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Section 2 — Financial Information

Item 2.01 Completion of Acquisition or Disposition of Assets

On October 30, 2020, Chugach closed on the previously reported transaction contemplated by
the Asset Purchase Agreement (“APA”) and acquired substantially all of the assets of Municipal
Light & Power (“ML&P”) from the Municipality Of Anchorage, Alaska (“MOA”™).

The audited consolidated financial statements (and accompanying notes) of ML&P as of
December 31, 2019, 2018 and 2017, are included in this Amendment No. 1 on Form 8-K/A
(“Amendment”) as Exhibits 99.1, 99.2, and 99.3, and incorporated herein by reference.

The unaudited consolidated financial statements (and accompanying notes) of ML&P as of
September 30, 2020, are included in this Amendment as Exhibit 99.4 and incorporated herein by
reference.

The unaudited pro forma condensed consolidated financial statements for the nine months ended
September 30, 2020, giving pro forma effect to the Business Combination are included in this
Amendment as Exhibit 99.5 and incorporated herein by reference.

Item 9.01 Financial Statements and Exhibits.

Exhibit No. Description

99.1 Financial Statements, Required Supplementary Information and Other
Information of Municipal Light & Power as of December 31,2019 and 2018

99.2 Financial Statements, Required Supplementary Information and Other
Information of Municipal Light & Power as of December 31, 2018 and 2017

99.3 Financial Statements, Required Supplementary Information and Other
Information of Municipal Light & Power as of December 31, 2017 and 2016

99.4 Monthly Business Report of Municipal Light & Power as of September 30,
2020
99.5 Unaudited Condensed Consolidated Pro Forma Financial Statements of the

Registrant as of September 30, 2020
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MUNICIPALITY OF ANCHORAGE, ALASKA
ELECTRIC UTILITY FUND

Notes to Financial Statements
December 31, 2017 and 2016

Measurement Period June 30, Measurement Period June 30,

2017 2016
Deferred Deferred Deferred Deferred

Outflows of Inflows of Outflows of Inflows of

Resources Resources Resources Resources
Difference between expected and actual experience S - S (206,881) S 1,388 S (168,242)
Changes in assumptions . 69,615 =
Net difference between projected and actual earnings on pension plan investr 356,477 - 1,483,621
Changes in proportion and differences between Utillity contributions and
proportionate share of contributions 130,754 (796,532) 1,338,972
Utility contributions subsequent to the measurement date 636,903 - 454,696
Total Deferred Outflows and Deferred Inflows Related to Pensions S 1,124,134 (1,003,413) S 3,348,292 §  (168,242)

The Utility recorded $1,124,134 and $1,003,413 at December 31, 2017 and $3,348,292 and
$168,242 at December 31, 2016 as deferred outflows and deferred inflows of resources related

to pensions, respectively.

The $636,903 reported by the Utility in 2017 as deferred outflows of resources related to
pensions resulting from contributions subsequent to the measurement date will be recognized
as a reduction in the net pension liability in the year ended December 31, 2018. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Net Amortization of
Deferred Outlows and
Deferred Inflows of

Year ending December 31, Resources

2018 $ (771,032)
2019 285,277
2020 128,065
2021 (158,492)
Total Amortization S (516,182)

The total pension liability for the measurement period ended June 30, 2017 was determined by
an actuarial valuation as of June 30, 2016, using the following actuarial assumptions, applied to
all periods included in the measurement, and rolled forward to the measurement date of June
30, 2017. The total pension liability for the measurement period ended June 30, 2016 was
determined by an actuarial valuation as of June 30, 2015, using the following actuarial
assumptions, applied to all periods included in the measurement, and rolled forward to the
measurement date of June 30, 2016. The actuarial assumptions used in the June 30, 2016
actuarial valuation (latest available) were based on the results of an actuarial experience study
for the period from July 1, 2009 to June 30, 2013, resulting in changes in actuarial assumptions
adopted by the ARM Board to better reflect expected future experience. There were no changes
in actuarial assumptions from 2016 to 2017.
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MUNICIPALITY OF ANCHORAGE, ALASKA
ELECTRIC UTILITY FUND

Notes to Financial Statements
December 31, 2017 and 2016

Inflation 3.12%
Graded by service, from 9.66% to 4.92% for Peace Officers fFirefighters. Graded
Salary Increases by age and senvice, from 8.55% to 4,34% for all others

8.00% net of pension plan investment expenses. This is based on an average
Investment Return / Discount Rate  inflation rate of 3.12% and real rate of return of over 4.88%.

Based upon 2010-2013 actual mortality experience, 60% of male and 65% of

female of post-termination mortality rates. Deaths are assumed to be

occupational 70% of the time for Peace Officers/Firefighters, 50% of the time

Mortality (Pre-termination) for Others
96% of all rates of the RP-2000 table, 2000 Base Year projected to 2018 with
Mortality (Post-termination) Projection Scale BB.

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return
by weighting the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation. The best estimates of arithmetic real rates of return for each
major asset class are summarized in the following table (note that the rates shown below exclude
the inflation component. Those estimates for years ending December 31, 2017 and 2016 are as
follows:

December 31, 2017

Long-term Expected

Asset Class Real Rate of Return

Domestic equity 8.83%
Global ex-U.S. equity 7.79%
Intermediate treasuries 1.29%
Opportunistic 4.76%
Real assets 4.94%
Absolute return 4.76%
Private equity 12.02%
Cash equivalents 0.63%

December 31, 2016
Long-term Expected

Asset Class Real Rate of Return

Domestic equity 5.35%
Global equity (non-US) 5.55%
Private equity 6.25%
Fixed income composite 0.80%
Real estate 3.65%
Alternative equity 4.70%

Discount Rate
The discount rate used to measure the total pension liability was 8 percent in 2017 and 2016.
The projection of cash flows used to determine the discount rate assumed that Employer and
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MUNICIPALITY OF ANCHORAGE, ALASKA
ELECTRIC UTILITY FUND

Notes to Financial Statements
December 31, 2017 and 2016

State contributions will continue to follow the current funding policy which meets State
statutes. Based on those assumptions, the pension plan’s fiduciary net position was projected
to be available to make all projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on pension plan investments was applied to
all periods of projected benefit payments to determine the total pension liability.

Discount Rate Sensitivity

The following presents the Utility’s proportionate share of the net pension liability calculated
using the discount rate of 8 percent, as well as what the Utility’s proportionate share of the net
pension liability would be if it were calculated using a discount rate that is 1-percentage-point
lower (7 percent) or 1-percentage-point higher (9 percent) than the current rate:

December 31, 2017

Current
Proportional 1% Decrease Discount Rate 1% Increase
Share (7.00%) (8.00%) (9.00%)
Utility's proportionate share of the
net pension liability 0.23737% S 16,118,950 § 12,270,893 $ 9,021,357
December 31, 2016
Current

Proportion 1% Decrease Discount Rate 1% Increase
alShare (7.00%) (8.00%) (9.00%)

Utility's proportionate share of
the net pension liability 0.27003% $ 19,439,564 $15,093,423 § 11,427,653

Pension Plan Fiduciary Net Position
Detailed information about the pension plan’s fiduciary net position is available in the separately
issued PERS financial report.

State of Alaska Public Employees’ Retirement System Defined Contribution Plan (PERS IV)

Plan Information

The Municipality participates in the Alaska Public Employees’ Retirement System (PERS IV or
Plan). PERS IV is a Defined Contribution (DC) plan which covers eligible State and local
government employees, other than teachers. The Plan was established and is administered by
the State of Alaska Department of Administration. Benefit and contribution provisions are
established by State law and may be amended only by the State Legislature.

The Plan is included in a comprehensive annual financial report that includes financial
statements and other required supplemental information. That report is available via the
internet at http://doa.alaska.gov/drb/pers. Actuarial valuation reports, audited financial
statements, and other detailed plan information are also available on this website. They may
be obtained by writing to the State of Alaska, Department of Administration, Division of
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MUNICIPALITY OF ANCHORAGE, ALASKA
ELECTRIC UTILITY FUND

Notes to Financial Statements
December 31, 2017 and 2016

Retirement and Benefits, P.O. Box 110203, Juneau, Alaska, 99811 0203 or by phoning (907) 465
4460.

Plan Participation and Benefit Terms

The Plan is governed by Section 401(a) of the Internal Revenue Code. A portion of employee
wages and a matching employer contributions are made to the Plan before tax. These
contributions plus any change in value (interest, gains and losses), and minus any Plan
administrative fees or other charges, are payable to the employee or the employee’s beneficiary
at a future date. The Plan is a participant-directed plan with investment options offered by
providers that are selected by the Alaska Retirement Management (ARM) Board.

Employees first enrolling into PERS after July 1, 2006 participate in PERS IV. PERS IV is a defined
contribution retirement plan that includes a component of defined benefit post-employment
health care. ‘

Plan Contribution Requirements

The plan requires both employer and employee contributions. Employees may make additional
contributions into the plan, subject to limitations. Contribution rates are as follows:

Tier IV

11-6/30 7/ -12/31

Employee Contribution 8.00% 8.00%
Employer Contribution

Retirement 5.00% 5.00%

Health Reimbursement Arrangement 3.00% 3.00%

Retiree Medical Plan 1.18% 1.03%

Death & Disability Benefit 0.17% 0.16%

Total Employer Contribution 9.35% 9.19%

Health Reimbursement Arrangement

Alaska Statute 39.30.370 requires that the employer contribute “an amount equal to three
percent of the employer’s average annual employee compensation.” For actual remittance, this
amount is calculated as a flat rate per full time employee and a flat rate per hour for part time
employees. Prior to July 1, 2017 a flat rate of approximately $2,049 per year for full time
employees and $1.31 per part time hour worked was paid. For pay periods ending after July 1,
2017, a flat rate of approximately $2,084 per year for full time employees and $1.34 per part
time hour worked were paid.

For the year ended December 31, 2017, the Municipality contributed $4,467,018 to PERS IV for
retirement and retiree medical, and $2,288,200 to PERS IV for Health Reimbursement
Arrangement on-behalf of its employees. Employee contributions to the plan totaled
$7,160,037.

For the year ended December 31, 2016, the Municipality contributed $3,882,883 to PERS IV for
retirement and retiree medical, and $2,021,451 to PERS IV for Health Reimbursement
Arrangement on-behalf of its employees. Employee contributions to the plan totaled
$6,212,200.
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MUNICIPALITY OF ANCHORAGE, ALASKA
ELECTRIC UTILITY FUND

Notes to Financial Statements
December 31, 2017 and 2016

(8) Commitments and Contingencies

The Utility, in the normal course of its activities, is involved in various claims and pending litigation.
In the opinion of management and the Municipality’s legal department, the disposition of these
matters is not expected to have a material adverse effect on the Utility’s financial statements.

(a) Environmental

Fuel/Polychlorinated Biphenyl (PCB) Contaminated Sites at Hank Nikkels Power Plant 1 and
Operations/Dispatch Center

During the 1964 earthquake, approximately 250,000-400,000 gallons of diesel fuel spilled on
the ground. Based on numerous environmental investigations, the spill impacted soil and
groundwater at the Hank Nikkels Power Plant 1 and properties west/northwest of the plant.
During the 2006-2007 subsurface investigation, in addition to diesel contamination known from
the 1964 spill, PCBs were detected in the soil.All soil disturbing activities at the site are
governed by the Risk-Based Disposal Plan (RBDP) administered by the Alaska Department of
Environmental Conservation (ADEC) and the Environmental Protection Agency (EPA).

In May 2017 The Utility conducted PCB cleanup activities at the plant and paved the surface of
the cleanup area in accordance with the 2008 RBDP approved by EPA and ADEC. The Utility
recorded a liability for estimated cleanup costs of $760,000 at December 31, 2016. At December
31, 2017 the liability remained at $511,787. All cleanup activities were considered to be
performed and the liability was discharged during 2018.

In 2009 PCB contaminated soil was discovered near the Operations/Dispatch building during
excavation to install water lines for a fire suppression system. In 2010 and 2015 additional site
investigations were conducted to determine a horizontal and vertical extent of PCB
contamination.  Following the soil investigations the Utility performed monitoring of
groundwater at the site and in the vicinity during 2015 and 2016. Analytical results indicated
no off-site migration of PCBs. The Utility is waiting on EPA’s review of the site data and further
decisions. The cost associated with any further actions cannot be determined at this time.

Contaminated Sites Subject to Cleanup Complete or Cleanup Complete with Institutional
Controls status

In 2017, ADEC conducted a review of three contaminated sites that have a long history of
monitoring and identified two sites that qualified for cleanup complete status and one site
(Transformer Shop) that can qualify for the Cleanup Complete with Institutional Controls status
if the Utility conducts additional sampling The Utility intends to prepare a work plan and include
additional testing into the 2018 biannual groundwater monitoring. Upon receipt of analytical
results, the Utility will make a determination how to proceed with obtaining the Cleanup
Complete with Institutional Controls Status.

Compliance with Air Quality Permits

The Utility owns three turbines that are subject to hourly and annual emissions limits emission
controls for criteria pollutants, NOx and CO. In addition to maintaining continuous emission
monitoring systems (CEMS) on each turbine, the two newly installed turbines requires operation
with post-combustion emission controls.
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Notes to Financial Statements
December 31, 2017 and 2016

EPA regulations require annual third party emissions testing to assure accuracy of the CEMS.
Newly installed turbines have significant emissions reductions compared to the existing
turbines, however maintaining emissions control equipment and performing all testing required
by EPA will add to the overall environmental compliance cost. The Utility will oversee
environmental compliance and contract qualified third-party experts to perform necessary
services. Environmental permitting and compliance will continue to require a consultant’s
expertise. The cost of compliance cannot be determined at this time.

(b) Petroleum Production Tax (PPT)

For tax year 2016, the Utility estimated that its PPT liability under AS 43.55.011(e) for non-
royalty gas is zero and its liability under AS 43.44.011(i) for private royalty gas is $5,557.
Monthly installment payments from February 2016 through January 2017 totaled $5,555, an
underpayment of $2.

For tax year 2017, the Utility estimates that its PPT liability under AS 43.55.011(e) for non-
royalty gas is $604,171 and its liability under AS 43.44.011(i) for private royalty gas is $5,209.
Monthly installment payments from February 2017 through January 2018 totaled $609,380.

(c) Petroleum Production Credits

Pursuant to AS 43.55.023, the Utility applies for Alaska oil and gas tax credits from the State
of Alaska Department of Revenue (DOR). The Utility records the receipt of cash from tax credits
as a restricted investment and as a deferred inflow of resources for the benefit of customers.
During 2017, the Utility did not apply for tax credits and received cash payments of $20,294
for calendar year 2015 credits. During 2016, the Utility applied for tax credits in the amount of
$7,776,277 for calendar year 2014 and $2,473,790 for 2015. The Utility received cash payments
of $3,357,563. The amounts received by the Utility for tax credits are subject to final resolution
of DOR audits, and are not recorded until cash is received.

(d) Contractual Commitments
The Utility has purchase commitments to contractors and suppliers at December 31, 2017 of
approximately $7 million. Those commitments are for contracts, materials and services related
to construction of the Utility’s generation and distribution system assets, regulatory filings and
contracted billing services. Construction of plant assets is financed with contributions in aid of
construction and Utility equity, and operating commitments are financed with Utility revenues.

(9) Regulatory Matters

(a) Beluga River Unit Underlift Settlements

Until April 2016 the Utility owned a one-third interest in annual production of the BRU. Its
field partners at that time - CPAI and Hilcorp Alaska, LLC - each also owned a one-third interest
in BRU production. Every BRU owner has a right to take a portion of annually produced gas
proportionate to its interest.

In 2005 the Utility underlifted (i.e. took less than its interest in BRU’s annual output) and

accepted a monetary settlement from its field partners. These funds were deposited in a

Future Natural Gas Purchases Account (FGP), and the Utility recorded a deferred inflow of
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MUNICIPALITY OF ANCHORAGE, ALASKA
ELECTRIC UTILITY FUND

Notes to Financial Statements
December 31, 2017 and 2016

resources for future natural gas purchases. The balances of the Future Natural Gas Purchases
Account, as of December 31, 2017 and 2016 were $17,230,809 and $16,477,276, respectively.

In 2015 the Utility petitioned the RCA for authorization to apply 2014 underlift settlement
proceeds to reduce its GTP in effect from July 1, 2016 through June 30, 2017. The RCA
approved the Utility’s unopposed proposal in Order U-15-116(2), dated March 10, 2016.

In April 2016 the Utility purchased 70% of CPAI’s one-third interest in the BRU. The RCA
approved the Utility’s request in Order U-16-012(14), dated April 21, 2016, to utilize a closing
underlift settlement from CPAI of $13,177,726 towards financing this acquisition. See Note
9(f).

Regulatory Debits/Credits

The Utility files a COPA rate quarterly with the RCA to recover cost of power expenses not
recovered in base rates. The COPA calculation is based on the projected cost of fuel and
purchased power for the applicable quarter, the projected kilowatt hour sales for the
applicable quarter, and the over- or under- recovered balance in the cost of power clearing
account. The Utility records in the cost of power clearing account an asset with an offsetting
credit to a contra revenue account for under recovered costs or a liability and an offsetting
debit to a contra revenue account for over recovered costs. The Utility over-recovered as of
December 31, 2017 in the amount of $4,589,934 and under-recovered as of December 31, 2016
in the amount of $1,358,355.

Prior to October 24, 2017, the Utility annually set the GTP with its third quarter COPA filings.
(See Note 8 (g) for the new schedule in filing the GTP.) Through the GTP, the Utility recovers
the Gas Fund’s annual revenue requirement associated with the Utility’s ownership interest in
the BRU and any over or under recovery from the prior year. The Utility records in the cost of
Gas Transfer Price Clearing Account an asset and a credit to an expense account for under-
recovered costs or a liability and debit to an expense account for over-recovered costs. The
Utility over-recovered as of December 31, 2017 and December 31, 2016 in the amounts of
$7,394,724 and $11,423,366, respectively.

Deferred Regulatory Liability for Gas Sales

Revenue from third party sales of natural gas produced at the BRU is excluded from the GTP
calculation. These funds, net of royalties and the ARO surcharge, are recorded in the Utility’s
Future BRU Construction or Natural Gas Purchases account, referred to for regulatory purposes
as the Deferred Regulatory Liability from Gas Sales (DRLGS) Account. These funds are to be
used for future BRU construction or natural gas purchases. The balances of the DRLGS account,
as of December 31, 2017 and 2016, were $25,002,529 and $20,236,871, respectively.

Asset Retirement Obligation Sinking Fund

ARO expenses associated with future abandonment of the BRU are funded through a surcharge
to the Utility’s GTP. This surcharge is deposited into a sinking fund. As of December 31, 2017
and 2016, the sinking fund account balances were $13,198,877 and $11,797,445, respectively.
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Revenue Requirement Studies

On December 30, 2016 the Utility filed a petition with the RCA, based on a 2015 test year
revenue requirement study, for interim and permanent across-the-board rate increases in
energy and demand charges in order to recover costs associated with its construction of Plant
2A. The Utility requested a 29.49% interim and refundable rate increase, based on RCA
approval of the Utility’s proposed rate stabilization plan (RSP). On February 13, 2017 the RCA
granted the Utility an interim and refundable rate increase of 37.30%, denied approval of the
Utility’s proposed RSP, and suspended the Utility’s request into Docket U-17-008 for further
investigation.

A public hearing was held on this matter that began on November 16, 2017, and continued
through December 21, 2017. The RCA issued a final order on March 23, 2018 [U-17-008(13)]
approving a 37.32% increase in the revenue requirement.

Acquisition of CPAI’s Interest in the BRU

In Order U-16-012(14), dated April 21, 2016, the RCA granted a joint petition filed by the Utility
and CEA requesting approval of a purchase and sale agreement for the acquisition of CPAI’s
one-third interest in the BRU. The total purchase price was $152 million, with the Utility
acquiring 70% of that interest for $106.4 million and CEA the remaining 30% for $45.6 million.
The Utility funded its share of the acquisition with DRLGS and Future Natural Gas Purchases
Account funds, cumulative and underlift proceeds owed to it by CPAI. This purchase gives the
Utility a total 56.67% interest in the BRU.

BRU Ratemaking and Accounting Treatment - Aggregate BRU Interest

On June 20, 2016, the Utility filed for approval from the RCA for some changes in the
ratemaking and accounting treatment applicable to the Aggregate BRU Interest. Ruling under
Docket U-16-060(12), the RCA granted in part the request on October 24, 2017. The use of rate
base/rate of return (RB/ROR) methodology to calculate the gas fund revenue requirement
beginning in 2019 was approved. The use of a system-wide weighted average cost of capital
(WACC) for calculating the gas fund revenue requirement was approved. The RCA also approved
the inclusion of depletion expense using the units of production methodology for calculating
the gas fund revenue requirement.

Because the GTP is one component of the COPA and Small Facility Power Purchase Rate (SFPPR),
several 2017 tariff advice filings were suspended and were filed under Docket U-16-073. On
October 24, 2017, these were approved and made permanent.

Bradley Lake Transmission

Homer Electric Association, Inc. (HEA) filed a rate case on November 15, 2013 requesting RCA’s
approval of postage stamp rates for Bradley Lake energy wheeled over HEA’s system. The
Utility intervened, arguing in part that the Bradley Lake Agreements govern the obligations of
Bradley Lake participants and that the RCA was statutorily precluded, under AS 42.05.431(c),
from reviewing these wheeling rates. On June 30, 2014, the RCA issued an order establishing
interim rates for wheeling Bradley Lake energy from the Soldotna to Quartz Creek
Substations. The parties appealed to the state superior court, which ruled May 27, 2015 that
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the RCA lacks jurisdiction over Bradley Lake wheeling rates. All parties appealed this decision
to the Alaska Supreme Court. The parties engaged in lengthy mediation, and filed reply briefs
with the Alaska Supreme Court. Oral arguments before the Alaska Supreme Court were heard
May 31, 2018. If the Utility is unsuccessful in court, the Utility’s wheeling rates could be
affected.

(10) Other Matters

(a)

(b)

Eklutna Hydroelectric Project

On October 2, 1997, the ownership of the Eklutna Hydroelectric Project was formally
transferred from the Alaska Power Administration, a unit of the United States Department of
Energy, to the three participating utilities: the Utility, CEA and Matanuska Electric Association
(MEA). The project is jointly owned and operated by the participating utilities and each
contributes their proportionate share for operation, maintenance, and capital improvement
costs, as well as maintenance of the transmission line between Anchorage and the hydroelectric
plant. The Utility has a 53.33% ownership interest in the project and recorded costs of
$2,300,574 and $674,165 in 2017 and 2016, respectively.

Bradley Lake Hydroelectric Project

The Utility agreed to acquire a portion of the output of the Bradley Lake Hydroelectric Project
(Project) pursuant to a Power Sales Agreement (Agreement). The Agreement specifies the
Utility acquire 25.9% of the output of the Project.

The Project went on line September 1, 1991. The Utility made payments to the Alaska Energy
Authority (AEA) of $4,669,706 in 2017 for its portion of costs, and received 95,933 megawatt
hours of power from the Project. In 2016 the Utility paid $5,101,368 and received 90,390
megawatt hours. The Utility received a budget surplus refund in the amount of $614,108 for
2017. The Utility’s estimated cost of power from the Project for 2018 is $4,961,943.

AEA issued the Power Revenue Bonds, First and Second Series in September 1989 and August
1990, respectively, for the long term financing of the construction costs of the Project. On
July 1, 2010, AEA issued $28,800,000 principal amount of Power Revenue Bonds, Sixth
Series. The Sixth Series Bonds were issued for the purpose of refunding the Power Revenue
Bonds, Fifth Series Bonds to take advantage of lower interest rates. The total amount of debt
outstanding as of December 31, 2017 is $44,359,771. The pro rata share of the debt service
costs of the Project for which the Utility is responsible, given its 25.9% share of the Project, is
$11,489,181. In the event of payment defaults by other power purchasers, the Utility’s share
could be increased by up to 25%, which would then cause the Utility’s pro rata share of Project
debt service to be a total of $14,361,476. The Utility does not now know of or anticipate any
such defaults.
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(c) Southcentral Power Project

The Utility entered into a participation agreement with CEA on August 28, 2008, to proceed
with the joint development, construction and operation of SPP. SPP went into service on
January 31, 2013. It has a capacity of 200.3 MW, of which the Utility’s proportionate share is
60.1 MW, or 30%. The Utility has recorded costs of $5,481,350 and $14,302,236 in 2017 and
2016, respectively.

(11) Subsequent Events

(12)

Sale of the Utility

On April 3, 2018, Anchorage voters approved an amendment to the Anchorage Municipal Charter
authorizing the Municipality to sell Municipal Light & Power to Chugach Electric Association, Inc. by
Municipal ordinance, to be approved no later than December 31, 2018. The Anchorage Assembly
approved the sale on December 4, 2018. Proceeds of the sale are to be used to retire Utility and
Municipal debt, replace MUSA payments and fund the MOA Trust Fund.

The Municipality and CEA are currently negotiating terms of the proposed sale and due diligence
activities are ongoing. The Utility continues to operate as usual and the proposed sale has no material
effect on ongoing operations of the Utility.

Earthquake

On November 30, 2018, Anchorage and surrounding areas experienced an earthquake of magnitude
7.0. The Utility continues to assess and repair any damages sustained by its system due to the
earthquake. When the costs associated with damage and repairs have been fully assessed, the Utility
does not expect uninsured losses to be material.

New Accounting Pronouncements

The Governmental Accounting Standards Board has passed several new accounting standards with
upcoming implementation dates. The new accounting standards were considered and determined to
be not applicable to the financial statements of the Utility for 2017 reporting.

The following standards are required to be implemented in future financial reporting periods:

e GASB 75 - Accounting and Financial Reporting for Postemployment Benefits Other than
Pensions. The provisions of this Statement are required to be implemented for the
2018 financial reporting period.

e GASB 84 - Fiduciary Activities. The provisions of this Statement are required to be
implemented for the 2019 financial reporting period.

e GASB 85 - Omnibus 2017. The provisions of this Statement are required to be
implemented for the 2018 financial reporting period.

e GASB 86 - Certain Debt Extinguishment Issues. The provisions of this Statement are
required to be implemented for the 2018 financial reporting period.
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MUNICIPALITY OF ANCHORAGE, ALASKA
ELECTRIC UTILITY FUND

Notes to Financial Statements
December 31, 2017 and 2016

GASB 87 - Leases. The provisions of this Statement are required to be implemented for
the 2020 financial reporting period.

GASB 88 - Certain Disclosures Related to Debt, including Direct Borrowings and Direct
Placements. The provisions of this statement are required to be implemented in the
2019 reporting period.

GASB 89 - Accounting for Interest Costs Incurred before the End of a Construction
Period. The provisions of this statement are required to be implemented in the 2020
reporting period.

GASB 90 - Majority Equity Interests. An Amendment to GASB Statements No. 14 and

No. 61. The provisions of this statement are required to be implemented for the 2019
financial reporting period.
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MURNICIPALITY OF ANCHORAGE, ALASKA
ELECTRIC UTILITY FUND
Required Supplementary Information

Public Employees Retirement System- Defined Benefit Pension Plan
Schedule of the Utility's Information on the Net Pension Liability

Utility's
Proportionate  Plan Fiduciary
Utility's State of Alaska’s Share of the Net Position as
Proportionate Proportionate Net Pension a Percentage
Measurement Share of the Share of the Total Utility Utility's Liability as a of the Total
Year Ended Period Ended Net Pension Net Pension Net Pension Covered percentage of Pension
December 31, June 30, Liability Liability Liability Payroll Payroll Liability
2017 2017 12,270,893 $§ 4,571,641 ¢ 16,842,534 9 6,874,310 178.50% 63.37%
2016 2016 15,093,423 1,901,832 16,995,255 7,069,090 213.51% 59.55%
2015 2015 10,494,008 2,810,753 13,304,761 6,832,003 153.60% 63.96%

See accompanying notes to Required Supplementary Information.
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MUNICIPALITY OF ANCHORAGE, ALASKA
ELECTRIC UTILITY FUND
Required Supplementary Information
Public Employees Retirement System - Defined Benefit Pension Plan
Schedule of Utility Contributions

Contributions

Utility's Proportion Relative to the Contributions
Measurement of the Contractually Contractually Contribution Utility's as a
Year Ended Period Ended Required Required Deficiency Covered Percentage of
December 31, June 30, Contribution Contribution (Excess) Payroll Covered Payroll
2017 2017 S 940,338 S 940,338 S - S 7,051,257 13.336%
2016 2016 854,217 854,217 . 7,204,870 11.856%
2015 2015 767,929 767,929 - 6,991,594 10.984%

See accompanying notes to Required Supplementary Information.
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MUNICIPALITY OF ANCHORAGE, ALASKA
ELECTRIC UTILITY FUND

Notes to Required Supplementary Information

December 31, 2017

Pension Disclosures

Public Employees Retirement System - Defined Benefit Plan

In accordance with GASB Statement No. 82, “Covered Payroll” is defined as payroll on which

contributions to the pension plan are based. Because a portion of the Municipality’s contributions to
the Plan (the DBUL) are based on Defined Contribution Wages, covered payroll reported here includes
all PERS participating wages (both Defined Benefit and Defined Contribution).

Both pension tables are intended to present 10 years of information. Additional years’ information will
be added to the schedules as it becomes available.

Schedule of Utility’s Information on the Net Pension Liability

e o @& @

This table is presented based on the Plan measurement date. For December 31, 2017, the Plan
measurement date is June 30, 2017.

There were no changes in benefit terms from the prior measurement period.

There were no changes in assumptions from the prior measurement period.

There were no changes in valuation method from the prior measurement period.

There were no changes in the allocation methodology from the prior measurement period. The
measurement period ended June 30, 2017 allocated the net pension liability based on the present
value of contributions for fiscal year 2019 through 2039, as determined by projections based on the
June 30, 2016 actuarial valuation.

Schedule of Utility Contributions

This table is based on the Utility’s contributions for each year presented. A portion of these
contributions are included in the plan measurement results, while a portion of the contributions
are reported as a deferred outflow of resources on the December 31, 2017 statement of net
position.

International Brotherhood of Electrical Workers (IBEW) Defined Benefit Pension Plan

Schedule of Utility Contributions

This table presents the Utility contributions for each of the last ten years based on calendar year
contributions.

In accordance with GASB Statement 78, “Covered Payroll” is defined as payroll on which
contributions to the pension plan are based.
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Reported
Utility's

in the
Financial

Statements

GASB Authoritative Guidance

FASB Authoritative Guidance

Asset
Obligations

Retirement

The Utility uses the Guidance
from FASB ASC Topic 980
(Formerly FASBS 143) to record
asset retirement obligations. The
implementation date for GASBS 83
Certain Asset Retirement
Obligations has been postponed
until fiscal year 2020.

FASB ASC Topic 980-410-25-2 - Many
rate-regulated entities currently
provide for costs related to the
retirement of certain long-lived
assets in their financial statements
and recover those amounts in rates
charged to their customers. Some of
those costs result from asset
retirement obligations within the
scope of subtopic 410-20; others
result from costs that are not within
the scope of the subtopic. The
amounts charged to customers for
the costs related to the retirement
of long-lived assets may differ from
the period costs for financial
reporting and rate-making purposes.
An additional recognition timing
difference may exist when the costs
related to the retirement of long-
lived assets are included in amounts
charged to customers but liabilities
are not recognized in the financial
statements. If the requirements of
this topic are met, a regulated
entity shall also recognize a
regulatory asset or liability for
differences in the timing of
recognition of the period costs
associated with asset retirement
obligations for financial reporting
pursuant to that Subtopic and rate-
making purposes.
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