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In late January, Chugach assumed con-

trol of the Southcentral Power Project 

on behalf of utility owners Chugach and 

Municipal Light & Power.

In February, Chugach implemented new 

rates to reflect both the cost and effi-

ciency of SPP.  The Regulatory Commis-

sion of Alaska agreed with a Chugach 

request for an interim increase to base 

rates to recover the cost of the plant, 

while at the same time lowering the fuel 

surcharge to reflect SPP’s efficiency. With 

fuel saving offsetting much of the cost 

of the new plant, the average residential 

customer received about a 6 percent 

increase in their monthly bill.

In March, the RCA approved a new 

gas supply contract Chugach negotiated 

with Hilcorp Alaska, LLC.  The contract 

provides fuel through the frst quarter of 

2015 to make economy energy sales to 

Golden Valley Electric Association while 

also providing fuel flexibility for Chugach 

and its customers.  

With funding from a grant from the Alas-

ka Energy Authority, in late April Chugach 

launched an innovative energy efficiency 

pilot program call MyPower that uses 

online tools and social media to inform 

residential members about their energy 

use. By the end of the year more than 

2,000 members were using 

the program.

The annual meeting on May 

16 drew 176 registered 

members. David Gillespie 

and Susan Reeves were 

elected to 3-year terms 

on the board of directors 

and one bylaw amendment 

was approved. A total of 

12.7 percent of the 68,317 

members of record voted 

in the election, 31 percent 

voted via the Internet.

In June, Chugach began selling renewable 

energy certificates to help offset the 

cost of power purchased from the Fire 

Island Wind Project.  Renewable energy 

certificates represent the property rights 

to the environmental, social and other 

non-power qualities of renewable elec-

tricity generation.

As usual, summer saw a flurry of con-

struction and other projects on the 

Chugach system, including cable re-

placements, cable injections and over-

head-to-underground conversions.  Other 

projects addressed problems on the 

distribution line to Hope.

In August, work began on a 2-year proj-

ect to provide warmer water for salm-

on habitat near Chugach’s Cooper Lake 

Hydroelectric Project.

In September, the RCA approved a natu-

ral gas supply contract with Hilcorp that 

ensures Chugach has fuel through March 

2018.  Pricing ties to a consent decree 

Hilcorp agreed to when taking 

over the Cook Inlet assets of Mar-

athon Oil Co.

In late October, Chugach complet-

ed a project to turn the Hope 

Substation into an automated 

switching location on the Railbelt 

transmission system.  The proj-

ect improves both local service and the 

regional grid.

Chugach sent crews and equipment north 

to help restore power to customers of 

Golden Valley Electric Association after 

a fierce November storm left thousands 

of Interior Alaska without electricity in 

sub-zero temperatures..  

In late November, the RCA approved 

a natural gas supply contract between 

Chugach and Cook Inlet Energy. Sales 

could begin in 2014, depending on drill-

ing success.  

After decades of wholesale power pur-

chases, Homer Electric Association left 

the Chugach system when its contract 

terminated at the end of 2013.  Los-

ing HEA as a customer required fixed 

costs to be re-spread across fewer 

kilowatt-hours of sales.  Consequently, 

the average Chugach residential customer 

received an increase of about 6 percent 

in their monthly bill in January 2014.

One of the largest line extension projects in recent years 

took place in the fall at Tyonek, where about a mile of both 

3-phase and single-phase distribution line was added to the 

system to support ongoing economic development activity. 

On May 6 more than 200 community leaders and other 

guests turned out for the grand opening of the Southcentral 

Power Project.  Visitors got a behind-the-scenes look at the 

most efficient thermal power plant in Alaska.
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Chair report

Janet Reiser 
Board Chair

Seated is Brad Evans, Chief Executive Officer. 

Standing from left are Ed Jenkin, Vice President, 

Power Delivery; Paul Risse, Sr. Vice President, Power 

Supply; Sherri McKay-Highers, Vice President, Finance 

& Administration and Chief Financial Officer; Mark 

Johnson, Corporate Counsel; Tyler Andrews, Vice 

President, Member & Employee Services and Lee 

Thibert, Sr. Vice President, Strategic Development & 

Regulatory Affairs

The Executive staff

For the past several years, Chugach 

has been working to bring the electric 

utilities of the Railbelt together. Not to 

merge them into one utility, but rather 

to find ways to achieve the savings and 

efficiencies of unified efforts. At Chugach, 

it’s clear to us that there are sound 

economic and operational reasons to 

work in concert. 

The most obvious target for unification 

is the transmission system that serves 

Railbelt Alaskans. There are significant 

economies and efficiencies to be gained. 

It will not necessarily be a quick nor 

easy thing to achieve. However, as other 

parts of the country have learned, it is 

well-worth the effort. Just because some-

thing is difficult does not mean it is not 

possible.

We have success stories. The jointly 

owned Southcentral Power Project has 

been providing economical electricity for 

the customers of Chugach and Municipal 

Light & Power since it came under utility 

control in 2013. CINGSA – the Cook 

Inlet Natural Gas Storage Alaska project 

developed by the parent company of 

ENSTAR – provides a place for utilities 

to store gas purchased at times of lower 

demand to ensure a steady supply of gas 

for the cold, dark winter months. Our 

recent creation and development of a 

generation and transmission cooperative 

for the Railbelt to prioritize projects, 

speak with a regional voice and create 

a framework for future operations has 

demonstrated again the power of unified 

action. ARCTEC (the Alaska Railbelt Co-

operative Transmission & Electric Compa-

ny) has championed projects with bene-

fits to the customers of multiple utilities. 

A good example was the rebuild of 15 

miles of transmission line in Turnagain 

Pass that Chugach completed in 2013.

However, there is much more that can 

be done – especially when it comes to 

our regional transmission system. The in-

terconnected Railbelt electric system is in 

transition. Legacy agreements are coming 

to an end. New generating facilities are 

being built. New and upgraded trans-

mission lines are needed, as are rules 

of the road. Non-utility power providers 

want access to the grid. Above all, stud-

ies by the Alaska Energy Authority have 

shown that ratepayers in the Railbelt 

could save significant amounts of money 

each year through economic dispatch and 

an unconstrained transmission system.

Currently, six electric utilities and the 

Alaska Energy Authority own nearly all of 

the transmission facilities in the Railbelt. 

The use of the lines is largely governed 

by a combination of contracts and agree-

ments. It is not the most efficient way 

to operate the grid. When disputes over 

reliability, interconnection, congestion 

and other issues arise, resolution can 

be protracted and difficult. Additions to 

the transmission system are often viewed 

through the narrow focus of the costs 

and benefits of customers of individual 

utilities in the short term, at the ex-

pense of vision for what will be best for 

the long-term economic vitality of the 

region and the integrity of the grid.

That situation has led Chugach to study 

alternatives in recent years. For guidance, 

we looked to models that have worked 

well in the Lower 48. There, over the 

past 15 years, Independent System Op-

erators (ISOs) have emerged as a means 

to provide a neutral, third-party authority 

to resolve many of the transmission is-

sues we’re struggling with in the Railbelt. 

There are many benefits to the ISO 

model. These include open, non-discrim-

inatory access to the Railbelt grid, the 

administration of a universal tariff, a reg-

ulatory compact to ensure cost recovery 

for needed additions to the grid and the 

development and enforcement of reliabili-

ty and interconnection standards. 

In the 2014 session, legislators are 

considering bills directing the Regulato-

ry Commission of Alaska to produce a 

plan for the development of a Railbelt 

ISO. Chugach appreciates the attention 

of legislators, regulators and others that 

have expressed interest or support in 

this idea as a way to move our region 

forward. The outcome will be better by 

having more voices in the conversation.

Unification of the Railbelt transmission 

system is an important issue and a prior-

ity for your board of directors. You will 

be hearing more about it in the months 

and years to come.
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At the end of January 2013, Chugach as-

sumed control of the Southcentral Power 

Project on behalf of its utility owners.  

It was a major achievement.  Just 22 

months after its groundbreaking ceremo-

ny, Chugach and Municipal Light & Power 

were the joint (70/30) owners of Alaska’s 

most efficient thermal power plant.  The 

183-megawatt project came in months 

ahead of schedule and about $10 million 

under its $369 million budget. 

With a three-on-one configuration of gas 

and steam turbine-generators operating in 

combined cycle, the efficient new plant 

has a much better heat rate than the 

former system average.  In 2013 alone, 

SPP’s efficiency resulted in more than 

$20 million in avoided natural gas pur-

chases for Chugach customers.

Fuel savings went a long way toward 

covering the cost of the plant, and 

we intentionally adopted a strategy to 

mitigate the impact of the new plant 

on rates.  Chugach sought and received 

permission from the Regulatory Commis-

sion of Alaska (RCA) to adjust both base 

rates and the fuel charge on the same 

day in February to simultaneously recog-

nize the capital cost of the plant and its 

fuel savings.  Despite more than $250 

million in capital costs, the fuel saving 

offset caused an increase of only about 

6 percent in the monthly bill of an aver-

age Chugach residential customer.

We had good news regarding our fuel 

supply in 2013.  Following a settlement 

agreement with the State of Alaska that 

resolved market concerns, Hilcorp took 

possession of the gas production and 

delivery assets it had purchased from 

Marathon and other companies.  Hilcorp 

soon reached agreements with Chugach 

and many other area utilities to fill 

gaps in supply contracts.  We secured 

a contract with Hilcorp that will ensure 

Chugach’s gas supply needs are met 

through March of 2018, at prices con-

sistent with the settlement agreement.  

The RCA approved the contract in 

September.  A separate Hilcorp contract 

secured gas to support economy energy 

sales to Fairbanks-based Golden Valley 

Electric Association.

We have a major new tool to help us 

manage our natural gas supply.  2013 

was the first full year of operations for 

the utility gas storage facility known as 

CINGSA (Cook Inlet Natural Gas Storage 

Alaska).  Chugach’s share of CINGSA 

provides us a means to take gas at flat 

production rates and park it for use 

during peak times.  CINGSA has allowed 

Chugach to avoid paying premium prices 

for swing and peaking gas.

Chugach and its bargaining units came 

to agreement on new, multi-year labor 

contracts in 2013.  The agreements fairly 

recognized the value of a trained labor 

force with appropriate wage and benefit 

increases.

Late in the year Fitch Ratings upgraded 

Chugach’s financial rating to “A” from 

its previous “A-“.  It also provided an 

outlook of “Stable” for Chugach. The 

upgrade can lead to lower borrowing 

costs for future financings.  Fitch cited 

four primary factors that contributed to 

the upgrade:

• Increased clarity of Chugach’s future 

business performance 

• Consistently stable financial results 

• A reduced capital spending program 

• Constructive regulatory treatment 

by the Regulatory Commission of 

Alaska 

We have a slate of planned and pro-

posed projects that will keep us busy in 

the coming years.  Some would greatly 

increase renewables in our generation 

portfolio. We’re in the midst of con-

struction of the Stetson Creek diversion 

project at our Cooper Lake Hydroelec-

tric Project.  We remain in discussions 

with the Alaska Energy Authority about 

a similar project to divert Battle Creek 

into the Bradley Lake Hydroelectric Proj-

ect reservoir.  AEA continues its efforts 

to complete the studies to support an 

application for the Susitna-Watana hydro 

project.  Chugach is planning to test the 

ability of a combination of a battery and 

flywheel to help regulate wind power.  

And in 2014, we’ll begin a multi-year 

project to add Advanced Metering Infra-

structure to the Chugach system.  It’s a 

dynamic business, and I’m proud of the 

employees working to improve service to 

our members.

Bradley Evans 
CEO

CEO report
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Janet Reiser 
Board Chair

Janet Reiser is the Director of Business 

and Resource Development for The Aleut 

Corporation. She was elected to the 

board in 2008, and re-elected in 2011. 

She is currently the Chair of the Board 

and serves on the Governance, Oper-

ations, Audit and Finance Committees. 

She is currently the Vice Chair of Alaska 

Railbelt Cooperative Transmission and 

Electric Company. She is a National Rural 

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 Commit-

tee and is a member 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. He is serving as the 

Secretary of the Board and is a member 

on the Governance and Operations Com-

mittee.  He is a National Rural Electric 

Cooperative Association Credentialed 

Cooperative Director.

Dave Gillespie 
Director

Dave Gillespie is the CEO of the Aleut 

Corporation. Dave received his MBA 

from Rensselaer Polytechnic Institute, 

Hartford, Connecticut and his BSME 

from the Worcester Polytechnic Institute, 

Worcester, Massachusetts. His background 

includes president and chief executive 

officer for DAG Associates, LLC; presi-

dent and chief executive officer of New 

Generation Biofuels Holding, Inc.; and 

vice president of business development 

and asset management of Duke Energy 

Corporation.  He currently serves on the 

Governance and Operations Committee.

Sisi Cooper
Treasurer

Sisi Cooper is a project engineer with 

Doyon Emerald, LLC.  She specializes 

in process safety and risk management, 

energy-sector project man-

agement, and process/facility 

engineering and design. She 

is a former small business 

owner of North Ridge Home 

Inspections, LLC where she 

was the principal inspec-

tor.  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 the Vice Chair for 

the Operations Committee.  She has a 

Bachelor of Science degree in industri-

al engineering.  She is a National Rural 

Electric Cooperative Association Creden-

tialed 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. He cur-

rently serves as the Vice Chair for the 

Audit and Finance Committee, a member 

on the Governance Committee and is 

the CFC Voting Delegate.  He is a Na-

tional Rural Electric Cooperative Associa-

tion Credentialed Cooperative Director.

Jim Nordlund 
Director

Jim Nordlund is Alaska State Director 

of USDA-Rural Development, as well as 

the owner of Nordlund Carpentry, LLC. 

He was elected to the board in 2006 

and re-elected in 2009 and 2012. He 

is a former legislator and State Direc-

tor of Public Assistance. He has served 

as Chairman of the Board and currently 

serves as Chair of the Operations Com-

mittee and is a member of the Audit 

and Finance Committee.  He is a Nation-

al Rural Electric 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, David Gillespie, and Jim 
Nordlund.
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Chugach’s 2013 margins (a cooperative’s 

bottom line or revenues in excess of 

current costs) totaled $10.5 million.  Our 

Margins-for-Interest ratio was 1.43, well 

above our indenture metric of 1.10.  

Our Equity-to-Total-Capitalization ratio 

required to be kept at or above 22 per-

cent, was 26.1 percent.

Total energy sales to retail, whole-

sale and economy customers were 

2,815,679 megawatt-hours compared to 

2,606,723 in 2012.  While sales to retail 

and wholesale customers were slight-

ly down from last year and from the 

2013 budget, economy energy sales to 

Golden Valley Electric Association were 

significantly up from 2012 and from the 

2013 budget.  Total revenue was $305.3 

million, up from $267.0 million in 2012 

and from the 2013 budget of $292.3 

million.  Variances in revenue from 2012 

and from the 2013 budget were largely 

driven by higher economy energy sales 

and an increase in fuel and purchased 

power recovered in revenue through the 

fuel and purchased power adjustment 

process.

The increased clarity of Chugach’s future 

business performance, consistently stable 

financial results, reduced capital program, 

and continued supportive regulatory 

treatment resulted in a national credit 

rating agency upgrading our corporate 

rating from “A-“ to “A”, with a “Stable” 

outlook.  Chugach’s ability to mitigate its 

reliance on natural gas by the commer-

cial operation of more efficient genera-

tion and the planning and management 

of the loss of two wholesale customers 

without a negative impact on financial 

results, also contributed to this upgrade.

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 0.23 

percent, due in part to Chugach’s ratings, 

which saved our members approximately 

$735,000 over using other available forms 

of liquidity.

Chugach continued to manage its debt, 

re-paying $24.5 million in 2013, which 

contributed to our increased equity ratio 

from a low of 23.0 percent in January of 

2012 to 26.1 percent at December 31, 

2013.

Treasurer report

Sisi Cooper 
Treasurer
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Golden Valley Electric Assoc./ML&P 
12.5%

Commercial
22.3%

Residential 
19.0%

Matanuska
Electric Assoc.

27.5%

City of Seward
2.3%

Homer Electric Assoc.
16.4%

Economy Energy 
12.5%

Retail
41.3%

Wholesale
46.2%

 b y  k i l o w a t t - h o u r s 
TOTAL:      2,815,678,613

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

Golden Valley Electric Assoc./ML&P 
12.4%

Other
1.4%

Commercial
24.9%

Residential 
25.9%

Matanuska
Electric Assoc.

21.4%

City of Seward
1.6%

Homer Electric Assoc.
12.4%

Other
1.4%

Economy Energy 
12.4%

Retail
50.8%

Wholesale
35.4%

 b y  o p e r a t i n g  r e v e n u e s 
TOTAL:      $305,308,427

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
2013

2012

2011

87% Natural Gas 

89% Natural Gas

92% Natural Gas

11% Hydro   2% Wind

10% Hydro   1% Wind

  8% Hydro

Chugach averaged 1.70 outage hours per customer in 2013, down 

significantly from the storm-driven 8.02 hours in 2012. The 5-year 

average for customer outage hours decreased to 3.34 hours in 2013, 

down from 3.52 hours in 2012.

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

81,644

82,004

82,554

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

$99.64

$93.31

$97.54

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

13    12     11 13    12     11 13    12     11 13    12     11 13    12     11

13.80

12.84

13.48

(centS/kwh)

marg inS

$5.6
$5.5

$10.5

( in  m i l l ionS)

economy 
energy kwh

90.8

235.4

351.4

( in  m i l l ionS)

wholesale kwh

1.301.341.30

( in  b i l l ionS)

expenSe S

$262.6
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( in  m i l l ionS)

retail kwh

1.17
1.18

1.16

( in  b i l l ionS)

k i lowatt-hourS 
Sold

13    12    11 13    12    11 13    12    11 13    12    11 13    12    11

2.70

2.60

2.81
( in  b i l l ionS)

total revenue

$284.7

$268.1

$312.7

( 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.

Notes to Financial Statements  December 31, 2013 and 2012

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, 2013 and 2012, 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, 2013. 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, 2013 and 2012, and the 

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

31, 2013, in conformity with U.S. generally accepted accounting principles.  

 

 
 

March 20, 2014  

Anchorage, Alaska  
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Financial statements

   Chugach Electric Association, Inc.

Notes to Financial Statements  December 31, 2013 and 2012
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December 31, 2013 and 2012    Notes to Financial Statements
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Financial statements

   Chugach Electric Association, Inc.

Notes to Financial Statements  December 31, 2013 and 2012
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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.  

After 22 months of construction, the 

Southcentral Power Project came under 

utility control shortly before midnight 

on Jan. 31.   Chugach accepted “care, 

custody and control” from SNC-Lavalin 

Constructors, the contractor hired to 

build the new power plant for Chugach 

and Municipal Light & Power.   The util-

ities share both the costs and output of 

the 200.2-megawatt project, 70 percent 

Chugach and 30 percent ML&P.   Under 

the terms of an agreement between the 

two utilities, Chugach will operate and 

dispatch the power from SPP on behalf 

of the joint owners.  SPP came in sever-

al months ahead of schedule and about 

$10 million under its $369 million budget.  

A grand opening ceremony – attended 

by more than 200 community leaders 

and others – was held in May.

Built on available land at Chugach’s head-

quarters complex, SPP is a very efficient 

gas-fired power plant.  It contains three 

natural gas-fired turbines and one steam 

turbine, each coupled with a generator.  

While the 48-Mw gas turbines-generators 

are capable of running independently, the 

plant operates in combined-cycle mode 

most of the time.  In combined-cycle, 

the 800-degree hot exhaust of the gas 

turbines is used to make steam which 

powers the 39-Mw steam turbine-gener-

ator.  By the end of the year SPP had 

saved Chugach members more than $20 

million in avoided fuel purchases.

Construction began on the Stetson Creek 

diversion at the Cooper Lake Hydroelec-

tric Project.  The diversion project is a 

requirement of the new 50-year oper-

ating license for the plant that Chugach 

received from the Federal Energy Regu-

latory Commission (FERC) in 2007.  The 

diversion will replace much of the cold 

water inflow of Stetson Creek into the 

Cooper Creek drainage with warmer 

water from the Cooper Lake reservoir 

to provide warmer water for fish habitat.  

The project includes the construction of 

a small diversion structure on Stetson 

Creek, two miles of buried pipeline to 

the reservoir and the works necessary 

to release water from the lake.  Con-

struction is scheduled to be completed 

in 2014.

Chugach also completed the periodic 

inspection of its Cooper Lake Hydroelec-

tric Project required by FERC regulations.  

The “12D” inspection – typically done ev-

ery five years – requires an independent 

consultant to identify actual or potential 

deficiencies that might endanger public 

safety.  No significant problems were 

found.

As the year drew to a close, power 

control and communications made modi-

fications to the SCADA system in prepa-

ration for Homer Electric Association 

terminating its wholesale power contract.

A diversion structure and two miles of buried 36-

inch diameter polyethelene pipeline were installed 

in 2013 to carry water from Stetson Creek into the 

Cooper Lake reservoir.  Infrastructure to allow the 

release of warmer water from the reservoir into 

Cooper Creek will be constructed in 2014.

Chugach completed annual inspections of the three 

gas turbines at its International plant, as well as 

Unit No. 5 at the Beluga Power Plant.

Chugach continued a multi-year project to replace 

its microwave radios with new units with enhanced 

communications capabilities.

Chugach took its first full year of energy from the 

Fire Island Wind Project in 2013, using its hydro 

resources to manage wind variability. the project 

had a 29 percent capacity factor, producing 49,525 

megawatt-hours of energy.
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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.    

Chugach rebuilt a 15-mile section of 

transmission line up and through Tur-

nagain Pass. The 50-year-old line was 

originally constructed to link Chugach’s 

Cooper Lake Hydroelectric Project near 

Cooper landing with customers in the 

Anchorage area.  Over time the line has 

taken on greater importance.  For more 

than 20 years it has provided the only 

path to move electricity from the State-

owned Bradley Lake Hydroelectric Project 

to utilities and their customers north of 

the Kenai Peninsula.  Currently energized 

at 115,000 volts, Chugach rebuilt the 

section of line to 230-kv standards in 

anticipation of a future upgrade of the 

line, consistent with the Alaska Energy 

Authority’s long-range goal for the Rail-

belt transmission backbone.  

Chugach also upgraded the nearby Hope 

Substation, adding new 230-kv switch-

es and automated switching capabili-

ties.  The substation, fed by the 115-kv 

transmission line between Anchorage and 

the Kenai Peninsula, provides distribu-

tion service to members in the Hope 

and Sunrise areas.  With the upgrade, it 

now has the added benefit of being a 

switching point to isolate faults, reduce 

the impact of transmission line outag-

es, speed troubleshooting and improve 

the overall reliability of a key piece of 

regional infrastructure.  The $2.2 million 

project was paid for by a combination of 

Chugach funds and State grants.

Chugach completed a series of projects 

along the 17.7-miles of radial distribution 

line that serves customers in Sunrise 

and Hope.  Long the source of outage 

problems and associated costs, Chugach 

has been working steadily over the past 

decade to tackle problems identified in 

a detailed study of the line.  The 2013 

projects included rebuilding about 4.5 

miles of the line (moving it closer to 

the road) and projects to either raise or 

bury sections of the line across a pair 

of avalanche chutes.  The projects were 

paid for by a combination of funds from 

the Hazard Mitigation Grant Program and 

Chugach.

Distribution line projects across the An-

chorage Bowl included cable injections, 

cable replacements and overhead-to-un-

derground conversions.  A dozen injec-

tion projects extended the life of existing 

underground cable in different neighbor-

hoods.  Thirteen replacement projects 

installed new underground cable in areas 

where injection could not compensate 

for the deterioration of the old facilities.  

In compliance with a Municipal ordinance, 

several overhead-to-underground con-

versions were done or initiated.  Seven 

conversion projects were completed in 

2013, with large projects along Tudor 

Road and Victor Road underway at year 

end.  One completed project converted 

a short section of overhead line that was 

the source of an extended outage for a 

largely underground service area in and 

around the Kempton Hills neighborhood 

after a 100-mph windstorm in September 

2012.  Similar projects have been identi-

fied for future years.

After being battered by unusual win-

ter storms, strong winds and flooding 

in recent years, the Chugach system 

saw few out-of-the-ordinary storms in 

2013.  Operations crews were busy with 

transmission and distribution maintenance 

projects, some of which were carryover 

permanent repairs of damages done by 

the unusually difficult weather events in 

September 2012.

A $15 million grant from the Legislature, admin-

istered by the Alaska Energy Authority, paid for a 

Chugach project that rebuilt 15 miles of transmis-

sion line up and through Ternagain Pass.

A portion of a 138-kv transmission line was 

relocated to make room for an upgrade of Dowling 

Road between the Old Seward Highway and C 

Street.

A new substation transformer was installed at the 

Turnagain Substation to replace one nearing the 

end of its useful life.
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The Finance and Administration Division 

is responsible for Chugach’s Accounting 

and Finance, Information Services and 

Administrative Services departments.  

In 2013 the Accounting and Finance 

department actively managed fixed asset 

conversions, and compliance with re-

quirements of the Securities and Ex-

change Commission and Chugach’s 

indenture and debt agreements.  Staff 

handled the receipt and management of 

more than $25 million in federal and 

state grant payments.  In addition, the 

department supported the accounting 

requirements that resulted from the joint 

ownership of the Southcentral Power 

Project with Municipal Light & Power.  

The Accounting and Finance department 

also finalized a system to close out work 

orders, which will streamline and auto-

mate processes to increase efficiency and 

internal control measures.

The year concluded with an upgrade 

from a national credit rating agency.  

Fitch Ratings upgraded Chugach’s finan-

cial rating to “A” from its previous “A-“ 

and  provided an outlook of “Stable” for 

Chugach. Fitch noted the rating is on 

implied obligations, since the more than 

$500 million in existing Chugach debt is 

secured by privately held, first mortgage 

bonds.

Information Services supports the tech-

nical needs of a wide variety of sys-

tems that enable efficient performance 

of Chugach’s business processes. Major 

accomplishments in 2013 included sys-

tem upgrades for enterprise document 

management, substation and operations 

work management, engineering design, 

Geographic Information System, and 

data backup and recovery.  Additionally, 

software was developed and deployed 

for managing Engineering’s construction 

projects and improving outage manage-

ment.  The Information Services depart-

ment also installed and configured a new 

core switch.

Administrative Services is responsible for 

Chugach’s purchasing, contracting, facilities 

maintenance and security.  Administra-

tive Services procurement of goods and 

services for 2013 totaled $272.6 mil-

lion. Of that, $157.3 million (58 percent 

of the total expenditure) was for fuel 

to produce power and $20 million (7 

percent) was for SPP construction.  Of 

the remaining $95.2 million, Chugach 

spent $68.6 million in Alaska, with $55.2 

million of that being spent within the 

local Anchorage economy.  Goods and 

services included materials and supplies 

for routine and major operations and 

maintenance, capital projects, utilities and 

professional services.

Administrative Services also completed a 

variety of facilities and security projects 

which included replacing the security 

access system, fence refurbishment at 

the International Substation, remodeling 

projects for Operations and Member 

Services, and other maintenance and 

replacement projects located at the 

headquarters building. 

Finance & Administration

USA/Other
$26.6
10% Alaska

$13.4
5%

Anchorage
$55.2
20%

SPP
$20.0

7%

Fuel
$157.3

58%

Procurement of Goods and Services
($ Millions)

The remodeling of the service center that Ad-

ministrative Services began in 2013 included the 

addition of new, variable-height work stations.

The new core switch installed and configured by 

Information Services is the heart of Chugach’s 

computing network.
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Member & Employee Services
Member and Employee Services has 

the responsibility for Chugach’s human 

resources, safety and Member Services 

functions.

At the end of 2013, Chugach had a 

total of 324 employees; 311 were 

regular employees and 13 were tem-

porary.  Approximately two-thirds of 

Chugach employees are represented by a 

labor union.  Most represented employ-

ees work under one of three contracts 

between Chugach and the Internation-

al Brotherhood of Electrical Workers, 

with a small group at the Beluga camp 

covered by an agreement with UNITE 

HERE (an expanded union that includes 

Chugach employees formerly members 

of the Hotel Employees and Restaurant 

Employees).  In mid-2013, Chugach came 

to agreement with its various bargaining 

units on new contracts that expire in 

2016 and 2017.

Chugach maintained a focus on working 

safely.  Multiple training courses were 

held on a wide range of topics. The lost 

work day recordable incident rate for 

the year was 2.18.

For Member Services, 2013 was the 

first full year of operation with its new 

customer information system.  The CIS 

provides member service representatives 

faster and broader access to informa-

tion to enhance their interactions with 

members, as well as improved summary 

reporting.  

Chugach continued efforts to improve 

service and streamline business process-

es.  The Auto Pay by Checking pro-

gram showed strong growth once again.  

Participation grew by 4 percent in 2013, 

with more than 20,400 accounts enrolled 

by the end of the year.  The growth 

rate was even better for Paperless Billing.  

Enrollment in that program grew by 15 

percent, with more than 9,600 accounts 

signed up by year’s end.  For credit 

notices, Chugach sought and received 

regulatory approval to use phone calls 

delivered by the Interactive Voice Re-

sponse (IVR) system in lieu of having 

meter readers hang up to 2,000 door 

tags each month.

Member Services followed up on les-

sons-learned from the series of damaging 

windstorms that hit Southcentral Alaska 

in September 2012.  The department 

improved its outage communication 

abilities and increased its call-handling 

capacity for any given emergency event 

by contracting for disaster response care 

call center services.  The service will 

back up and augment existing Chugach 

phone call answering capabilities 24/7.  

When activated, call center agents use 

Chugach’s outage reporting system to 

enter trouble tickets.

Chugach maintained an active and innova-

tive energy efficiency and conservation 

program throughout the year.   With 

funding from an Alaska Energy Authority 

grant, Chugach launched the MyPow-

er program and OPower App to help 

members track their energy usage and 

compare it with friends and neighbors.  

In addition to print and web-based 

communications, Chugach participated in 

group and community events to promote 

efficiency and conservation.

Working safely is a priority at Chugach. Member Services worked with the Election Commit-

tee and contractor for the 2013 election, and also 

registered members at the annual meeting.

Chugach continued its business partnership with 

the Anchorage School District.  Chugach made 

presentations on energy efficiency topics to more 

than 1,300 students throughout its service territory 

in 2013, including co-sponsoring the “Energy Hog” 

program.
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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.

A new gas contract was negotiated 

with Hilcorp Alaska, LLC, resulting in 

Chugach’s gas supply needs being met 

through March 2018.  Chugach also en-

tered into a new gas contract with Cook 

Inlet Energy to purchase supplemental 

gas.  Chugach will continue to seek 

long-term fuel supplies.

Regarding renewable energy, 2013 was 

the first full year of wind energy gener-

ated by the Fire Island Wind Project and 

Chugach continued to develop solutions 

to integrate and regulate this intermittent 

energy resource.  In April 2013 Chugach 

published a request for proposals for 

renewable and zero carbon resourc-

es.  Chugach also supported the State’s 

efforts to advance the Watana hydro-

electric project and a diversion of Battle 

Creek into Bradley Lake for increased 

hydroelectric production.  Chugach’s 

Stetson Creek diversion will increase the 

energy produced by Chugach’s Cooper 

Lake Hydroelectric Project.  

Chugach was very successful applying 

for funding to support renewable ener-

gy projects. The Alaska Energy Authority 

recommended that in 2014 Chugach be 

awarded a renewable energy grant of 

$1,760,019 for Stetson Creek construc-

tion and an emerging energy technol-

ogy fund grant of $720,000 for a pilot 

project to develop a multi-stage energy 

storage system to help manage the inter-

mittent wind energy from Fire Island. 

Chugach’s wholesale power sales con-

tract with Homer Electric Association 

ended on Dec. 31, 2013 and the whole-

sale contract with Matanuska Electric 

Association will end on Dec. 31, 2014.  

Chugach will continue to work on issues 

associated with this transition. 

A fast-evolving area for Chugach and the 

Railbelt involves reliability standards and 

operating parameters for the transmission 

system.  This has become a critical issue 

as more utilities are separately respon-

sible for the operation of the common 

Railbelt transmission system.  Chugach is 

leading the efforts to develop the rules 

of the road for regional transmission 

planning and operations and to educate 

stakeholders.  Chugach is at the fore-

front of an effort to develop an inde-

pendent system operator (ISO) for the 

Railbelt.  The ISO structure will facilitate 

implementation of these rules of the 

road and transmission development. 

During the 2013 legislative session, 

Chugach led the successful effort that 

changed the co-op statute to permit 

4-year terms for directors and the Alaska 

Energy Authority received $95 million for 

the Watana hydroelectric project. 

Chugach’s regulatory affairs department 

was extremely active before the Regula-

tory Commission of Alaska in 2013.  A 

rate case was concluded during 2013 

that was primarily driven by the need 

to recover costs associated with bring-

ing the Southcentral Power Project 

into service. This rate case also includ-

ed transmission wheeling and ancillary 

services tariffs which are necessary to 

recover the costs of providing generation 

and transmission services to neighboring 

utilities that use the Chugach system.  A 

second rate case was filed in late 2013 

to adjust rates for the termination of 

Homer Electric Association as a whole-

sale customer by redistributing fixed 

costs previously paid for by HEA to re-

maining customers. The regulatory affairs 

department also made filings to recover 

fuel and purchased power costs, adjust 

fees and actively participated in rulemak-

ing proceedings.

Chugach secured new gas supplies in 2013 after 

years of concern about declining production from 

Cook Inlet wells.

Chugach executed a gas purchase contract and a 

power sales agreement for economy energy to Gold-

en Valley Electric Association for a two-year period 

beginning April 1, 2013.

Rate adjustments to recover costs associated with 

the Southcentral Power Project and benefits from 

its fuel efficiency were put in place in 2013.
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Generation resources
Chugach uses various generation resources to ensure reliable, affordable power. At the end of December 2013, 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, from Homer Electric Association’s gas-fired 

units at Nikiski and Bernice Lake and from the Fire Island wind project. In 2013, 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

SPP
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Chugach power f lows to near ly 

three- fourths of Alaska ’s populat ion . 

Chugach serves 82,554 reta i l serv ice 

locat ions in an area extending from 

Anchorage to the northern Kena i Peninsu la , 

and from Whit t ier on Pr ince Wi l l i am Sound to 

Tyonek on the west s ide of Cook In let inc lud ing 

F i re Is land. Through 2013, Chugach prov ided power 

for Alaskans from Homer to Fa i rbanks through 

wholesa le and economy energy sa les to Homer 

E lectr ic Assoc ia t ion , the Ci ty of Seward, Matanuska 

E lectr ic Assoc ia t ion and Golden Va l ley E lectr ic 

Assoc ia t ion . On occas ion, Chugach se l l s to , or buys 

energy from, Munic ipa l L ight & Power .

On December 31, Chugach had 602.7 megawatts 

of generat ion capac i ty at Chugach-owned fac i l i t ies , 

which inc luded Chugach ’s share of the jo int ly owned 

Southcentra l Power Project and Eklutna Power P lant . 

Chugach operated 2,229 mi les of energ ized l ine . 

Chugach had 539 mi les of transmiss ion l ine , which 

inc luded 128 mi les of leased transmiss ion l ines . 

Chugach has 909 mi les of overhead dis tr ibut ion l ine 

and 781 mi les of underground dis tr ibut ion l ine .

Chugach set i ts 2013 system peak load on Dec. 17, 

when demand hi t 458 megawatts in the hour ending 

at 7 p.m. The temperature at the t ime at Chugach 

headquarters was minus 1 degree Fahrenhei t . Power 

sa les for the year tota led 2.8 bi l l ion ki lowatt-hours . 


