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SEEN
PER HOUSEHOLD (assume two persons each) YEARLY kwh

Typical residential household bill: $80/month $1,000

- $30

8¢

ONE ISSUE:  IBEW labor negotiation SAVINGS (3%) -¼¢

If utilities were run to national norms of efficiency:  
SHOULD BE PAYING 25% LESS:  $60/month

- $250 -2¢

Residents also paying other electricity costs in the 
community: Government, schools, street lights; 
Products bought from businesses; Employer has 
less $$ to pay wages. 

- $250

NOT PART OF UTILITY BILL:  Higher cost of homes 
passed on to consumers from featherbedding and  
lack of competitive bidding on utility extensions 
(government, developers and owners). 

?

Lost community economic development stimulus 
because electric rates are higher then need be.

?

and NOT SEEN
2000 costs
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Who is Chugach Consumers?

• Grassroots group of fiscally-concerned Chugach Electric 
ratepayers that supports safe, reliable, LOW COST 
power for South Central Alaska. 

• Other concerns 
– Homer Electric and Matanuska Electric customers (Chugach is 

their wholesale supplier).
– ML&P (Chugach Electric customers are its majority owners)

• Major policy issues affect all of the utilities.  Rarely are 
they truly pitted against one another.  Not a zero sum 
game.

Downloaded from
MEA website 11/21/08



8/07 4

Who is Ray Kreig?
• Chugach Electric Association

– Board of Directors 1994-2000, 2005-6
– Board President 1995-97

• Alaska Rural Electric Cooperative Association, Board of Directors, 
Executive Committee, 1995-98

• Chugach Consumers volunteer 1992-present
– Various slots including Chairman

• Alaska resident 1970+ (Anchorage 1978+)
• President of R.A. Kreig & Associates since 1975 -- Civil engineer, 

geologist, land consultant (terrain & airphoto analysis) 
• Cornell University, M.S. & B.S. in Civil Engineering 
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BENCHMARKING AT CHUGACH 
ELECTRIC

4/94 – Ray Kreig elected to CEA board.  High salaries and costly labor
contracts at CEA were known but what was the actual effect on 
rates?  Were the high salaries buying more productivity? 

4/95 – Volunteer benchmarking done with USDA REA borrower data.
5/95 – Pro-Consumer reform board majority takes office; Ray Kreig 

president for next two years.
12/95 – Brought CEA into first UMS – NRECA benchmarking studies 

with 22 large co-ops on distribution line costs.  $1/2 million in work 
eventually done over the next three years.  These were intended to 
be disclosed to the members and serve as “Virtual Competition” but 
all are still held confidential by CEA management over ten years
later!
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DISTRIBUTION EMPLOYEE PAY AS 
PERCENT OF NATIONAL AVERAGE OF 861 

ELECTRIC CO-OPS
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ELECTRIC UTILITY SEGMENTS

3.6¢

0.9¢

2.8¢

0.9¢
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Chugach Electric 
unbundled costs 11/00GENERATION

GENERATION

3.6¢ 0.9¢
TRANSMISSION

TRANSMISSION

DISTRIBUTION

2.8¢

DISTRIBUTION

CUSTOMER SERVICE 0.9¢

CUSTOMER SERVICE

2.3¢
fuel

8.2¢ TOTAL
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DISTRIBUTION SYSTEM DIFFERENCES
OPEN RURAL SYSTEM 
LOW AVERAGE CUSTOMER LOAD
2 CUSTOMERS PER MILE OF LINE
EXAMPLE: BIG HORN RURAL ELEC. (IOWA)

COMPACT INDUSTRIAL CONCENTRATION 
VERY HIGH AVERAGE CUSTOMER LOAD
MANY FACTORIES with farms and houses
EXAMPLE:  MISSISSIPPI COUNTY ELECTRIC (ARKANSAS)

“IN BETWEEN”

12 CUSTOMERS 
PER MILE OF LINE
MATANUSKA, 
HOMER ELECTRIC

NATIONAL
AVERAGE
EXPECTED

DISTRIBUTION
MARKUP/KWH

5¢ 2.5¢

0.2¢

DENSE SURBURBAN SYSTEM
MODERATE AVERAGE CUSTOMER LOAD
50 CUSTOMERS PER MILE OF LINE
EXAMPLES: CHUGACH ELECTRIC, ML&P
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DISTRIBUTION MARKUP PER KWH VS. SERVICE AREA DENSITY
2.7 ¢ / KWH TOO HIGH

1.8 ¢ / KWH
TOO HIGH

Downloaded from
MEA website 11/21/08



8/07 10

UMS 
Presentation
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Benchmarking Follow-up at CEA
• Lots of $$ spent on detailed “benchmarking” in certain 

areas
• Refusal to do any high level “Macro” benchmarking that 

would roll up detail
• UMS reports from the 90’s remain sealed
• Refusal to use outside measures in performance reviews 

of staff or CEO (see Briefing Book TAB 10)
• Regression to crude averages and comparison to the 

wrong peer groups
– Either don’t know what they are doing or don’t care.  Neither is a 

good result for the consumer or policymaker
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General Manager performance review 
12/96

“The GM is
Requested

to prepare a
plan for 

achieving
CEA’s goal to 
be in the Top

10% in 
Economic
Efficiency”
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FATE OF CHUGACH ELECTRIC 
TOP 10% EFFICIENCY PROMISE

By 2003 board had lost focus and it had been dumbed down to this 
amorphous, unaccountable statement:   

"Through superior service, safely provide reliable and competitively priced 
energy" (Feb-March 2003 Outlet bill stuffer):

1995 reform board goal:

"To be among the top 10% of electric utilities in economic efficiency while 
maintaining national standards of reliability and safety" (1996 Chugach Electric 
Association Annual Report, p. 14)

2002 CEO Goals adopted by Chugach Board say nothing about reducing costs or 
rates. They direct the CEO to maximize revenues!! Most of the revenues come 
from consumer-members that own Chugach! This is rather discouraging to the 
consumers who are paying these "maximized revenues".
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“Virtual” Competition

September 
1996

March 1997

It was always intended that benchmarking 
results would be made public.
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CEA Benchmarking Caution #1
Use of crude averages conceals correct peer group

2.3 ¢ too high

CFC KRT Average
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REDACTED

REDACTED
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CEA Benchmarking Caution #3
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CEA Benchmarking Caution #4
2003 CEA annual meeting treasurer's report 
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CEA Benchmarking Caution #5
CEA performance pumped up by adding wholesale into retail activities

35%

17%

1%

THIS IS NOT A 
MEANINGFUL 

CHART.

MUST 
UNBUNDLE 

TO COMPARE 
APPLES TO 

APPLES!
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DISTRIBUTION MARKUP BY AVERAGE
CUSTOMER USAGE AND SYSTEM DENSITY

2.3 ¢ too high

2.5 ¢ too high

MEA 1992 - 2002
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DISTRIBUTION PERFORMANCE 
(MEA)
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CEA BLUE RIBBON PANEL
• WE BELIEVE YOUR PANEL IS THE MOST IMPORTANT 

ELECTRIC UTILITY REVIEW COMMISSION TO WORK 
THE NECESSARY REFORM ISSUES IN TWENTY 
YEARS.  

• IT’S PARAMOUNT THAT THE BUSINESS COMMUNITY 
BECOME AWARE AND STAY INVOLVED.  

• MANAGEMENT OF THESE BILLIONS OF DOLLARS OF 
PUBLICALLY OWNED CRITICAL ASSETS HAS LIMPED 
ALONG ON AUTOPILOT AND BENIGN NEGLECT FOR 
TOO LONG AND AT FAR TOO GREAT A COST.
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THANK YOU FOR YOUR SERVICE 
AND ATTENTION!

DISCUSSION - QUESTIONS
More Information:

www.ChugachConsumers.org

CHUGACH CONSUMERS
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