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Guiding	Principles

Cooperative	Members
Rates	will	not	increase	to	pay	for	this	transaction

Employees
No	layoffs;	right	size	through	attrition

Community
Provides	revenue	to	the	Municipality	of	Anchorage	for	

critical	services	to	the	community
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Chugach	and	ML&P:	at	a	Glance

531.2
megawatts	of	

installed	
generation

434
miles	of	

transmission	
line

42
substations

823
miles	of	

underground	
distribution	

line

83,855
service	
locations

Chugach 896
miles	of	overhead	
distribution	line

444.3
megawatts	of	

installed	
generation

50
miles	of	

transmission	
line

23
substations

253
miles	of	

underground	
distribution	

line

31,081
service	
locations

ML&P 118
miles	of	overhead	
distribution	line
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Anchorage	Electric	Service
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Both	utilities	are	regulated	by	the	Regulatory	Commission	of	
Alaska	(RCA)

Electric	service	provider	based	on	location	of	home	or	business	

Chugach	will	remain	regulated	by	the	RCA

The	consumer	is	protected

Chugach	and	ML&P	don’t	compete.	Each	company	is	a	
regulated	utility	defined	by	service	area



Renewable	
Generation

Advances	in	
Distributed	
Generation	

Timing	is	Favorable

Grid	
Modernization	

(AMI)

Improvements	
in	Battery	

Technologies

Energy	
Efficiency

Flat	or	
Declining	
Loads
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Low	Interest	
Rates



Acquisition	Components	

6

Value	of	Acquisition
$1,024,300,000	

Acquisition	
Payments
$170M

Payment	in	Lieu			
of	Taxes
$142M

Upfront	
Payment
$712M



Cost	of	Capital:		Chugach	vs.	ML&P
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Company Capital	
Component

Capital
Structure

Cost	in	
Rates WACC

Rate Base	
vs

TIER	($m)

Requirement	
($m)

ML&P
Debt 64.6% 3.93% 2.54%
Equity 35.4% 13.00% 4.61%

Weighted Average	Cost	of	Capital 7.15% $694 $50

Chugach
(on	acquisition	
purchase	price)

Debt 100% 5.00% 5.00%
Equity 0.35 TIER 1.75%

Weighted Average	Cost	of	Capital 6.75% $722 $49
Difference ($1)



Acquisition	Components	
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Payment	in	
Lieu	of	Taxes

Incremental
cost	of	acquisition

20%

Costs	currently	built	
into	rates

80%

Upfront	
Payment MOA

Payments	

Incremental	Cost	of	Acquisition	<	$200m	

Defeasance



Total	Savings	>	Incremental	Cost	of	Acquisition

Leads	to	Lower	Long-term	Rates

Less	than

$200m

Savings	vs.	Cost
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$280m	- $390m

Total	Savings Incremental	Cost	of	
Acquisition



§ Financing	costs
§ Generation	resource	management
§ Fuel	efficiencies
§ Fire	Island	wind	curtailment

Overhead	Savings

Where	do	savings	come	from?
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Other	Savings

Typical	O&M	Expense	Savings	Realized:		8%	to	12%
(adjacent	service	territory	savings	of	15%	to	20%)

§ Attrition
§ Single	headquarters	building
§ Single	dispatch	center
§ Streamlined	processes
§ Beluga	River	Unit	mgt.

§ Financial	&	accounting	software
§ Customer	information	systems
§ Dispatch	&	system	communications
§ Advanced	metering	infrastructure

Technology	Savings



Financial	Strength
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Strong	
Liquidity

Supportive	Regulatory	
Environment

25	Years	Experience	in	Capital	Markets

Credit	Profile	Tested	and	Accepted	in	the	Market

Solid	and	Consistent	
Financial	Metrics

2011/2012	Financing	Success	-- $525	Million

Solid	Security	Structure

Long-Term	Credit	Ratings:

Financing	Experience:
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Standard	&	Poor's	
“A”

Fitch	Rating	
“A”

Credit	Strengths:



Consolidation	Benefits
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ü Lower	long-term	electric	rates
ü No	property	tax	increases
ü No	layoffs	at	either	utility
ü Member-owned	cooperative
ü Greater	efficiency	=	lower	costs
ü Good	for	the	economy
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Questions?


