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To our AVEC membership,

2020 was a year like no other. The pandemic had a drastic impact on our members' lives and their livelihoods.

For Alaska Village Electric Cooperative, travel restrictions, airline closures, material shortages, infectious hazards,
restricted work teams, quarantined employees and testing requirements redefined how we got our work done. Work
production suffered, some capital improvement projects and lower priority maintenance tasks had to be deferred, but
the year ended with strong margins.

AVEC sold 120,835 megawatt-hours in 2020, compared to 118,941 MWh in 2019— the increase partly attributed to a
return to more normal temperatures after a warm year in 2019. AVEC's 12,726 members provided total revenue from
electric sales of $53.9 million. Federal COVID-19 relief CARES Act funding provided assistance to state, local and tribal
governments, of which $7.2 million was distributed to AVEC members to assist with electric utility bills.

With the contraction of the economy and decline in oil prices in spring 2020, AVEC was able to lock in a portion of
its annual fuel purchase at a better price, resulting in an overall average delivered cost of fuel of $3.11 per gallon, the
lowest price in three years. Power generation consumed 8.8 million gallons of diesel fuel at a total delivered cost of
$274 million.

Operating expenses for 2020 totaled $45.9 million, well below the $49.4 million in 2019, primarily due to the lower fuel
cost and deferred projects. With $2.3 million in operating margins, the additional earnings on our cash investments
and patronage capital from affiliated organizations resulted in total margins of $5 million for the year. The board of
directors authorized a refund of patronage capital of $1.5 million in 2020. Checks were issued in 2021.

The two tug-and-barge sets owned by AVEC are still leased to Vitus Energy, which delivers fuel to the majority
of AVEC communities. The 10-year-old boats had a recent marine survey and dry-dock inspection showing they
have been well-maintained and are in great shape for many more years of service. Vitus assisted AVEC last year by
delivering supplies to our power plants to battle the spread of COVID-19, including disinfectants that were hard to
acquire and difficult to ship by air.

AVEC's 32 wind turbines at 14 sites serving 20 communities accounted for 5% of total generation, displacing an
estimated 385,000 gallons of diesel fuel—enough fuel to power our nine smallest communities year-round. We
continue to work on renewable integration and energy storage projects that will bring benefit to all communities.

During 2020, approximately $8.9 million was added to total utility plant, while $4.6 million was retired. The large
retirement is a result of a concentrated effort to record retirement of generation facilities that have been taken out
of service over multiple years. We received $4.2 million in new federal and state grant funds. At the end of the year,
$13.8 million in federal and state grant funds were available to be spent on the approved energy projects that are
underway.

The Power Cost Equalization (PCE) program is fully funded in FY21 with proceeds from the PCE Endowment Fund.
The governor's proposed budget includes using some of the PCE Endowment to help bridge the state's continuing
budget deficit. AVEC opposes this vigorously and continues to work with industry partners to educate legislators and
the public on the history and critical nature of the PCE program for rural communities.

With the COVID-19 vaccine being more broadly available and more widely accepted by the Alaskan population, we
look forward to an ease in travel restrictions and a more robust construction season in 2021.

Fred Sagoonick, Chairman of the Board Bill Stamm, President and CEQ
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Scholarships

AVEC's Board of Directors awarded scholarships totaling $15,000. Jayne
Hanna of Mekoryuk was awarded the Sen. Ted Stevens Memorial Scholar-
ship in the amount of $5,000. The following students were awarded $1,000
scholarships to go towards fulfilling their dreams of earning a higher edu-
cation: Darline Kiyuna of Bethel, Mary Allain of Eek, Kailyn Anvil of Bethel,
Lorraine Evan of Pilot Station, and Olivia Tinker of Kasigluk, Thomasina Tall
of Chevak, Homer Hunter Jr. of Scammon Bay, Elishah Naneg of Bethel and
Ashley Hunter of Marshall.

Capital Credits

During 2020, the Board of Directors authorized a general disbursement of
capital credits of $1.5 million. The membership years to be paid out are the
remainder of 1994 and a portion of 1995. To date AVEC has returned $24.4
million of a total $56.4 million in allocated credits.

Tugs and Barges

AVEC's tug-and-barge sets, chartered and operated by Vitus Marine LLC,
completed their ninth full season, delivering nearly 4.1 million gallons of
fuel to a majority of AVEC's communities. Vitus assisted with the procure-
ment and delivery of much needed PPE and disinfectant to our power plants
to combat the spread of COVID-19. The tugs and barges underwent a valu-
ation survey and extensive dry-dock inspection this year assuring they are
being well maintained and continue to meet all Coast Guard requirements.
Vitus Marine's entry into the market has provided downward price pressure
on fuel prices in Western Alaska.

Total Megawatt-Hours Generated and Sold
In 2020, AVEC generated a total of 129998 MWh and sold 121,668 MWh.
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Savings from Renewable Energy

Thanks to funding received from the Denali Commission, Rural Utilities
Service, the State of Alaska, and other entities, AVEC has installed 32 wind
turbines servicing nineteen communities. In 2019, wind turbines along with
photovoltaic arrays generated 6,694,408 kWh (515% of total generation)
and displaced and estimated 438,467 gallons of diesel fuel, saving $1.4
million in diesel generating costs. Combined with fuel savings realized
since 2006, AVEC's consumers have saved more than $13.5 million in fuel
costs over the past 15 years through renewable generation.

Top 10 Plant Operators of the Year

Each year AVEC has the difficult task of choosing the Top 10 plant oper-
ators out of numerous excellent operators who are top performers. We
have refined the selection process in order to reward the operators who
displayed the best overall performances for the entire year. The winners
receive a heavy-duty jacket along with a cash bonus. Congratulations to
the following outstanding plant operators who were deemed the Top 10
Plant Operators for 2020: Elias Friday of Chevak, Francis Nollner of Huslia,
Jacob Smith of Togiak, Andrew Nakarak of Shaktoolik, JJ Evan of Stebbins,
James Bright, Jr. of Goodnews Bay, William Parks of Gambell, Rick Andrews
of Emmonak, Walter Joshua of Eek and Evan Hunt of Kotlik.



CONSUMERS

As of December 31, 2020

The system overall showed a slight increase of consumers for the year. Twenty-four villages showed an increase in
consumers, twenty-seven villages had slight decreases in consumers and seven communities remained the same. The
total number of meters connected is 11,513 and 67 of these services were installed this past year.

Alakanuk 204 Kivalina 126 Russian Mission 103
Ambler 13 Kobuk 59  Savoonga 220
Andreafsky 43 Kotlik 170 Scammon Bay 173
Anvik 04 Koyuk 128 Selawik 231
Bethel 2881  Lower Kalskag 107  Shageluk 59
Brevig Mission 128 Marshall 147 Shaktoolik 101
Chevak 260 Mekoryuk 132 Shishmaref m
Eek 152 Minto 96  Shungnak 93
Ekwok 84  Mountian Village 238 St Marys 210
Elim 136 New Stuyahok 1563 St Michael 136
Emmonak 298  Nightmute 82  Stebbins 188
Gambell 215 Noatak 154 Teller 115
Goodnews Bay 98  Noorvik 185  Togiak 309
Grayling 95  Nulato 140 Toksook Bay 178
Holy Cross 100  Nunapitchuk 161 Tununak 130
Hooper Bay 341 0ld Harbor 129 Upper Kalskag 97
Huslia 146 Oscarville 27 Wales 69
Kaltag 97  Pilot Station 171 Yakutat 454
Kasigluk 154 Pitkas Point 40

Kiana 154 Quinhagak 228

CONSUMERS SERVED AT YEAR'S END
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2020 Cost of Service - $52.2M
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2020 Power Production Expenses - $38.3M
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Statement of Operations 2020 2019
Operating Revenue $54,567,355 $56,469,718
Cost of Power 38,373,581 41,548,269
Distribution Expense 1,681,548 1,847,934
Consumer Expense 1,767,079 1,833,069
Administrative & General Expense 4,098,294 4,192,105
Depreciation & Amortization Expense 4,158,761 4,436,067
Interest Expense 1,590,818 1,707,714
Taxes & Other Deductions 534,918 526,621
Total Cost of Electric Service $52,204,998 $56,091,779
Operatin Margin $2,362,357 $377,938
Interest Income 1,456,849 1,621,691
Other Non-Operating Income 1,182,931 2,151,730
Total Margin (or Loss) $5,002,137 $4,151,360

2019 Power Production Expenses - $41.4M
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YEAR IN REVIEW - 2020

The COVID-19 epidemic grew to a pandemic during spring 2020 in the midst of
our annual push to finalize the logistics for materials and work schedules to
complete the summer's construction and maintenance. Ravn Airlines declared
Chapter 11 bankruptcy and all other air carriers reduced their flight schedules.
AVEC's vendors had difficulty with their parts suppliers and staffing, delaying
delivery schedules. Travel restrictions, separating work groups and lost-time for
illness or mandatory quarantines put a drag on production, but AVEC crews and
contractors rallied, and were still able to get a fair amount done.

Intertie Projects

St. Mary's to Mt. Village: Installing switchgear upgrades allowed the line to be
energized in October 2020. Mt. Village now shares the benefit of the 900-kilowatt
wind turbine installed in Pitka's Paint in 2019. The tie line was constructed in 2019
with $3 million AVEC was awarded from the Rural Utilities Service High Energy Cost
Grant Program and an additional $2 million received from the State Renewable
Energy Fund.

Kivalina to Kisimigiugtug Hill: Construction of the 8-mile overhead powerline

along the Kivalina evacuation road to the new Northwest Arctic Borough School
District (NWABSD) school site began this winter. It is expected to be completed
before summer 2021. The three-phase line will provide power to the school which is
presently under construction. The $4.6 million funding for the line was provided by
NWABSD and the Northwest Arctic Borough Village Improvement Fund.

Generation Projects

New Engine and Power Plant Installations/Renovation

St. Mary's: A new power plant and tank farm are being built in St. Mary's that

will power the communities of St. Mary's, Andreafsky, Pitka's Point and Mountain
Village. The bulk fuel storage facility and site work for the new power plant was
completed in 2020 by STG Inc., a subsidiary of Calista Corp. The power plant
construction project was awarded to Ridge Contracting Inc. for $5.5 million. Power
plant construction will start the second quarter of 2021.

Bethel: Power plant improvements including converting generation voltage to
4160Y and installing a new switchgear module and plant step-up transformers
were completed in 2020. The expansion of the Yukon Kuskokwim Health Corp.
(YKHC) hospital in Bethel increased loads, prompting improvements to the 45-year-
old power plant.

0ld Harbor: A 10'x30" generation module with a 363kW Series 60 generator, retired
from St. Michael and moved to 0ld Harbor, was installed and recommissioned. This
unit has greater capacity and better fuel efficiency than the 30-year-old Cat 3406
that was retired.

Shungnak: A major overhaul of the Shungnak power plant was completed in

2020, including the replacement of all three generation units and installation of
automated switchgear. The Rural Utility Service High Energy Cost Grant awarded
AVEC $2.3 million for the upgrades. The installation will not only improve the diesel
efficiency, but also makes it possible to integrate renewable energy generation.
AVEC is working with the community of Shungnak and the Northwest Arctic Borough

to integrate their installation of a 223kW solar array and 250kW/352kWh battery
storage project, expected to be installed in 2021.

Engine Replacements and Overhauls

With a combination of in-house money and grant funds provided by the Denali
Commission for maintenance and infrastructure, AVEC continues to replace and
overhaul the highest run-time engines in our fleet.

Shaktoolik: Removed Position #2 Series 60 genset and installed a higher capacity
Kohler Series 60, 363kW

Selawik: Removed Position #1 Series 60 genset and installed a higher capacity
Cummins QST-30, 750kW

Ambler: Replaced Position #1 Series 60, engine only, with updated, low-hour Kohler
Series 60

Anvik: Replaced Position #2 Series 60, engine only, with updated, low-hour Kohler
Series 60

Eek: Replaced Position #2 Series 60, engine only, with updated, low-hour Kohler
Series 60

Kalskag: Replaced Position #2 Series 60, engine only, with updated, low-hour Kohler
Series 60

0ld Harbor: Replaced Position #3 Series 60, engine only, with updated, low-hour
Kohler Series 60

Brevig Mission: Position #2 Detroit Diesel Series 60 engine overhaul

Emmonak: Position #1 and Position #2 Caterpillar 3456 engine overhauls

Mt. Village: Position #3 Caterpillar 3456 engine overhaul

Noatak: Position #4 Detroit Diesel engine overhaul

Bethel Switchgear Module Installation

Heat Recovery Projects

AVEC continues to partner with Alaska Native Tribal Health Consortium (ANTHC) to
install and upgrade heat recovery systems. New projects are in design or construc-
tion for Togiak, Koyuk, Chevak and Shishmaref. Some communities with existing
systems are able to get additional heat with the installation of marine exhaust
manifolds on AVEC's diesel engines. Two engines were refitted in Holy Cross in 2020,
and similar projects are planned for Anvik and Grayling for 2021.

Wind Projects
AVEC owns and maintains the largest wind fleet in Alaska with 32 wind turbines at
14 different sites, powering 20 communities.



St. Mary's/Pitka's Point/Mt. Village: The 900kW EWT wind turbine installed in

Pitka's Point in 2018-19 was given a little more freedom to generate in 2020 with
the energization of the tie line to Mountain Village. In 2020, the wind turbine
produced 1930,000 kWh, offsetting 167973 gallons of fuel. This equates to $359177
of avoided fuel cost at a delivered rate of $2.1383 per gallon.

Stebbins/St. Michael: The installation of a 900kW EWT turbine that will serve both
Stebbins and St. Michael has been delayed for a year. AVEC was selected for a DOE
Tribal Energy grant in the amount of $1 million in 2019, and we garnered an addi-
tional $750,000 in 2020. We received $1.38 million from Norton Sound Economic
Development Corp. and $2.4 million through a RUS High Energy Cost Grant. The 900
kW EWT turbine has been ordered. AVEC continues to pursue FEMA funds to move to
construction in 2022.

Tank Farm Projects

Shaktoolik: The community tank farm project was awarded to Ridge Contracting in
November 2019 for $3.562 million. Even with COVID-19 restrictions, construction
was completed and fully operational in fall 2020.

Shungnak: Partial funding was received for community and AVEC tank farms. All
the fuel storage tanks were built for the project and delivered to the village in
fall 2020. We continue to work with the Alaska Energy Authority and the Denali
Commission to fully fund this project.

St. Mary's: Construction and commissioning was completed on the 414,000-gallon
tank farm that began construction in 2019. The contract was awarded to STG Inc.
for $4.213 million, with 80% of the funding provided by the Denali Commission. The
contract included the tank farm and initial site work for the new power plant.

Distribution Projects

Kivalina K-12 School: A three-phase overhead power line is under construction
with $4.2 million in funding received from the Northwest Arctic Borough Village
Improvement Fund and the Northwest Arctic Borough School District. The tie line
will provide power to the new K-12 school being built at the end of the evacuation
road. The line extension is expected to be complete in the second quarter of 2021.

Shaktoolik Bulk Fuel Upgrade Brevig Mission-Teller Inter Tie Retirement

Other AVEC Distribution Projects

Installed more than 75 new permanent and temporary services to buildings and
facilities in Bethel, Brevig Mission, Chevak, Eek, Ekwok, Elim, Emmonak, Gambell,
Holy Cross, Hooper Bay, Huslia, Kiana, Kivalina, Marshall, Noatak, Noorvik, Nun-
apitchuk, Pilot Station, Quinhagak, St. Mary's, St. Michael, Savoonga, Shishmaref
and Yakutat.

Installed service to two AVCP homes in Chevak, two AVCP-RHA homes in Eek, two
portable classrooms in Brevig Mission, an AVCP home in Kalskag, two IRHA homes
in Huslia, two AVCP homes in Nunapitchuk, three NWIHA homes in Shungnak, and
three homes in Yakutat for Sitka Construction.

Upgraded service to water treatment plant and washeteria to 400A in Shishmaref,
installed 400A service to Yakutat Tlingit Tribe Housing in Yakutat, and installed
200A three-phase service to Alakanuk Native Corp.

Upgraded services to GCl in St. Mary's, Pilot Station, Alakanuk, Emmonak and
Marshall.

Installed 15 new LED streetlights in Ambler, 11 LED streetlights in Brevig Mission, 10
new LED streetlights in Kalskag, and tank farm lights on new poles in Kiana.

Installed or replaced 23 transformers in Bethel, Chevak, Elim, Emmonak, Gambell,
Hooper Bay, Mekoryuk, Quinhagak, Savoonga, Toksook Bay, Tununak, Wales and
Yakutat.

Installed, relocated or replaced 48 poles in Bethel, Elim, Emmonak, Huslia,
Quinhagak, St. Mary's, and Yakutat.
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