i L  K w h

1.18 Billion kwh

1.21 Billion kwh

1.21 Billion kwh

2009

2008

2007

e C o n o m Y  e n e r g Y  K w h

76.9 Million kwh

256.1 Million kwh

93.8 Million kwh

2009

2008

2007

C o s t  o f  7 0 0  K w h  residentiaL serviCe

$99.04

$102.42

$94.51

2009

2008

2007

e x p e n s e s

2009

2008

2007

g e n e r a t i o n  s o u r C e  b Y  K w h

90% Natural Gas  10% Hydro

91% Natural Gas    9% Hydro

93% Natural Gas    7% Hydro

Fuel costs
$137.9 Million

Fuel costs
$136.4 Million

Fuel costs
$106.0 Million $256.1 Million

$285.4 Million

$283.1 Million

o u t a g e  s t a t i s t i C s

K e Y  C o m p a r i s o n s

Chugach averaged 2.30 outage hours per customer in 2009, lower than the 2.57 hours in 2008.  The 5-year 
average for customer outage hours increased to 2.39 hours in 2009, up from the 2.36 hours in 2008.

2009

2008

2007

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

2.54 Billion kwh

2.79 Billion kwh

2.61 Billion kwh

2009

2008

2007

w h o L e s a L e  K w h

1.28 Billion kwh

1.32 Billion kwh

1.31 Billion kwh

2009

2008

2007

C o s t  p e r  r e s i d e n t i a L  K w h

13.01 Cents/kwh

13.49 Cents/kwh

12.299 Cents/kwh

2009

2008

2007

t o t a L  r e v e n u e / non-operating margins

$291.1 Million

$289.5 Million

$259.0 Million

2009

2008

2007

s e r v i C e  L o C a t i o n s  a t  Y e a r - e n d

2009

2008

2007

m a r g i n s

$5.7 Million

$6.4 Million

$2.9 Million

81,047

80,682

80,297

*not inCLuding the Customer Charge and the 2 perCent moa underground Charge *inCLudes Customer and energY Charges,  fueL surCharge and reguLatorY Cost 
Charge.  does not inCLude 2 perCent moa undergrounding Charge

in deCember* in deCember*

g e n e r a t i o n  r e s o u r C e s

Chugach uses various generation resources to ensure reliable, 
affordable power. Chugach owns 530.1 megawatts of installed 
capacity at Chugach-owned facilities. The unit ratings shown are 
taken at 30 degrees Fahrenheit. Chugach also takes power from 
the state-owned Bradley Lake hydroelectric project near Homer 
and from Homer Electric Association’s gas turbine at Nikiski.  In 
2009, 90 percent of the kilowatt-hours Chugach generated came 
from natural gas units and the other 10 percent from hydroelectric 
resources.

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

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

TOTAL        47.0

Eklutna

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

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

TOTAL        19.2

Cooper Lake

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

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

TOTAL        385.00

Beluga

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

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

TOTAL        46.7

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

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

TOTAL        67.5

Bernice Lake



Chugach power flows to nearly three-fourths of 
Alaska’s population.  Chugach serves 81,047  
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.  Chugach 
provides power for Alaskans from Homer to 
Fairbanks through wholesale and economy 
energy sales to Homer Electric Association, the 
City of Seward, Matanuska Electric Association 
and Golden Valley Electric Association.  On 
occasion, Chugach sells to, or buys energy 
from, Municipal Light & Power.

Chugach owns 530.1 megawatts of installed 
generation capacity at five power plants.  
Chugach operates 2,218 miles of energized 
line.  Chugach has 533 miles of transmission 
line – that includes 128 miles of leased 
transmission lines and Chugach’s share 
of the jointly-owned Eklutna transmission 
line.  Chugach also has 916 miles of 
overhead distribution line and 769 miles of 
underground distribution line.

Chugach set an all-time system peak load 
Jan. 7, 2009, when demand hit 489.54 
megawatts in the hour ending at 7 p.m.  
The temperature at the time at Chugach 
headquarters was minus 13 degrees.  
Power sales for the year totaled 2.54 
billion kilowatt-hours.        
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