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2/17/31

COMM ITTEE REPORT 
HOUSE

FURTHER: F I N A N C E

Date: ____________

Mr. Speaker:

The Committee on L A B O R  &  C O M M E R C E  has had H B  165

" A n  A c t  c r e a t i n g  the p u b l i c  u t i l i t y  r e v o l v i n g  lo a n  fund; a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e . "

under consideration and (a majority of the committee) (the committee) 
reports it back with the following recommendations:

[ ] do pass [ ] do not pass

[ ] do pass with attached a m e n d m e n t s (s )
[ ] same title

[ .] replace with CS for -•//; /' 1 /  I  - j___________________ [ new title

and recommends t j  :> J/? c

[X*] AND attaches a "Letter of Intent" [ ] New Fiscal Note

[ ] reports it back without recommendation

[ ] referred to t h e _____________________________________________ Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS /  ^  OTHER RECOMMENDATIONS;

7

/

■ J t  r .

■rliL S  7 /

H 60 (Rev. 12/78)

CHAIRMAN



TO: MEMBERS OF THE HOUSE'LABOR AND COMMERCE COMMITTEE
R E G A R D I N G :  H E  161

FROM: J o s e p h  M e r r i l l ,  P h . D ,  C P A
V i c e  P r e s i d e n t  - R A I  P u b l i c  U t i l i t i e s  
C o n s u l t a n t s ,  Inc., A n c h o r a g e

B e l o w  is a b r i e f  s u m m a r y  o f  w h y  w e  fe e l  a b i l l  s u p p o r t i n g  a 
P u b l i c  U t i l i t i e s  R e v o l v i n g  L o a n  F u n d  is n e c e s s a r y  - th a t  is, 
the p r o b l e m s  t h a t  s u c h  a b i l l  c a n  h e l p  r e s o l v e  -

1. P u b l i c  u t i l i t i e s  a r e  r e g u l a t e d  as to the r a t e  o f  
r e t u r n  .’h e y  a r e  a l l o w e d  to earn. W h e n  the r e g u l a t e d  
r a t e  is le s s  t h a n  the i n t e r e s t  r a t e  a u t i l i t y  is 
r e q u i r e d  to p a y  for c o n s t r u c t i o n ,  the r e s u l t  is 
o b v i o u s  - n o  c o n s t r u c t i o n .

2. M o s t  r u r a l  t e l e p h o n e  s y s t e m s  in A l a s k a  h a v e  o b t a i n e d  
t h e i r  c o n s t r u c t i o n  f u n d s  f r o m  the f e d e r a l  R E A  p r o g r a m  
at  i n t e r e s t  r a t e s  of  2 %  - 5/1. H o w e v e r ,  the p r o c e s s  
is s l o w  a n d  r e c e n t l y  d o u b t s  h a v e  a r i s e n  as to the 
r e l i a b i l i t y  of  t h e  l o n g - t e r m  a s p e c t s  o f  t h a t  p r o g r a m .  
B e c a u s e  o f  the d e l a y s  xu u e d i n g  w i t h  W a s h i n g t o n ,  
c o n s t r u c t i o n  s e a s o n s  a r e  m i s s e d ,  c o s t s  i n c r e a s e  a n d  
the n a t u r e  o f  the p r o g r a m  m a k e s  i n t e r i m  ( s h o r t - t e r m )  
f i n a n c i n g  d i f f i c u l t ,  if n o t  i m p o s s i b l e .

3. T h e  ty p e  o f  c o l l a t e r a l  o f f e r e d  by  a u t i l i t y  m a k e s  
p o t e n t i a l  l e n d e r s  leery. F o r  e x a m p l e ,  w h o  w a n t s  to 
r e p o s s e s s  30 m i l e s  o f  u n d e r g r o u n d  t e l e p h o n e  c a b l e ?

4. W h e n  a u t i l i t y  is o r g a n i z e d  as a c o - o p ,  r e q u i r i n g  
c o - s i g n e r s  o n  a b a n k  n o t e  is n o t  r e l e v a n t ,  r e s u l t i n g  
in a h e s i t a n c y  to l o a n  o n  the p a r t  of m a n y  l e n d e r s .

5. S h o r t  c o n s t r u c t i o n  s e a s o n s ,  b a r g e d  f r e i g h t ,  etc., 
m a k e  d e l a y s  o f  a f e w  w e e k s ,  d e l a y s  o f  a y e a r  in 
p r a c t i c e .

6 . A n  e x a m p l e  o f  the e f f e c t  of d i f f e r i n g  i n t e r e s t  r a t e s  
is g i v e n  b e l o w .  A s s u m e  a $ 1 , 0 0 0 , 0 0 0  l o a n  a n d  200 
t e l e p h o n e  s u b s c r i b e r s ,  w i t h  a 30 y e a r  l o a n  a m o r t i z a­
tion  s c h e d u l e .

C o n t i n u e d  on  P a g e  2



H 5

I n t e r e s t  R a t e

T o t a l  a n n u a l  
p a y m e n t  to 
a m o r t i z e  l o a n

M o n t h l y  
a m o u n t  p e r  
s u b s c r i b e r

$ 6 5 , 0 0 0  
3 8 , 8 0 0  

1 0 6 , 0 0 0  
1 5 2 , 3 0 0  
2 0 0 , 8 0 0

$ 2 7 . 0 8
3 7 . 0 0
4 4 . 1 6
6 3 . 4 5
8 3 . 6 6

A  s t a t e  p r o g r a m  d e s i g n e d  to r e s o l v e  t h e s e  t y p e s  o f  p r o b l e m s  
s h o u l d  i n c o r p o r a t e  the f o l l o w i n g  f e a t u r e s :

1 - A n  a w a r e n e s s  of the c o m m o n  a s p e c t s  o f  a l l  u t i l i t i e s
as w e l l  as the u n i q u e  a s p e c t s  of e a c h  ty p e  (i.e.
t e l e p h o n e ,  power, etc.).

2 - A  p r o c e s s  w h e r e b y  c o n s t r u c t i o n  - p e r i o d  f u n d i n g  c a n
be h a n d l e d  m o r e  s p e e d i l y  than p e r m a n e n t  l o n g - t e r m  
f i n a n c i n g ,  y e t  d e a l  w i t h  both.

3 - D i s t i n c t i o n s  b e t w e e n  c o - o p s  a n d  p r i v a t e l y  o w n e d
c o r p o r a t i o n s .

4 - The r e c o g n i t i o n  o f  the u n i q u e  c o l l a t e r a l  a n d  e q u i t y
c i r c u m s t a n c e s  o f  u t i l i t i e s .

5 - An  a w a r e n e s s  o f  the n e e d  for l o a n s  at i n t e r e s t  r a t e s
w e l l  b e l o w  the r a t e  o f  r e t u r n  p e r m i t t e d  u n d e r  r e g u l a t e d
c i r c u m s t a n c e s .

A c c o r d i n g l y ,  w e  w o u l d  r e c o m m e n d  th a t  the p r o g r a m  be a d m i n i s t e r e d  
a n d  s e r v i c e d  t h r o u g h  b a n k s  w i t h  a m i n i m u m  a m o u n t  o f  t h e i r  
d i r e c t  p a r t i c i p a t i o n  a n d  be  g o v e r e n e d  b y  a s p e c i a l  b o a r d  u ndei 
the D e p a r t m e n t  o f  C o m m e r c e  a n d  c o n s i s t i n g  o f  -

A b a n k e r  (of a p a r t i c i p a t i n g  b a n k ) .
A  lawyer.
A n  a c c o u n t a n t  a n d  f i n a n c e  p e r son.
A r e p r e s e n t a t i v e  f r o m  the p u b l i c  u t i l i t i e s  c o m m i s s i o n .  
An e n g i n e e r  o f  t h e  specia' ty of  the type o f  u t i l i t y  

a p p l y i n g  for the loan.
A  p u b l i c  r e p r e s e n t a t i v e .
A r e p r e s e n t a t i v e  o f  the D e n a r t m e n t  of C o m m e r c e .

T h e s e  b r i e f  i o t e s  a r e  n o t  m e a n t  to b e  c o m p r e h e n s i v e  e x p l a n a t i o n s  
b u t  r a t h e r  to h i g h l i g h t  the a s p e c t  of  aa i d e a l  bill.

O u r  f i r m  is r e p r e s e n t i n g  the s u p p o r t  o f  s u c h  a b i l l  b y  the 
A l a s k a  T e l e p h o n e  A s s o c i a t i o n ,  a n d  o u r  c l i e n t s .



WORK ORDER REQUEST FORM
M2- if!

KEYWORDS: :• • ASS I GNED TO

REQUEST FOR: B I I L  / 7 RESOLUTION / 7 RESEARCH I  7 OTHER H J

S U B J E C T _____________________ _____________________________________________ ____________________

REQUESTED FOR __________________________________  BY   EXT .____

DELIVER T O  TAKEN B Y _________________

INSTRUCTIONS,  EXPLANATIONS _________________________________________________________________

OBTA N S P E C IA L  DRAFTING INSTRUCTIONS ATTACHED 

AUTHORIZED TO CONFER WITH

RETURN

TO REQUESTER

APPROVED: D i r e c t o r ,  L eg a l  S e r v i c e s

REVIEWED S P E C I A L  INSTRUCTIONS TO TYPIST/PROOFREADER

IN
4 /8/ DUE

TYPED - D r a f t DATE

F i n a l DATE

PROOFED DEL IVERED DRAFT / 7 FINAL /~ 7
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G ordon Parker 
Executive Director

March 25, 1981

Honorable Vern Hurlbert 
Alaska State House 
Pouch V
Juneau, Alaska 99811 

Dear Representative Hurlbert:

At the request of Ken Spray, I have compiled a set of figures to demonstrate 
the possible loss of revenue caused by cuts •?n REA funding. It is still 
unclear how deep the cuts will go, therefore these figures represent the 
worst possible damage. They consist of dollars applied for but not yet approved 
and approved but not received. In other words, the figures include all money 
which could be lost.

United Utilities, Inc. 26.4 million
Cordova Telephone Cooperative 3.45
OTZ Telephone Cooperative, Inc. 3.74
Interior Telephone Company, Inc. 2.2
Matanuska Telephone Association 16.0
Nushagak Telephone Cooperative, Inc. .3
Bush-Tell, Inc. 5.0

We appreciate your assistance with this problem. I plan to be in Juneau on 
April 7 and hope to discuss i' further with you. If you need any assistance 
before then, I am available ar any time.



Official BueineBS
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JUbsks Jiteie ^llejblciiursHouse oj Representatives
Pouch V 

State Cupitol 
Juneau, Alanka 99811

L E T T E R  O F  I N T E N T  

C S H B  165 (Labor & C o m m e r c e )

D e a r  Mr. S p e a k e r :

Y o u r  c o m m i t t e e  on L a b o r  a n d  C o m m e r c e  h a s  h a d  u n d e r  c o n­
s i d e r a t i o n  H B  165, " A n  act c r e a t i n g  the p u b l i c  u t i l i t y  
r e v o l v i n g  l o a n  fund; a n d  p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

W e  h a v e  a p p r o v e d  a c o m m i t t e e  s u b s t i t u t e  th a t  s t i l l  a d ­
dr e s s e s  the i n t e n t i o n  o f  the o r g i n a l  l e g i s l a t i o n :  that 
is, to c r e a t e  a r e v o l v i n g  l o a n  fund for p u b l i c  t e l e­
c o m m u n i c a t i o n s  .

i

D u r i n g  p u b l i c  t e s t i m o n y  the c o m m i t t e e  w a s  c o n v i n c e d  that 
a d m i n i s t r a t i o n  o f  the f u n d  s h o u l d  b e  o n  a p r i o r i t y  b a s i s  
so t h o s e  p u b l i c  t e l e c o m m u n i c a t i o n s  u t i l i t i e s  d e s i r i n g  to 
e x p a n d  s e r v i c e s  to u n s e r v i c e d  a r e a s  w o u l d  b e  g i v e n  a 
p r i o r i t y .

T h e  c o m m i t t e e  b e l i e v e s  su c h  p r i o r i t y  w o u l d  b a s t  s e r v e  the 
r u r u a l  a r e a s  of  the s t a t e  that a r e  in d e s p e r a t e  n e e d  o f  a 
c o m m u n i c a t i o n s  s y s t e m  a n d  this in t u r n  w o u l d  b e s t  s e r v e  the 
s t a t e  as a wh o l e .

R e s p e c t i v e l y  submitted----# —

Rep. V c r n  H u r l b e r t  
C h a i r m a n



M S G  81 - 0 0 0 1 5 9 6 5  P R T Y  1 
F R O M :  M A R T I E / M A T S U  
T A R G E T :  L J 0 8  SUR-J:

03/08/31 16 1 2:03
TO:

GRIG: L M O O  I N *  0 0 0 5  
J U N E A U  I N F O R M A T I O N

PAGE 0001

TO: R E P .  H U R L B U R T  F O R  K E N  S P R A Y
F R O M : J A C K I E  D U K E S ,  

7 4 5  3211
MA'TANUSKA T E L E P H O N E , 1333. P A L M E R

RE:
P E R

H B 5 0 6

Y O U R  R E Q U E S T ,  T H E  I M P A C T I N C R E A S I N G
A S' S U M  IN

OF
T O  1 2 2  U P O N  T H E  S U B S C R I B E R S  OF M T A  
A P P R O X I M A T E L Y  * 3 2 2 , 0 0 0 .  T H I S  E Q U A T E S  TO 
T O  O F F S E T  T H I S  W O U L D  R E Q U I R E  A N  I N C R E A S E
T H A T  M T A  
I N C R E A S E  
CALL..

T H E  A N N U A L  P E R C E N T A G E  R A  
G * 6 . 0 0 0 . 0 0 0  L O A N  W O U L D  

3 0  P E R  C U S T O M E R  P E R  
R A T E S  OF 152 TO  203

E F R O M  52

T>nf ,mrwjUxj i V  C  /. r ,
i  u n i * .  4

W O U L D  BE R E Q U I R E D  TO B O R R O W  A T  T H E  H I G H E R  R A T E  W O U L D  R E Q U I R E
Y E A R
A N O

OF T H E  S A M E  M A G N I T U D E .  IF I C A N  P R O V I D E  A D D I T I O N A L  D A TA, P L E A S E
H E R

N X T  MSG U / R / S  _ P R E V  M S G  U / R / S  „ R E S E N D  _ C A N C E L



4 r> . : r .r* «r y  4 /* rr / j  4 /  r* 4

FROM 1J,A R C T"r . 4*'*C INFO *•'-
T *. r . j ~  *— r  .  i»  i f *  c * i » ? ‘ t .  / n r  f p / . r r  r n n  r - . f

J U N E A U  I N F O . P L E A S E  CALL 
P O S S I B L E .

* > m\ 1 • * \ 1 r* »/*■->. *•*. * -.y p' r  ~  1 •’ "f' • 1 *• f  • 1f  ■ '■ r* ^ n r i A
I-. I— »“ r~ j — AT** '  1 • • 1 i r . j  T*- r~ r, T '*• F“ *••' ;*■ >“  «  r  f )  ' fK L -  r.r. .* I A • j. - •: i-tu *. L ■ • • I  : ’■ : fc:V.r . r : : .-1  \ # /•»

I< P L E A S E  A C K N O W L E D G E  R E C E I P T  I N D I C A T I N G  A O F  P A O F T )

TO: R E P R E S E N T A T I V E  H U R L P E R T
A.TTENT 1 0 N ■ l< FN 5 P R A V

PROM: B I L L  E C H O L S , A C C O U N T A N T .  R . A . I .  F O R  B U S H - T E L L ,  INC.,
3201 0 S T R E E T ,  S U I T E  601, A N C H O R A G E  9 9 5 0 7  <W!< 2 7 6 - 5 2 0 8 )

RE: H O U S E  B I L L  165

T H E  A N A L Y S I S  OF B U S H - T E L L .  INC. 1981 C O N S T R U C T I O N  B U D G E T  W I T H  A 
P R O J E C T E D  C O S T  OF i  2 , 2 4 4 , 3 6 5 . 0 0  W O U L D  ADD AN* E S T I M A T E D  450 T E L E P H O N E  

S U B S C R I B  E fS T 0 S E R V I C  F .

M S G  0 1 - 0 0 0 1 6 1 7 4  P R T Y  1 
FROM: M A R G I E ,  A NC INFO

0 5 / 1 1 / 0 1  1 1 ? : 7 7 PRI" • ! A 00 IN- 001 1
T n * !1!!!r  v ! t * j f * n h* m t  t n ki

TARGET: L J H 2  S U B J : I M P O R T A N T  M E S S A G E  F O R  REP ft*.:. 1 * .

OUT

f t  >  r* -■

0072.

A A A 9

A C O M P A R A T I V E  PRTNCIPI..F A N D  I N T E R E S T  CALCU! AT TON •

AT 5 %  W O U L D  BE T* 100, 064. 0*1 A N N U A L  P A Y M E N T ?  AND 
OF 1> 3 . 6 0 1 . 2 0 7  IN 20 Y E A R S .

AT 12% W O U L D  BE T 3 0 0 , 4 2 4  ANNUA!.. P A Y M E N T S  AND 
1- 6 , 0 0 0 . 4 8 0  IN 20 YEARS.

i j r \ i i ‘ f\  ip. r- a  x i aT H E  D I F F E R E N C E  TO THE S U B S C R I B E R  
FOR T H E  C O S T  OF M O N E Y  AT 5% V E R S U S  12%.

AN I N C R E A S E  IN B U S I N E S S  S E R V I C E  R A T E S  FOR:

{- C O T T

ADI) J T T

/ ^ . (SO P «jA*

*v* ,*> *r f  i i-i * \ r* | *
M m  n l .  i r r  l, i»

ONE p. a r. *j' y OF 07%
TWO 1PARTY OF 97%
F OU R P A R T Y o f ’ 1 .0 9%
FI VE P A R T Y OF 1 . 1 6%

MSG 81 - 0 0 0 16174 P R T Y  1 05/1 1 / 0 1 18:19:2'
F R O M : M A R G I E ,  A N C  I N F O  TO

0 RIG ' L A 00 TN -- 0011 O H T ~  0072
x i f  r> r*. %4 a  tIw, i ui*. t s r-s 1

TARGET: L J H 2  S U B  J : I M P O R T A N T  M E S S A G E  F O R  R E P  HURL r:FET 

AN I N C R E A S E  IN R E S I D E N C E  S E R V I C E  P A T E

P A G E  0 0 0 3

OP :

our
T U I  p a r t y
p p ; : p p« «\ r;. *r v
......................

nr*
r "

1

4 *? **/
> f> »/

B U S H - T E L L .  INC. H A S  A T E L E P H O N E  PRHDUf 
A N D  5% B U S I N E S S .  T H E R E F O R E  THE 
1 . 9 4 %  M O R E  O V E R  THE PRESEr!T R A T E S  ~«!ARGCD

MTV r •r t r.rrcr
« • *................... r  t*. r "  r .  a v  r  M  f  *  : - 1 i '••• i  i * <••
• ■ ' - * ' t . . . .  * :  • r -* • .* ' v t  -  • * • •

TOTAL PAVLViP a OP

ON A 1.



K a y  t l ,  1 9 8 1

The Honorable Vernon Hurlheft 
Attn: Mr. Kent Spray 
Alaska State Legislature 
Pouch "V"
Juneau, AK 99811

Re: Proposed House Bill 16f>

Dear Mr. Spray:

Interior Telephone Company, 
services to nine rural Alasfc 
l,'iZ5 customers.

Inc.* currently provides telecommunications 
an communities, serving approximately

Our 1981 capital expansion mdget has been drastically reduced from 
$680,000 to $210,000 becausi: of the non-availahility of low interest

stration (REA) loan funds. We project 
that approximately 88 new customers will be served during 1981 after 
our construction efforts connect them to the telephone network.

Interest rates on loan fund:, for construction have a direct effect 
on rates we charge our custipm^rs. Should HB 165 incorporate a ]Z%

we would have to pass on to our custo­
mers a $.66 per month 1ncrei.se in basic, telephone rates. This 
increase assumes a 20 year jjay back on a $210,000 loan, spread over 
1,413 customers.

We respectfully request youi 
tivlty of interest rates as 
pay each month. We feel th 
Alaskans should be kept as
development of the State an< its resources

Sincerely yoiirs,

INTERIOR TELEPHONE COMPANY,

& ^ y £ J
Earl H. Land
Executive Vice President 

'General Manager

EHL/sar

cc: Matanuska Telephone

thoughtful consideration to the semi- 
they relate to the bills our customers 
t basic telephone rates paid by rural 
ow as possible to insure the continuing

INC.
3 o s i

) £ / ^  (0O<L 

l  OOfUAjf ^

j f f l  p '

/IpS ' dUJhb £

Q ctl /ci c  t  ,
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STATE 
of ALASKA

10:

FHOfJ:

Representative Vernon 
Attn: Kent Spray

John B. Farleigh jE^ 
Executive Director 
Alaska Public Utilitiu

In response to the re< 
the following informa'

lUo Hurlbert DA1C: May 11 f 1981 

TELEPHONE (ft.:

FAC R0. ;

f :*  i * r  SUBJECT:

is Commission

lueet from jour office we have com xled 
ion from our fries and those of the

Alaska Telephone Association.

Gross revenue data re 
The utilities certifii

Elects year end 19/9 for regulated utilities, 
ratted but not regulated are identified by 

an asterisk. 1980 grnsu revenue information will not be available 
until after June 30, : 980. However, station and employee 
information is year e;ud 1980 as reported by the ATA:

Utility

Alar.com, inc.

Anchorage
Telephone
Utility

Bristol Bay
Telephone
Communications

Copper Valley 
Telephone Coopera­
tive, Inc.

*Cordova Telephone 
Coop., In'.’:.

*FMUS

General Telephone 
Company of Alaska

Glacier State 
Telephone Company

Interior Telephone 
Company

nnin

G oss Revenues 

3ISO,797,429

47,444,697

5 1 0 , 7 4 7

2,218,988

Station

4,432,128 

16,125,746 

1,737,336

142,161

331

3.817

1,121

37,371

12,517

24r151

2 ,0 2 7

Employees

1385

672

2 2

9

120

59

140

20
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*

Juneau &  Douglas 
Telephone Company

*Ketchikau Public 
Utilities

Matanuska Telephone 
Association, Inc.

Hukluk Telephone, Inc.

National Utilities. 
Inc.

Nushagak Telephone 
Cooperative. Inc.

OTZ Telephone Coopera­
tive, Ino.

Sitka Telephone 
Company

Telephone Utilities, 
inc.

Bush-Tel, Inc.

United Utilities, Inc.

Yukon Telephone 
Company

Whittier Telephone 
Company

Betties Telephone,Inc.

8,095,895

7,260.999

516,974

619,632

764,235

2,243.832

Page 2

147,748

222,266

1X1,884

71,303

38,437

16,259

7,521

17,078

167

1,185

755

919

7,188

2,990

100

824

163

98

50

82

39

127

1

23

6

38

I S

4

30



81-0001 6 1 74 PPTY < r-t?/t i tn
FROM: M A R G I E , A N C  INFO "  ' "3 ...j!2ISr ! A 0° IN- 0011 dfjT= o n 7 0

TARGET: LJH2  JUJU, IMPORTANT MESSAbI ^ LJ ;' J  P A G E  0001

J U N E A U  INFO/ P L E A S E  C A L L  AND H A V E  K E N  S P A Y  PICK T H I S  U P 'AS SO O N  AS
P O S S I B L E . R E P R E S E N T A T I V E  PIJRLBER'T IS F X P E C T T N G . T H A N K S  MS 

(P L E A S E  A C K N O W L E D G E  R E C E I P T  I N D I C A T I N G  A OF PA G E S '

TO: R E P R E S E N T A T I V E  H U R L B E R T
A T T E N T I O N :  KEN S P R A Y

FROM: B I L L  ECHOLS, A C C O U N T A N T ,  R.A.I. FOR B U S H -TELL. I N C . ,
3201 C STREET, S U I T E  601 , A N C H O R A G E  9 9 5 0 3  <W!< 2 7 6 - 5 2 0 8 )

RE: H O U S E  B I L L  165

THE A N A L Y S I S  OF B U S H - T E L L ,  INC. 1981 C O N S T R U C T I O N  B U D G E T  W I T H  A 
P R O J E C T E D  C O S T  OF $ 2 , 2 4 4 , 2 6 5 . 0 0  W O U L D  ADD AN E S T I M A T E D  450 T E L E P H O N E  
S U B S C R I B E R S  TO S ERVICE.

M S G  81 - 0 0 0 1 6 1 7 4  P,;TY 1 05/1 i/L‘1 1 8 : 1 9 : 2 3  OR TO: I.AOO XN= 0011 O U T -  00 7 2
FROM: M A R CIE, ANC INFO TO: J U N E A U  I N F O R M A T I O N
TARGET: I..JII2 S U B  J : I M P O R T A N T  M E S S A G E  F O R  RFP H U R L B E R T  PA G E  000'’

A C O M P A R A T I V E  P R I N C I P L E  AND TNTERE'S-T C A L C U L A T I O N :

AT 5% W O U L D  BE T* 1 0 0 , 0 6 4 . 0 0  A N N U A L  P A Y M E N T S  AND A TOTAL. P A Y B A C K  
OF * 3 , 6 0 1 , 2 8 7  IN 20 YEARS.

AT 12% W O U L D  BE * 3 0 0 , 4 2 4  A N N U A L  P A Y M E N T S  AND T OTAL P A Y B A C K  OF 
$ 6 , 0 0 8 , 4 8 0  IN 20 YEARS.

T H E  D I F F E R E N C E  TO THE S U B S C R I B E R  W O U L D  BE AN ADDITIONA! % 17.40 PER M O N T H  
F O R  T H E  C O S T  OF  M O N E Y  AT 5 %  V E R S U S  12%.

AM I N C R E A S E  IN B U S I N E S S  S E R V I C E  R A T E S  FOR:
O N E  P A R T Y OF 87%
TWO P ARTY OF 97%
F O U R  P ARTY OF 1 .09%
F I V E  P ARTY OF 1 . 1 6%

MSG 8 1 - 0 0 0 1 6 1 7 4  P R T Y  1 05/11/81 1 0 : 1 9 : 2 3  O R I G : L A O O  IN- 0011 O U T -  0 0 7 2
FROM: MARCIE, A N C  INFO TO: J U N E A U  1NF0RMA1 J ON
TARGET: L.JH2 S U B J : I M P O R T A N T  M E S S A G E  F O R  R E P  H U R L B E R T  F A G E  GOO..

AN I N C R E A S E  IN R E S I D E N C E  S E R V I C E  R A T E  FOR:

OF 1 . 3 4 “/'
OF i .5 ?%
OF 1.74%
OF 1.94%

B U S H - T E L L ,  INC. HAS A T E L E P H O N E  P R O D U C T  S E R VICE MIX nr c - % R E S I D E N C E  
AND 5% BUSINESS'-. T H E R E F O R E , T H E  C O N S U M E R S  W O U L D  BE P A Y I N G  AS M U C H  AS 
1 . 9 4 %  M O R E  O V E R  THE P R E S E N T  R A T E S  C H A R G E D .

O N E  P A R T Y  
TWO P A R T Y  
FOUR' P A R T V 
F I V E  P A RTY

EDM



F R O M : M A R T I E / M A T S U  TO
T A R G E T :  L J 0 8  S U B J  :

: L.MOO I N =  O O O ?
J U N E A U  I N F O R M A T I O N

P A G E  0001

TO: REP. H U R L B U R T  F O R  K E N  S P R A Y
FROM: J A C K I E  DUKES, MATANIJSKA T E L E P H O N E ,  B O X  1 3 8 - 3 .  P A L M E R  

7 ^ 5  3 2 1 1  
RE: H B 5 0 6

P E R  Y O U R  R E Q U E S T ,  T H E  I M P A C T  OF I N C R E A S I N G  T H E  A N N U A L  P E R C E N T A G E  R A T E  F R O M  5V. 
TO 12V. U P O N  T H E  S U B S C R I B E R S  OF MTA. A S S U M I N G  $ 6 , 0 0 0 , 0 0 0  L O A N  Mniji 0 v .r  
A P P R O X I M A T E L Y  $ 3 2 2 , 0 0 0 .  T H I S  E Q U A T E S  TO A B O U T  $ 3 0  P E R  C U S T O M E R  P E R  Y E A R .
T O  O F F S E T  T H I S  W O U L D  R E Q U I R E  AN' I N C R E A S E  IN R A T E S  0?" 15Z TO 207. E A C H  Y F A *  
T H A T  M T A  W O U L D  BE R E Q U I R E D  TO B O R R O W  AT T H E  H I G H E R  R A T E  W O U L D  RFfHjTRF A N O T H E R  
I N C R E A S E  OF T H E  S A M E  M A G N I T U D E .  IF I C A N  P R O V I D E  A D D I T I O N A L  r . i T i  p i  -t a s f  
CALL .



B e f o r e  t h e  
F e d e r a l  C o m m u n i c a t i o n s  C o m  m i s s i o n

Washington, D. C. 20554

FCC 81-18 

28753

In the Matter of

Amendment of Parts 2, 21, 87, and
90 of the Commission's Rules to ) General rocket No. 79-188 
Allocate Spectrum for, and to 
Establish Other Rules and Policies 
Pertaining to, the Use of Radio in 
Digital Termination Systems 
for the Provision of digital 
ccmnunications services.

FIRST REP" u? AND ORDER 

Adopted: January 14, 1981 Released: April 17, 1981

By the Commission: Commissioner Fogarty issuing a separate statement.

I. INTRODUCTION

1. On November 16, 1978, the Xerox Corporation (hereinafter 
"Xerox") filed a Petition for Rulemaking ("Petition"' requesting the 
reallocation of the 130 MHz of radio frequency spectrum between 10.55 
and 10.68 (31 z and the adoption of the necessary rules and policies to 
permit the establishment of nationwide common carrier digital telecom­
munications networks that would provide for the hiqh-speed, enc-to-end, 
two-way transmission of digitally encoded information. As proposed by 
Xerox, these networks would consist of intercity facilities etoloying 
satellites a,d terrestrial point-to-point micrcwave and imracity 
facilities which would include Diqital Termination Systems (ETS) 1/ and 
intemodal links. Xerox proposed that these facilities be employed to
provide a new end-to-end ccmrron carrier radio service (which we call
Digital Electronic Message Service or DEK.̂ ) which would meet the needs 
of widely dispersed business and governmental organizations for document 
distribution, data communications, and teleconferencing within and among 
the major U.S. cities.

2. In response bo the Petition and the comments filed
regarding it, the Commission, on August 29, 1979, issued a Notice of
Proposed Rulemaking and Inquiry (hereinafter "Notice"). 2/ In that

T7 The term Digital Termination System (DTS) refers to two-way point- 
to-multipoint micrcwave radio facilities made >’p of local 
collection and distribution stations, each prov ding two-way 
transmission links to multiple outlying stations 1 -cated at user 
premises.

2/ FCC 79-464, released August 29, 1979, 44 Fed. Reg. 51257 (1979).
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of DTS facilities; and the services provided thereby, since, even if ETS 
facilities nay have some voice capacity, it will not be "telephone 
exchange service" within the meaning of that section Ttie purpose of 
Section 221(b) was to reserve to the states jurisdiction over local 
telephone exchanges which serve single multi-state areas. North 
Carolina Utilities Commission v. FCC, 552 F. 2d 1036,1045 (4th Cir.), 
cert, denied, 434 U.S.~874 (1977).

VI. MISCELIANTCXJS ISSUES

81. A few commentsrs asserted that there has not been 
sufficient notice of the actions contemplated to develop a factual basis 
for the adoption of rules at this time. We believe, however, that our 
Notice of Proposed Rulemaking was sufficient to allow us to adopt rules 
without any further notice. Section 553(b) of the Administrative 
Procedure Act, 5 U.S.C. § 553(b), provides in pertinent part that a 
notice of rulemaking must include "the terms or substance of the 
proposed rule or a description of the subjects and issues involved." 
The D.C. Circuit has interpreted this to mean that the notice need only 
be "sufficiently descriptive of the 'subjects and issues involved' so 
that interested parties may offer informed criticism and comments." 
Ethyl Corp. v. EPA, 5^1 F.2d 1, 48 (D.C. Cir.), cert, deoied, 426 U.S. 
941 (1976). See also Buckeye Cablevision, Inc. v. ^CC, 387 F.2d 220 
(D.C. Cir. 1967). In this proceeding, notice" was given of at least the 
subject matter of all the rules that we adopt today. Furthermore, 
evidenoe of the sufficiency of the notice is shown by the fact that so 
many parties commented at length on the issues.

. 82. Finally, with respect to Alascam's request tlat Alaska be
excluded from this proceeding, we note that with the possible exception
of MTS and WATS, for which the question is still open, see MTS and WATS 
Market Structure Inquiry, 81 F.C.C. 2d 177 (1980), we generally believe 
that Alaska should be treated no differently than the contiguous 48 
states. See DHL Communications, Inc., File No. W-P-C 2000 (released 
Dec. 30, 1980); See also Integration of Rates and Services, 61 F.C.C. 2d
380 (1976), reconsideration, 65 F.C.C. 2d 324 (1977). We see nc reason
for establishing a different policy here.
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lottery proceeding would hinder lonq-ranqe planninq, especially it
applied to contested renewals.

ft. Miscellaneous Issues

The comments generally agreed that DTS would create minimal 
environmental impact. Some ccmmenters stated that no environmental 
impact statements should be required. Others commented that existing 
rules adequately covered the issue.

TDS worried in its comments about possible adverse affects of 
DEMS on n.ral areas. First, service might not be available in rural
areas. Second, if it were available, it might result in loss of 
revenues to rural telephone companies.

Ala scam commented that, in its view, the market for
telecommunications services in Alaska was too thin to support yet
another service. It requested that Alaska be excluded fron this
proceeding.

NASA commented on its concern that ITTS be compatible with its 
'remote sensinq programs. Those remote sensing programs are located in 
the 10.6 fHz band where DTS is also proposed to be located.

III. LEGAL ISSUES 

A. Necessity for a Further Notice of Proposed Rulemaking

A few of the comments were directed to the legality of
adopting specific rules without a further Notice of Proposed Rulemaking 
proposing specific rules for comment. ftTE Service stated that unless 
the comments were uniformly favorable, a two-step Notice of Inquiry- 
Notice of Proposed Rulemaking process would be necessary. AT&T was of 
the opinion that it would be improper to rjce rules on the basis of the 
record in this proceeding. There was, in AT&T's view, inadequate time 
and notice of specific actions contemplated to permit the development of 
the nec^csury facts addressing these issues.

Xerox, on the other hand, stated that the Commission should 
rdopt final rules for DTS without a further Notice of Proposed
Rulemakinq. In support of this position, Xerox cited the Administrative 
Procedure Act, 5 U.S.C. S§ 511-599, 701-706. In particular, Section 
553(b) of that Act states that it is not necessary to propose specific 
rules. Either the terms and substance of the proposed rules or a
description of the subjects and issues involved would be sufficient.
The Notice, in Xerox's opinion, meets this standard. Furthermore, the 
Commission's statement of intent to adopt rules without further comment 
gives notice to all parties, and the record in this proceeding is 
sufficient to support final action.
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Cook

O r i g i n a l  s p o n s o r s :  H u r l b e r t ,  Va s k a ,
C h u c k w u k  a n d  M o s s

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR H O U S E  B I L L  NO. 165 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE -  FIRST SESSION 

A BILL

F o r  an Act e n t i t l e d :  "An Act c r e a t i n g  the t e l e c o m m u n i c a t i o n s  r e v o l v i n g  loan

fund; a n d  p r o v i d i n g  for an e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  BY THE L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. D E C L A R A T I O N  OF P O L I C Y  A N D  PUR P O S E .  The l e g i s l a t u r e  f i n d s  

that

(1 ) the a v a i l a b i l i t y  of a d e q u a t e  p u b l i c  t e l e c o m m u n i c a t i o n s  s e r­

vices  and f a c i l i t i e s  at r e a s o n a b l e  r a t e s  in the s t a t e  is a p r o p e r  m a t t e r  of 

p u b l i c  c o ncern;

( 2 ) the a b i l i t y  of p r i v a t e l y ,  m u n i c i p a l l y  and c o o p e r a t i v e l y  o w n e d  

p u b l i c  t e l e c o m m u n i c a t i o n s  u t i l i t i e s  in the s t a t e  to f i n a n c e  s e r v i c e  to the 

p u b l i c  and to f i n a n c e  c a p i t a l  i m p r o v e m e n t s  r e q u i r e d  to e x t e n d  a n d  i m p r o v e  

s e r v i c e  on terms that wi l l  e n a b l e  s e r v i c e  r ates to r e m a i n  at r e a s o n a b l e  

l e v e l s  in the f o r e s e e a b l e  f u t u r e  is s e r i o u s l y  i m p a i r e d  b y  the u n a v a i l a b i l i t y  

of l o w - c o s t  f e d eral loans;

(3) as a m a t t e r  of p u b l i c  p o l i c y ,  to e n s u r e  the s o u n d  d e v e l o p m e n t  

of the s t a t e  a n d  its r e s o u r c e s  a n d  to p r o v i d e  an a c c e p t a b l e  level of t e l e­

c o m m u n i c a t i o n s  s e r v i c e s  to its r e s i d e n t s  at r e a s o n a b l e  rates, the s t a t e  

s h o u l d  a s s i s t  t e l e c o m m u n i c a t i o n s  u t i l i t i e s  in a c q u i r i n g  the m o n e y  t h a t  is 

e s s e n t i a l  to operate, m a i n t a i n  and e x p a n d  f a c i l i t i e s  and s e r v i c e s .

* Sec. 2. AS 4 4 . 8 3  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

A R T I C L E  08. T E L E C O M M U N I C A T I O N S  R E V O L V I N G  L O A N  FUND.

Sec. 4 4 . 8 3 . 4 0 0 .  R E V O L V I N G  L O A N  F U N D  C REATED. The t e l e c o m m u n i c a­

tions r e v o l v i n g  loan f u n d  is c r e a t e d  in the A l a s k a  P o w e r  A u t h o r i t y .

Sec. 4 4 . 8 3 . 4 1 0 .  P O W E R S  A N D  D U T I E S  OF T H E  A U T H O R I T Y .  (a) T h e
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authority shall formulate procedures and adopt regulations to implement 

AS <-4.83.400 - 44.83.490 in consultation with the Alaska Public Utili-(^ 

tiec Commissyibny .The— procedur es a n d -regu r̂&bie-ns-,— including, economic (

4 y/ ^  r i n ^ a x ^ i ^ e audpeiiieiiLs^ ^ r '  ltrau'5"^ will— conform —̂ to— the— e x t e n t  |

5̂  ) / ]  f i a s ^ ^ ^ T ^ g o ' ^ r o c e c i w f g g " ~ a n d ^ r e g u l a t i o n s  a d o p t e d  by ur a p p l i c a b l e  to- the )

6 / federaJL-Rur^— EiecLrffication ft%~ency in accordance— wrth the— Rural (

7 \ Eleet-r-i-fî rairron Ac4^t>-f 1936. as amended 1  /— UrS-rC,— sec. 921 et^so^7.). J

8 (b) T h e  a u t h o r i t y  m a y

9 (1) s u b j e c t  to a p p r o v a l  b y  the A l a s k a  P u b l i c  U t i l i t i e s

10 C o m m i s s i o n ,  m a k e  loans f r o m  the t e l e c o m m u n i c a t i o n s  r e v o l v i n g  lo a n  fu n d

11 to a p u b l i c  t e l e c o m m u n i c a t i o n s  u t i l i t y  to f i n a n c e  or r e f i n a n c e  c a p i t a l

12 i m p r o v e m e n t s ,  p l a n t  and f a c i l i t i e s ,  and to i m p r o v e  a n d  e x p a n d  s e r v i c e s ,

13 if o t h e r  c r e d i t  is not r e a d i l y  a v a i l a b l e  f r o m  p r i v a t e  or f e d eral l e n d i n g

14 i n s t i t u t i o n s ;

15 (2) ma k e  loans, s u b j e c t  to a p p r o v a l  b y  the A l a s k a  P u b l i c

16 U t i l i t i e s  C o m m i s s i o n ,  f r o m  the t e l e c o m m u n i c a t i o n s  r e v o l v i n g  loan fu n d

17 to a p u b l i c  t e l e c o m m u n i c a t i o n s  u t i l i t y  to m e e t  s h o r t - t e r m  or i n t e r i m

18 c a p i t a l  n e e d s  b e f o r e  r e c e i p t  b y  the u t i l i t y  o f  l o n g - t e r m  loans;

19 (3) c o n s u l t  w i t h  a p p r o p r i a t e  f e d eral a g e n c i e s  and o t h e r

20 l e n d i n g  i n s t i t u t i o n s  w h i c h  m a k e  loans to p u b l i c  u t i l i t i e s  in the s t a t e

21 c o n c e r n i n g  polic i e s ,  r e g u l a t i o n s  and p r o c e d u r e s  to c a r r y  out the p r o -

22 v i s i o n s  of AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 4 9 0 ;

23 (4) d e s i g n a t e  a g e n t s  and d e l e g a t e  p o w e r s  to th e m  as is

24 n e c e s s a r y ;

25 (5) r e q u i r e  b o n d s  and u n d e r t a k i n g s  f r o m  p e r s o n s  e m p l o y e d  by

26 the a u t h o r i t y  as n e c e s s a r y ,  and p a y  the p r e m i u m s  o n  the b o n d s  a n d

27 u n d e r t a k i n g s ;

28 (6 ) e s t a b l i s h  a m o r t i z a t i o n  p l ans as p r o v i d e d  in AS 4 4 . 8 3 . -

-22- 440(c).
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Sec. 4 4 . 8 3 . 4 2 0 .  E L I G I B I L I T Y  FOR L O A N S .  A p u b l i c  t e l e c o m m u n i c a­

tions u t i l i t y  is e l i g i b l e  for a lo a n  u n d e r  AS 4 4 . 8 3 . 4 1 0  if

(1 ) it is a p u b l i c  u t i l i t y  for f u r n i s h i n g  t e l e c o m m u n i c a t i o n s  

s e r v i c e  u n d e r  AS 4 2 . 0 5 . 7 0 1 ( 2 ) ( B ) ;

(2 ) at the time of a p p l i c a t i o n  for a loan it is s e r v i n g  the

p u b l i c  u n d e r  a c e r t i f i c a t e  of p u b l i c  c o n v e n i e n c e  and n e c e s s i t y  i s s u e d

b y  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n ;

(3) in the j u d g m e n t  of the a u t h o r i t y

(A) the p u b l i c  t e l e c o m m u n i c a t i o n s  u t i l i t y  shows a 

d e f i n i t e  p o t e n t i a l  for p r o v i d i n g  i m p r o v e d  or e x p a n d e d  s e r v i c e  in 

the c o m m u n i t y  or s e r v i c e  a r e a  it serves, or o t h e r w i s e  r e q u i r e s  the 

f i n a n c i n g  to m a i n t a i n  a d e q u a t e ,  e f f i c i e n t  and safe s e rvice;

(B) the u t i l i t y  wil ‘ be able to r e p a y  the loan;

(C) the u t i l i t y  h a s  s a t i s f i e d  r e q u i r e m e n t s  i m p o s e d  by 

r e g u l a t i o n  of the a u t h o r i t y .

Sec. 4 4 . 8 3 . 4 3 0 .  A P P R O V A L  OF L O A N S .  (a) A loan m a y  not be m a d e

by  the a u t h o r i t y  u n d e r  AS 4 4 . 8 3 . 4 1 0  u n t i l  the loan has b e e n  a p p r o v e d  by 

the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  u p o n  f i n d i n g s  that

(1 ) the a p p l i c a n t  is w i l l i n g  and able to p r o v i d e  the s e r v i c e s  

for w h i c h  the f a c i l i t y  to be f i n a n c e d  b y  the loan is needed;

(2 ) the f a c i l i t y  to be f i n a n c e d  b y  the loan and the s e r v i c e s  

to be p r o v i d e d  are r e q u i r e d  for the c o n v e n i e n c e  and n e c e s s i t y  of the 

p u b l i c  and will r e s u l t  in an i m p r o v e m e n t  of service; and

(3) g r a n t i n g  the lo a n  w i l l  not r e s u l t  in an u n r e a s o n a b l y  

a d v e r s e  impact on a ra t e  or r a t e  s t r u c t u r e  r e g u l a t e d  b y  the A l a s k a  

P u b l i c  U t i l i t i e s  C o m m i s s i o n .

(b) F i n d i n g s  u n d e r  this s e c t i o n  s h a l l  be m a d e  in a c c o r d a n c e  w i t h  

r e g u l a t i o n s  a d o p t e d  u n d e r  AS 4 2 . 0 5 . 1 5 1 .  T h e  A l a s k a  P u b l i c  U t i l i t i e s  

C o m m i s s i o n  s h all a p p r o v e  or d e n y  a loan a p p l i c a t i o n  w i t h i n  90 da y s

-3- CSHB 165 (L&C)
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a f t e r  it is s u b m i t t e d .

Sec. 4 4 . 8 3 . 4 4 0 .  C O N D I T I O N S  A N D  L I M I T A T I O N S  O N  LO A N S .  (a) A  l o a n  

to a p u b l i c  t e l e c o m m u n i c a t i o n s  u t i l i t y  u n d e r  AS 4 4 . 8 3 . 4 1 0  m a y  n o t

A A
e x c e e d  $ 5 , 0 0 0 , 0 0 0 .

0 (b) A l o a n  m a d e  undcrt AS 4 4 . 8 3 . 4 1 0  s hall be o n  t e rms and c o n d i -  

■'rbns e s t a b l i s h e d  ptr k r S g u l a t i o n  of  the a u t h o r i t y  and -9-hd>i-£  be s e c u r e dor
usy collateral equa 1 irt^faTr market value^ to at least) ?-5— pe-rcent of the, 

loan. / 7 W  ‘ ^  , ' r  ( p S ^ /  )

LA-L 20A

(c) A m o r t i z a t i o n  p l ans for the r e p a y m e n t  of a loan m a d e  u n d e r  

AS 4 4 . 8 3 . 4 1 0  m a y  not e x c e e d  30 years. T h e  rate of i n t e r e s t  c h a r g e d  on

the u n p a i d  b a l a n c e  m a y  not e x c e e d  the r a t e  of i n t e r e s t  w h i c h  the s t a t e  

a g r e e d  to p a y  on the mo s t  r e c e n t  g e n e r a l  o b l i g a t i o n  b o n d s  i s s u e d  b e f o r e  

t he a p p l i c a t i o n  for the loan.

(d) A loan m a y  not be m a d e  u n t i l  an i n v e s t i g a t i o n  a n d  an e c o n o m i c  

f e a s i b i l i t y  s t u d y  are c o n d u c t e d  and, as a r e s u l t  of the i n v e s t i g a t i o n  

a n d  study, the a u t h o r i t y  d e t e r m i n e s  that the loar. is e c o n o m i c a l l y  

sound, that the u t i l i t y  wi l l  be f i n a n c i a l l y  s e l f - s u s t a i n i n g ,  and the 

l o a n  w i l l  be f ully a m o r t i z e d  in a c c o r d a n c e  w i t h  the terms and c o n d i t i o n s  

of the loan. The e c o n o m i c  f e a s i b i l i t y  s t u d y  shall be c o n d u c t e d  b y  the 

a u t h o r i t y  s t a f f  or b y  c o n s u l t a n t s ,  e n g i n e e r s  or o t h e r  t e c h n i c a l  e x p e r t s  

a p p r o v e d  by  the a u t h o r i t y .

(e) To f a c i l i t a t e  its d e t e r m i n a t i o n  u n d e r  (d) of this s e c t i o n  the 

a u t h o r i t y  m a y  by r e g u l a t i o n  r e q u i r e  an a p p l i c a n t  for a loan to f u r n i s h  

s y s t e m s  studies, l o n g - r a n g e  e c o n o m i c  for e c a s t s ,  f i n a n c i a l  data, and

t e c h n i c s  i n f o r m a t i o n ,  and, if a lo a n  is p a r t i c i p a t e d  in by a f i n a n c i a l

_  G 1 ° i n s t i t u t i o n  in an a m o u n t  not less th a n  K L . p e r c e n t  of the total a m o u n t

loan, the a u t h o r i t y  m a y  c o n s i d e r  the i n v e s t i g a t i o n  and e c o n o m i c  

f e a s i b i l i t y  s t u d y  m a d e  or a c c e p t e d  b y  the f i n a n c i a l  i n s t i t u t i o n  as a 

b a sis for its p a r t i c i p a t i o n .

-4- CSHB 165(L&C)
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(f) If a f i n a n c i a l  i n s t i t u t i o n  p a r t i c i p a t e s  in a lo a n  m a d e  u n d e r  

AS 4 4 . 8 3 . 4 1 0 ,  it m a y  e l e c t  to a d m i n i s t e r  and s e r v i c e  the loan for a 

r e a s o n a b l e  fee not e x c e e d i n g  o n e - h a l f  of o n e  p e r c e n t pP-'HifL'13™ / L o w *

(g) T h e  st^ite a n d  the p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u t i o n  shall 

e a c h  h a v e  a l l i e n  o n  the c o l l a t e r a l  or s h a r e  the c o l l a t e r a l  to the

e x t e n t  of t heir r e s p e c t i v e  p a r t s  of the total loan. The a u t h o r i t y  m a y

s u b o r d i n a t e  a l l i e n  on c o l l a t e r a l  s e c u r i n g  a loan u n d e r  this c h a p t e r  to
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LA--l  :

I

a lien o f  the f e d e r a l  R u r a l  E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n .

(h) N o t w i t h s t a n d i n g  (d) of this s ection, if an a p p l i c a t i o n  for a 

l o a n  to a p u b l i c  t e l e c o m m u n i c a t i o n s  u t i l i t y  has b e e n  a p p r o v e d  b y  the 

fe d eral Rural F.lectrification A d m i n i s t r a t i o n  and, due to lack of money, 

the l o a n  will not be m a d e  as a p p r o v e d ,  the a u t h o r i t y  m a y  a c c e p t  a p p r o v a l /  

o f  the loan b y  the f e d e r a l  R u r a l  E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n  as j 

e v i d e n c e  of e c o n o m i c  f e a s i b i l i t y  and as a b a s i s  for a w a r d i n g  a loan \ 

u n d e r  AS 4 4 . 8 3 . 4 1 0 .  A ,loan a w a r d e d  u n d e r  this s e c t i o n  m a y  not be for ^  

an  a m o u n t  g r e a t e r  than the a m o u n t  of the loan w h i c h  was a p p r o v e d  b y  the^) 

R u r a l  E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n .

Sec. 4 4 . 8 3 . 4 5 0 .  A D M I N I S T R A T I O N .  M o n e y  loaned u n d e r  AS 4 4 . 8 3 . 4 1 0

\
shall be d e l i v e r e d  to the b o r r o w e r  in the form of a w a r r a n t  d r a w n  on

the treas u r y ,  a n d  c h a r g e d  a g a i n s t  the t e l e c o m m u n i c a t i o n s  r e v o l v i n g  loan 

fund. U p o n  r e p a y m e n t  of a loan in a c c o r d a n c e  w i t h  the p r e s c r i b e d  

terms, or u p o n  l i q u i d a t i o n  b y  f o r e c l o s u r e  or o t h e r  p r ocess, or u p o n  

r e c e i p t  of i n t e r e s t  or o t h e r  rev e n u e ,  the m o n e y  r e c e i v e d  shall be

t u r n e d  e v e r  to the a u t h o r i t y  for d e p o s i t  in the t e l e c o m m u n i c a t i o n s

r e v o l v i n g  loan fund.

Sec. 4 4 . 8 3 . 4 6 0 .  SALE OR T R A N S F E R  OF NOTES, M O R T G A G E S  AND O T H E R  

C O L L A T E R A L .  (a) The a u t h o r i t y  m a y  sell or t r a n s f e r  at par v a l u e  or at 

a p r e m i u m  or d i s c o u n t  to a b a n k  or p r i v a t e  p u r c h a s e r  for c a s h  or o t h e r

c o n s i d e r a t i o n  the notes, m o r t g a g e s  and c o l l a t e r a l  held b y  the a u t h o r i t y

-5- CSHB 1 6 5 (L&C)

\

/



WORK DRAFT PAPER WORK DRAFT PAPER WORK DRAFT PAPER

as s e c u r i t y  for loans m a d e  u n d e r  AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 4 9 0 .

Co) T h e  a u t h o r i t y  m a y  sell or t r a n s f e r  at par v a l u e  to the D e p a r t­

me n t  of R e v e n u e  the notes, m o r t g a g e s  and e t h e r  c o l l a t e r a l  h e l d  b y  the 

a u t h o r i t y  as s e c u r i t y  for loans m a d e  u n d e r  AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 4 9 0 .  

T h e  D e p a r t m e n t  of  R e v e n u e  m a y  p u r c h a s e  the notes, m o r t g a g e s  and o t h e r  

c o l l a t e r a l  so o f f e r e d ,  a l l o w i n g  the a u t h o r i t y  a o n e - h a l f  of o n e  p e r c e n t

s e r v i c e  fee.

f (c) T h e  a u t h o r i t y  s h a l l  p r o c e e d  to r e c o v e r  its i n t e r e s t s  in a 

loan w h i c h  is in d e f a u l t  in a c c o r d a n c e  w i t h  r e g u l a t i o n s  a d o p t e d  b v  t*hs 

a u t h o r i t y .  T h a j a u t h o r i t y  s lWll sell or trans fer\al 1 p h y s i c a l  c o l l a t e r a l

f x  \  \  ' x n cf
o b t a i n e d  througi 

a f t e r  r e c e i v i n g  \titl<l. \&4Vi.ng 

the a u t h o r i t y ,  n n V t n e r  p u b l i c  

tical s u b d i v i s i o n  of the stateVmay' not

h e l d  as c o l l a t e r a l ,  but a p r i v a t e  i L't^itfay be d e s i g n a t e d  by the 

a u t h o r i t y  u p o n  a p p r o v a l  o f  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  to

to h nongpvernmentoakiUrhtiCty w i t h i n  41r-'days'7/''M' 

L  X & u r i n g  /the p p n ^ ^ c y | o f  a d e f a u l t  p r o c e e d i n g ,

ion, a ^ t a t o  agency, or a p oli-

acilities. w h i c h  are 
^4

o p e r a t e  f a c i l i t i e s  h e l d  as c o l l a t e r a l  d u r i n g  the p e n d e n c y  of a d e f a u l t  

p r o c e e d i n g .  r ' ^  j £ _  O '1— r

Sec. 4 4 . £ 3 . 4 7 0 .  G U A R A N T E E S  OF LOANS. (a) The a u t h o r i t y  may

rith /stae n t e r  into a g r e e m e n t s  wa_t ;tate d e p a r t m e n t s  and a g e n c i e s ,  p r i v a t e

b a n k s ,  oth«/r l e n d i n g  i n s t i t u t i o n s ,  and i n d i v i d u a l s  fpr the p u r p o s e  of

* g u a r a n t e e i n g  loans m a d e  jio q u a l i f i e d  p olic t e l e c o m m u n i c a t i o n s  u t i l i­

t y
i t i e s . ^ / T h c  g u a r a n t e e s / m a y  net e x c e e d  90 p e r c t n z  of the a m o u n t  loaned

and ^ h e  loans s h a l l / b e  s e c u r e d  in the same (frumner as p r o v i d p d  for

I
d i r e c t  loans u n d e r  AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 4 9 0 .

(b) A loan m a d e  u n d e r  AS 4 4 . 8 3 . 4 1 0  a n ^ g u a r a n t e e d  b y  t,he s t a t e  
#

s h a l l  be a r  an i n t e r s t  rate on the u n p a i d  b a l a n c e  not exjeeeding the 

r ^ t e  of i n t e r e s t  w h i c h  the state a g r e e d  to pay on Jdne. m o s t  r e c e n t  

g e n e r a l  ojxfigation b onds issued />e.fore the a p p l i c a t i o n  for the loan.

-6- CSHB 165(L&C)
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1 Sec. 4 4 . 8 3 . 4 8 0 .  P R O C E E D I N G S  A N D  R E G U L A T I O N S .  The A d m i n i s t r a t i v e  

P r o c e d u r e  Act (AS 44.62) g o v e r n s  all p r o c e e d i n g s ,  a n d  the a d o p t i o n  of 

r e g u l a t i o n s ,  u n d e r  AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 4 9 0 .

Sec. 4 4 . 8 3 . 4 9 0 .  D E F I N I T I O N .  In AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 4 9 0  " a u t h o r­

ity "  m o a n s  the A l a s k a  P o w e r  A u t h o r i t y .

Sec. 3. T h i s  Act takes e f f e c t  J u l y  1, 1981.

LA-L 20A
-7- CSHB 165(L&C)
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I. Q U A L I F I C A T I O N S  O F  T H E  A U T H O R

S i n c e  r e c e i v i n g  m y  P h .D. in 1 9 6 0 ,  I h a v e  b e e n  o n  t h e  

f a c u l t y  at t h e  U n i v e r s i t y  o f  I l l i n o i s  a n d  a t  S t a n f o r d  

U n i v e r s i t y ,  w h e r e  I w a s  P r o f e s s o r  of  C o m m u n i c a t i o n  u n t i l  1979. 

I a m  n o w  v i c e - p r e s i d e n t  of  E q u a t o r i a l  C o m m u n i c a t i o n s  C o m p a n y ,  

a c o m p a n y  c o m m i t t e d  to  t h e  d e v e l o p m e n t  a n d  i m p l e m e n t a t i o n  o f  

s a t e l l i t e  a n d  c o m p u t e r  t e c h n o l o g i e s  i n  w a y s  t h a t  s h o u l d  

l o w e r  t h e  c o s t  of  r u r a l  a n d  o t h e r  " t h i n  r o u t e "  u a t a  c o m­

m u n i c a t i o n s  .

D u r i n g  t h e  l a s t  t e n  y e a r s  o f  m y  a c a d e m i c  c a r e e r  I 

s p e c i a l i z e d  in m e a s u r i n g  t h e  s o c i a l  a n d  e c o n o m i c  b e n e f i t s

t
o f  r u r a l  t e l e c o m m u n i c a t i o n s ,  i n c l u d i n g  a m a j o r  p r o g r a m  in 

t h e  1 9 7 0 s  t h a t  l e d  t o  100 r u r a l  A l a s k a  c o m m u n i t i e s  r e c e i v i n g  

t e l e p h o n e  s e r v i c e  for t h e  f i r s t  ti.re. I a u t h o r e d  o r  e d i t e d



three books, including Handbook of Communication, and ovei? 

fifty articles and am on the editorial board of Telecom­

munications Policy. I have served as a consultant on com­

munications policy to national and state governments, in­

cluding the U.S. delegation to the World Administrative
C,:\* #r

Radio Conference, and international bodies, including the 

International Telecommunication Union. • •

II. INTRODUCTION :

My research and the research of my colleagues on the 

role of telecommunications services in economic and social 

development have provided certain findings which may assist 

you in your analysis of the Rural Electrification Adminis­

tration's Telephone Loan Programs. I will briefly summarize 

these findings under three points.' First, there are demon­

strable benefits for regional and national economies from 

investments in rural telecommunications facilities in terms 

of increased efficiency in the organization cf economic, activ­

ity leading to increased productivity. I have estimated that 

the benefits of these programs to the United States economy 

are between six and seven times their costs. Next, there 

are demonstrable benefits for the quality of life in regions 

and nations from investments in rur^l telecommunications fa­

cilities in terms of increased availability and cost-effec- 

tiveness in the delivery of social services such as health 

and education. Finally, because these benefits are, to a 

considerable extent, what economists call external



(as opposed to'internal' or private) benefits, government 

intervention, such as in the form of the REA Telephone 

Loan Programs, is required for the optimal amount of in­

vestment in rural telecommunications facilities to be #
. . .  I*** * •' * * ‘ . .. .  i  .. .. -• . • •••.*#• ^  • • - *• * * * * *

m a d e . .

III. CONTRIBUTIONS OF RURAL TELECOMMUNICATIONS 
ECONOMIC EFFICIENCY AND PRODUCTIVITY

Rural telecommunications systems increase economic 

efficiency and productivity. Telephones improve the 

organization of economic activity.—^ Efficient 

production and marketing requires the coordination of 

economic units, which depends on the availability of ef­

fective, fast, and reliable communications systems at low 

prices. . ,A subscriber increases his efficiency and pro­

ductivity through telephone services; these gains are his private 

benefits from subscribing. Also, subscribers throughout a nation 

increase their productivity from their ability to communicate 

with one subscriber through telephone services; these gains 

are the external benefits from that subscriber's decisi ,n to

1/ S e e , e . g ., F. Parker, An Information-Based Hypothesis,
23 J. Communication 81 (1978); A. Hardy, The Role of 
the Telephone in Economic Development, 4 Telecommuni­
cations Policy 273 (1900); B. Wellenius, Telecommuni­
cations in Developing Countries, 1 Telecommunications 
Policy 239 (1977); H. Hudson, D. Goldschmidt, E. 
Parker, and A. Hardy, The Role of Telecommunications 
in Socio-Economic Development: A Review of the Litera­
ture with Guidelines for Further Investigation (1979).

i , ..........



j o i n  t h e  n e t w o r k .  N u m e r o u s  c a s e  s t u d i e s  h a v e  s h o w n  t h a t  

t e l e p h o n e s  c o n t r i b u t e  to r e g i o n a l  a n d  n a t i o n a l  e c o n o m i c  

d e v e l o p m e n t .  B o t h  d e v e l o p i n g  a n d  d e v e l o p e d  c o u n t r i e s  h a v e  

r e a l i z e d  e c o n o m i c  b e n e f i t s  f r o m  i n v e s t m e n t s  in t e l e p h o n e  

f a c i l i t i e s .

I r e c e n t l y  supervisee' t h e  P h . D .  d i s s e r t a t i o n  o f  A n d r e w

H a r d y .  H a r d y ' s  a n a l y s i s  o f  t h e  e c o n o m i c  b e n e f i t s  o f

t e l e p h o n e  s e r v i c e s  f o c u s e d  o n  t h e i r  i m p a c t s  o n  g r o s s  d o m e s t i c

p r o d u c t ,  w h i c h  c a p t u r e s  b o t h  p r i v a t e  a n d  e x t e r n a l  b e n e f i t s .

H i s  w o r k  w e n t  b e y o n d  t h e  p r e v i o u s l y  e s t a b l i s h e d

c o r r e l a t i o n  b e t w e e n  t h e  n u m b e r  of  t e l e p h o n e s  p e r  c a p i t a

a n d  t h e  s i z e  of the g r o s s  d o m e s t i c  p r o d u c t .  He'was'Table

po d e m o n s t r a t e  t h e  c a u s a l  s e q u e n c e  of  t h a t  r e l a t i o n s h i p ,

e s t a b l i s h i n g  t h a t  an. i n c r e a s e  in t h e  a m o u n t  of  t e l e p h o n e

4 s e r v i c e  a t  o n e  p o i n t  in t i m e  l e a d s  .to a n  i n c r e a s e  in the

size' o f  t h e  e c o n o m y  at a. l a t e r  time.' H e  f o u n d  t h a t  a o n e

p e r c e n t  i n c r e a s e  in t h e  n u m b e r  o f  t e l e p h o n e s  p e r  c a p i t a

in t h e  U n i t e d  S t a t e s  a n d  VJestern E u r o p e  in the p e r i o d  1 9 5 0 -

1 9 5 5  a c c o u n t e d  for a t h r e e  p e r c e n t  i n c r e a s e  in o e r  c a p i t a

•2/
i n c o m e  in t h e  p e r i o d  1 9 5 5 - 1 9 6 2 .

I m p r o v e m e n t s  in t e l e c o m m u n i c a t i o n s  s e r v i c e s  a r e  l i k e l y

t o  y i e l d  g r e a t e r  e c o n o m i c  b e n e f i t s  in r u r a l  t h a n  in u r b a n
✓

a r e a s .  T r a n s p o r t a t i o n  a n d  o t h e r  c o m m u n i c a t i o n s  m e d i a  a r e  

b e t t e r  s u b s t i t u t e s  f o r  t e l e c o m m u n i c a t i o n s  in h i g h e r  d e n s i t y

2/ A. H a r d y ,  T h e  R o l e  o f  the T e l e p h o n e  in E c o n o m i c  D e­
v e l o p m e n t  A p p e n d i x  C (Ph.D D i s s e r t a t i o n ,  S t a n f o r d  
U n i v e r s i t y ,  1979).



arec.s. Increases in the cost of energy have heightened the

ecor.omic benefits of substituting telecommunications for

. 1 /
costly travel and thereby conserving energy resources. 

Furthermore, the information flows facilitated by telecom­

munications services can make other uses of energy more 

efficient.

Hardy showed that the impact of telephone service on

V
gross domestic product increases as density declines.

U s -' ig World Bank and other statistical data from sixty coun­

tries over the period from 1960 through 1973, Hardy estab­

lished that an increase of one telephone per hundred people 

in locations already having eighty telephones per one hun­

dred people led to a .01% increase in gross domestic product 

(GDP) the following year. The same increase of one tele­

phone per hundred people in areas with twenty telephones 

per hundred led to a much larger .09% increase in gross dom­

estic product in the following year.

A somewhat rough, but suggestive application of Hardy's 

■analysis to the U.S. suggests that the benefits of the REA 

program are substantial. REA Telephone Loan Programs have 

advanced about $3.9 billion in funds at reduced interest

2 /  SeC' / National Transportation Policy Study Com­
mission (The Impact of Telecommunications on Trans­
portation Through The Year 2000 45 (1978); Hudson, 
supra, 25.

4/ Hardy, supra, Appendix C. Note that the statistical
analysis reported here was on data for a different set
of countries and years than the analysis reported on
page 4, supra.



rates toward initial telephone service for 2,882,568 sub- 

s c r i b e r s a n d  improved service for'1,657,622'subscribers.“

REA borrowers served 6,3 35,312 telephones; 3.6'percent of the 

telephones in the United States in' 1979. —  If one assumes 

that, but for the REA Telephone Loan Programs, the initial 

subscribers "served by REA borrowers would not now be

receiving’ service and if one assumes, quite conservatively,
/

that each of these subscribers accounts for only one tele­

phone, the stock of telephones in the U.S. would be reduced

7/
by 1.1 per one hundred people.—

Hardy's analysis snows that a penetration level of 80%—  

close to the U.S. national ratio of telephones to population—  

implies that such a reduction in the stock of telephones would 

reduce the GDP growth by approximately 0.011 percentage 

points. That is, if the 1979 stock of telephones in the 

U.S. had been lower by 1.1 per one hundred people, 1980 GDP 

would have been about $283 million less than the actual

5/ R E A , 1979 Annual Statistical Report: Rural Telephone
Borrowers xxiv, xxiil, xxiv. The number of subscribers 
who actually received initial telephone service as a 
result of the REA Telephone Loan Programs at the end of 
1979 is estimated for purposes of the following analysis 
at 2.4 million, due to the time required to complete 
construction.

6/ Ibid, xv; Federal Communications Commission, Statistics 
of Communications Common Carriers: 1979 7.

7/
- The U.S. population in 1979 was 221 million and the 

national ratio of telephones to population was 79%.
FCC, s u p r a , 7. The estiamte of 1.1 telephones per 100 
people in 1979 was based on the assumption of 2.4 
million initial subscribers. See note 5, supra.



level of $2,576.5 billion.. ..This loss of GDP would in-
•   * ’«

crease each year. The increments in GDP attributabl* to

the REA Telephone .Loan Programs mean more jobs and higher

. productivity for Americans,...; . •....

. Since.the penetration of telephones is lower in -
•'  *..... ‘ ' 9/

rural areas than, in the nation as a whole, .. the 80%

/
penetratipn estimate may be inappropriate for

evaluating the value of telephone service provided by REA

borrowers. I have not found data on the population of

areas served by telephone companies borrowing from the

REA; but, available data show that the ratio of telephones

to main stations in the REA areas is 23% lower than the
1 0 /

national average. Suppose that the ratio of telephones

8/

8/ U.S. Department of Commerce, Fourth Quarter 1980 Gross 
National Product (Revised).(March 18, 1981). The 
calculation of GDP gain in 1980 attributable to the 
REA Telephone Loan Programs may understate their 
economic benefits in three ways. First, in contrast to 
the one telephone per new subscriber assumed by this 
calculation, the average number of telephones per sub- 
sex \ber served by telephone companies borrowing from 
REA-in 1979 was 1.56. REA, supra, xv. Second, in 
contrast to the assumption that the REA programs have 
only had an impact on the number of telephones for sub­
scribers receiving initial service, clearly the loans 
for improved telephone service have also affected the 
number of telephones in rural areas. Third, Hardy's 
analysis shows that the increment in telephones attri­
butable to the REA programs prior to 1979 would affect 
1980 GDP directly as well as through their effects on 
1979 GDP and on GDP in earlier years; only the former 
effect was accounted for in this calculation.

9/ L. Perl, Economic and Demographic Determinants of Resi­
dential Demand for Basic Telephone Service Table 4 (1978).

10/ REA, supra, xv; FCC, supra, 32.



to population in areas served by REA borrowers is 60% rather

than the national average of 79%. Then, using Hardy's results,

the GDP gain attributable to the REA Telephone Loan Programs

would be about $850 million in 1980 and growing each year.

Moreover, the benefits of the Telephone Loan Programs

are substantial even if attention is restricted to recently

approved REA telephone financing. In 1978, the REA approved

financing of $311 million toward initial service for 180,518

11/
subscribers and improved service for 71,199 subscribers. 

Supposing that 180,518 new telephones in 1979 are attribut­

able to these loans, the resulting 1980 GDP gains are esti­

mated by $20 million at 80% penetration and $60 million at 

60% penetration.

Analyses such as Hardy's have led me to write that tele­

communications may be the most important component of region­

al economic infrastructure, possibly more so than transporta-12/
tion or electrification, for rural economic growth. The

benefits to rural economic qrowth are of two forms. First, 

new activities and enterprises are made possible in rural 

areas by investments in telecommunications facilities. Second, 

improved telecommunications services increase the efficiency 

of existing agricultural and non-farm rural enterprises.

11/ REA, supra, vii. 

12/ Parker, supra, 83.



The economic benefits from telephone services require, 

as a necessary condition, connection to the telephone net­

work. However, access alone does not exhaust the economic 

benefits that can be derived from telephone services. In- 

creased economic efficiency can be gained by: (1) improving 

the reliability of telephone services, such as by installing 

buried cable; (2) improving the availability and confiden­

tiality of telephone.services, such as by providing single­

party services; and (3) improving the capabilities of tele­

phone services, such as by providing broadband (cable) and 

digital services.

Clearly, the ability of rural telephone companies to 

borrow from the REA at reduced interest rates for financing 

investments to provide service to new subscribers and to 

improve the quality and range of services to others has had 

important benefits to the nation's economy. As noted above, 

the REA Telephone Loan Programs may have raised 1980 GDP by 

as much as $850 million. This sum far exceeds any estimate 

of the cost of the program. Suppose that the cost to the 

Federal Government in interest support for the REA Telephone 

Insured Loans was 5.6% and for the Rural Telephone Bank Loans



  13/
was 1.2% for outstanding loans at the end of 1979. The

outstanding’ principal balances at the end of 1979 of REA

Telephone Insured Loans and RTB Loans were $2.16 billion and

.............. . . . 14/
$0.77 billion, respectively. ■' From these data, the cost " 

to the’ federal government in interest support for’ the Tele­

phone Loan Programs can be estimated at $130 million in 1979. 

The possible benefits in expanded gross domestic product

from the Telephone Loan Programs are between six and seven

• 1 .

times as large as the cost to the federal government in 

interest support.

13/ The 5.6% interest support for the REA Telephone Insured 
Loans was estimated by the difference between the 2.5% 
weighted average for total funds advanced through this 
program at the end of 1979 and the 8.1% interest charged 
on total interest bearing public debt in 1979. REA, 
supra, v i i ; U.S. Treasury Department , Treasury Bulletin 
Table F D-2 (Feb. 19 81).. The 1.2% interest support for* the 
Rura.t Telephone Bank Loans was estimated by the difference } 
ween the 7.3% average interest rate for RTB funds advanced 
from January 1, 1975 to January 1, 1980 and the 8.5% 
average interest charge paid by the RTB for funds obtained 
from January i, 1975 to January 1, 1980. (Data supplied 
by REA.) Funds advanced through the REA Telephone Guar­
anteed Loan Program are charged a rate of interest slightly 
greater than the Federal- Financing Bank's cost of capital 
and there have been no defaults, resulting in no costs 
to the federal government for this program.

14/ REA, s u pra, xxv, xxvi.



•• As impressive as this result is,; the costs of the v.

programs to the. federal government were overstated., in. this

calculation. The REA Telephone borrowers oaid $196.million
15/

in taxes in 1979 to local, state and federal governments.

:The REA Telephone. Loan. Programs have increased the .taxable

income of rural telephone companies by expanding the number
&  -

of subscribers served, raising the quality and utilization ' • 

of their services, and lowering their capital costs... Con­

sequently, a substantial portion of the annual interest cost 

to the federal government is returned through higher income 

tax paymer.es by the borrowers. Furthermore, the stimulus 

of the loans to economic activity results in additional tax 

revenues to the federal government, possibly making the REA 

Telephone Loan Programs net contributors to the federal 

treasury.

As the United States attempts to increase its economic 

efficiency and productivity or "re-industrialize," full 

advantage should be taken of the ability of improved rural 

telephone services to contribute to economic development 

and energy conservation.

15 REA, supra, xxiv.



I V .  CONTRIBUTIONS OF RURAL TELECOMMUNICATIONS TO EFFICIENT 
DELIVERY OF SOCIAL SERVICES

Telecommunications services can increase the social

benefits from resources devoted -to such activities as health
16/ • •• 

care and education. - Social service delivery can be in­

creased and made more cost-effective with telephone and 

cable services by extending the geographic range of insti­

tutions such as hospitals and colleges, p 'ding training 

and consultative support for field pe~sonnel, and enhancing 

the coordination of community and regional activities.

With telecommunications services, scarce resources can be 

utilized more efficiently and by more people with reduced 

travel expenses and time requirements.

My studies in Alaska found a significant increase in 

the quality of health care resulted from the addition of 

reliable voice communications linking village paraprofes- 

sional health aides with distant supervising physicians of
17/

the U.S. Public Health Service. These considerations

favor investments in rural telecommunications facilities 

especially because rural areas are characterized by a

-12-

16/ 'See, e . g . , Hudson, supra, 8-10; The Cabinet Committee on 
Cable Communications, Cable: Report to the President 
46-47 (1974 ) .

17/ H. Hudson and E. Parker, Medical Communication in 
Alaska by . Satellite, 289 New England ~J~. Medicine 
1351 (1973).



deficiency in the supply of social services and great 

distances for people to obtain the services that are 

supplied.

The Reagan Administration has. proposed substantial 

cutbacks in the federal government's social expenditures.,

I
Improvements in telecommunications facilities increase 

the benefits from social service expenditures and should 

be considered in the search for ways to derive the maximum 

socicJ benefit from resources devoted to social services. 

Improved telecommunications services can lead to productiv­

ity ga-'ns in public sector services as well as private 

sector enterprises.

V. REQUIREMENT OF GOVERNMENT INTERVENTION TO OBTAIN THE 
OPTIMAL INVESTMENT IN RURAL TELECOMMUNICATIONS 
FACILITIES

The economic and social benefits of investment in tele­

communications facilities are not confined to individual sub­

scribers or users of telecommunications services. Entire
18/

regions and nations derive benefits from the investments.

The contributions of these investments to improved productiv­

ity for geographically widespread existing and future enter­

prises, health, and education result in what economists refer 

to as external benefits.

18/ S e e , e . g . , Hudson, supra, 39-42; Hardy, supra.



.-•The commercial marketplace responds to private, rather 

than public, (private plus external), benefits.. In the 

absence of government intervention, the telecommunications 

industry makes investment decisions by considering only-: 

what potential-subscribers or users would be willing to pay
i

.•.for . a ser.vic j . The commercial marketplace will make invest­

ments when the private benefits exceed the facilities' costs, 

but not when the publi c benefits exceed the costs and the 

private benefits are less than the costs. This calculation 

can lead to underinvestment in terms of social welfare since 

the public benefits from additional investments in tele­

communications facilities far exceed the private benefits.

Despite the efforts of the REA Telephone Loan Programs, 

underinvestment in telecommunications facilities is sug­

gested by the state of telecommunications facilities and 

services in rural areas in the United States. Some rural

areas have no telephone service or provide services at rates
19/

not affordable to rural citizens. Some subscribers are

limited to multiparty service provided by unreliable, in­

efficient facilities. The quality of telephone services in

19/ A recent study by REA showed that mont.hly single-party 
residence telephone rates in areas served by telephone 
companies borrowing from REA are 23S higher on average 
than rates for comparable service in rural areas served 
by the Bell System ;and various independent telephone 
companies not borrowing from REA. See Background Paper 
of National REA Telephone Association (March 13, 19 31) .



rural areas generally lags behind the services' received

by urban residents and businesses. Technological innovations

often are adopted by urban telephone systems long before they20/
spread to rural areas. • •••.•;

■>

■ While the"per subscriber cost of providing telephone 

service is usually higher i n .rural areas, the public benefits 

of rural services are also, higher. Certain economic’-and ■ 

social benefits to the nation could not be realized' if"’‘the 

nation relied solely on the commercial marketplace to supply 

capital for investments in rural telecommunications 

facilities. —

The conclusion that economists reach in this situation 

is that government intervention is required to obtain the 

optimal amount.of investment. It is widely recognized that, 

because of the economic and social external benefits of tele­

communications, there is a strong case for public investment
21 /

in rural telecommunications facilities. The RSA Telephone

Loan Programs have been designed to correct a failure of the 

commercial marketplace to serve-the public interest. Low-

20/ S e e , e . g . , W. Laer, Telecommunications Technology in the 
1 9 8 0 s , in G. Robinson (ed.), Communications for T o ­
morrow: Policy Perspectives for the 1980s 61, 105 (1978),

21/ See, e . g ., G. Robinson, Communications for the Fut u r e :
An Overview of the Policy Agenda, in Robinson, sup r a ,
467, 482-83; Hudson, s u p r a , 40.



interest REA loans decrease the cost of investments and 

increase the likelihood that investments which are de­

sirable from the perspective of the nation will be made. 

REA loans enable rural telephone companies to make 

economically and socially desirable investments.

Capital is needed to expand and improve ru:^1 tele­

communications services currently and in the future. The 

existing knowledge on the role of telecommunications 

.services in economic, and social development indicates 

that curtailment of low-interest loans from the REA Tele- 

pnone Loan Programs would be against the public interest.
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Official Business

( A l a s k a  J i t a l e  l e g i s l a t u r eHouse of Representatives
Pouch V 

State Capitol 
Jtmeau, Alaska 99811

April 15, 1981

PUBLIC SERVICE ANNOUNCEMENT 
FOR IMMEDIATE RELEASE

The House Labor and Commerce Committee will be holding 
a public hearing, that will be teleconferenced statewaide 
as well, on Friday, April 24, 1981. It will b e g i n  at 
1:00 p.m.; ending at 3 p.m. Pacific Standard Time.

Testimony will be received on HB 165, "An act creating 
the telecommunications revolving loan fund." T h i s  bill 
provides telephone companies a source of funding in 
anticipation of the possibility that federal R E A  funding 
will either be eliminated or severely reduced; it also 
provides for long-term, low interest loans.

Persons wishing to provide public testimony on the subject 
matter are invited to attend in Juneau, Behrends Bldg. 
'conference room, or at the local Legislative Information 
Office or Teleconference Center in their community.

For more information, contact the House Labor a n d  Commerce 
Committee, 465-3873, Representive Vero hurlbert:, Chairman.
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S T A T E  O F  A L A S K A  .

T H E  A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

® Before Commissioners: Carolyn S. Guess, Chairman
. Gordon J- Zerbetz

4  i . Marvin R. Weatherly
_ Susan M. Knowles
b !‘ Stuart C. Hall

„ In the Matter of the Application
*. of UNITED UTILITIES, INC., for a
o ! Certificate of Public Convenience

and Necessity.To Furnish Tele- 
g , communications•Services in the

Calista Region

1 1 the Matter of the Investigation
into the Financial Viability of

12 ■“ Phase III Village Construction in
the Calista Region by UNITED

13 UTILITIES, INC.

U-77-28 

ORDER NO. 9

U-81-22 

ORDER NO. 1

15 ORDER DENYING WITHOUT PREJUDICE PERMANENT
CERTIFICATION AND INSTITUTING INVESTIGATION INTO

16 THE FINANCIAL VIABILITY OF PHASE III VILLAGE CONSTRUCTION
*1

17 j. On January 2, 1981, the Commission received a

18 1 filing from UNITED UTILITIES, INC. (United), requesting that
I

19 ' the temporary conditional certificate for Phase III granted

2 0  j! in Order No. 7 of this proceeding be changed to permanent
|i

21 certification. The United filing set forth seven points

M i! , ,
^  i; which it believes justifies permanent certification. It

requested that the Commission grant permanent certification 

by January 31, 1981. On January 30, 1981, United filed

5 t • H additional documentation in support of its request.
R M ̂  O .1

2 ti 5 R \ On February 4, 1981, the Commission received a
> 3 < “< < . z 97
15 * “ i i; memorandum, a copy of v;hich is attached hereto as Appendix A

from the Commission Staff (Staff) setting forth a review 

and analysis of the United request.

28 "

29

30

31
U-77-28(9 ), U-81-22(l)(4/9/81)

3 2 Page 1 of 9



In support of its request, United alleges that its 

uncollectibles are reasonable; that its financial condition 

is sound; that most of its current financing needs are met 

through low-interest Rural Electrification Administration 

(REA) loans; and that inadequate toll connect facilities 

resulted in service not being extended to four villages. On 

its face, these appear to be assertions of management rather 

! than documented facts.

In addition, United avers that Phase III certifica- 

: tion is a requirement in order to allow United to secure REA

financing for these communities. This has not been the

Commission's experience. The REA has proceeded with requests 

i of Alaskan telephone utilities that have received temporary

or conditional certification. Only toward the end of the

i processing time of a loan application is the requirement for 

permanent certification a necessity. The Commission acknowl- 

1 edges the long leadtime required for construction in rural

Alaska as documented in United1s January 2, 1981, request.

However, the utility is aware that the Commission has artic­

ulated its concern regarding the viability of Phase II and 

Phase ]II construction in Order Nos. 7 and 8 in this Docket. 

The Commission in Order No. 8 in this matter denied permanent 

certification of Thase III villages and stated:

The financial sensitivity of United's
operation requires a longer and more 
stable track record before the Commis­
sion can determine when the Phase III 
construction program should commence.

To date, the utility has been and is involved in

an ambitious construction operation in twenty-four villages.

DI S C U S S I O N

J - 7 7 - 2 8 (9), U - 8 1 - 2 2 (1)
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Six village exchanges have been operational for less than 

two years; six village exchanges have been in service for 

approximately six months; construction in four villages is 

partially complete; and eight villages are scheduled for 

construction in 1981. This does not provide evidence that a 

"more stable track, record" has been established.

On the contrary, the United filings of January 2

and 30, 1981, provide information that reinforces the Commis

sion's concern-expressed in Order No. 8 , supra, that the

financial sensitivity of the utility's Phase II operation is

dependent on a number of factors that are not in evidence:

(1) the availability of long-term financing for Phase II at

a 5 percent or lower interest rate; and (2 ) the use of

interim financing for Phase II villages at a higher rate

only if there is assurance that low-interest financing can
«•

be secured within a year.

The Commission is concerned about the financial 

viability of United's Phase II operation as it affects the 

utility's entire undertaking-. A loan characteristic letter 

was submitted by United in its January 30, 1981, filing.

The letter indicates that REA has made a determination of 

t-he loan required to finance United's Phase II village 

construction. It does not grant approval of thesLoan. In 

addition, the letter states that a composite interest rate 

of 5.4 percent will be required for the "B" loan. The 

Commission ir aware that United is currently financing its 

Phase II construction wJ th interim debt in excess of the 

prime rate of interest. If its interim financing is in

U - 7 7 - 2 8 (9), U - 8 1 - 2 2 (1)
Page 3 of 9



effect for more than a year, another concern, noted in the 

Staff analysis of the financial feasibility of Phase II, has 

surfaced.

The very real question before the Commission at 

this time is whether United can survive the impact of interim 

financing levels currently in effect for its Phase II villages 

and what effect the proposed REA budget reductions by the 

current Federal administration will have on proposed interest 

rates and the approval of its Phase II loan and whether or 

not the utility intends to finance its Phase III village 

construction with REA financing and at what interest rate.

The Commission has received confirmation from REA of those 

loans approved and signed for Alaska telephone utilities.

Only United's "A" loan appears on the list that is appended 

to this Order as Appendix B.

The events to date reemphasize the responsibilities 

of the utility and the Commission to determine that the 

Phase III villages are a financially feasible part of United1s 

operation before permanent certification is awarded. There 

is no evidence on the record at this time to support such a 

finding.

In its February 4, 1981, memorandum, the Staff set 

forth its recommendation regarding United's request for 

permanent certification for Phase III villages. A copy of 

this report was sent to the utility's counsel by letter 

dated February 11, 1981. The suggested course of action 

recommended by Staff on page 2 of its report appears to be a 

reasonable approach to determine whether the utility has the 

rerources necessary for the Commission to make a finding

U - 7 7 - 2 8 (9), U - 8 1 - 2 2 (1)
Page 4 of 9



that permanent certification should be granted for the Phase 

III villages. The Staff review should not be limited to 

Phase III but should include a review of the total company 

including Phases I and II. United will be required to 

provide to the Commission the documentation required in 

recommendation Nos. 1, 3 and 4 of Staff's memorandum. In 

addition, the Commission will require United to provide 

proof of its debt financing for all three construction 

phases; the anticipated interim and long-term interest rates 

and source of debt for each phase along with documentation 

that its interest estimates, where applicable, are valid. 

Therefore, an order instituting an investigation into the 

request of United for permanent certification of its Phase 

III villages should be established Because of the reconsti­

tution of the Commission, Docket U-77-28 will be closed; all 

outstanding issues in that Docket will be subsumed in U-81-22, 

and official notice will be taken of the applicable record 

in U-77-28, under 3 AAC 48.150(g);

The Coirmission concurs with Staff that a financial 

and operational audit of the utility should be made and that 

Staff should review the quality of service presently being 

provided to Unitedrs consumers. The Commission assumes that 

the financial and operational audit of the utility will 

provide a composite proforma revenue requirement for Phase I 

(including Gambell and Savoonga) and Phase II as well as a 

stand-alone proforma revenue requirement.

The Commission agrees with United regarding the 

urgency to develop telecommunications to meet the needs in

U - 7 7 - 2 8 (9 ), U - 8 1 - 2 2 (1)
Page 5 o f  9



the rural areas of Alaska. To this end, the Commission 

believes it has extended every effort to United to assure 

its successful operation.

In Order No. 8 in this proceeding, the Commission 

offered the assistance of Staff to address the severe communi­

cation problems that exist in the Phase III communities and 

encouraged United and ALASCOM, INC. (Alascom), to begin 

discussions and creatively explore more immediate viable 

alternatives that could be provided on an interim basis to • 

partially alleviate the telecommunications difficulties in 

those villages. Order No. 8 , pp. 5 and 6 . The Commission 

is not aware that United has requested Staff's assistance in 

this regard nor has it, either together with or separate 

from Alascom, explored the possibility of interim telecom­

munications alternatives in the Phase III area.

The Commission is aware of the successful efforts 

of Alascom in developing the toll concentrator in St. Paul 

and believes that this is an alternative that should be 

explored by United in the Phase III villages. The Commission 

agrees with United that there is an urgent need for expanded 

communications in these villages and, therefore, will require 

United to identify those villages in Phase III which have an 

urgent telecommunications need that could be satisfied 

possibly on an interim basis by the installation ‘bf toll 

concentrators under the Alascom tariff. United should send 

this list of villages to the Commission and Alascom.

The Commission observes that the foundation of the 

proper development of telecommunications within the State of 

Alaska is based on a spirit of trust and cooperation. This

U - 7 7 - 2 8 (9), U - 8 1 - 2 2 (1)
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ensures that the public interest, the responsibility of the 

Commission, will be served. To this end the Commission will 

once again urge United and Alascom to work together to find 

solutions to the demanding telecommunication needs in rural 

Alaska.

THE COMMISSION FURTHER FINDS AND CONCLUDES:

1. United is a public utility as defined by AS 

42.05.701 and is subject to the Commission's regulatory 

jurisdiction.-

2. The United request for permanent certification 

for Phase III is lacking in necessary detail or documentation 

to meet concerns previously expressed by the Commission. 

Therefore, the request of United to receive permanent certifica­

tion for the Phase III villages is denied without prejudice

to refiling in Docket U-81-22.

3. An order instituting an investigation into the 

request of United for permanent certification of its Phase III 

villages should be established. Because of the reconstitution 

of the Commission, Docket U-77-28 will be closed; all outstand­

ing issues in that Docket will be subsumed in U-81-22 and 

official notice will be taken of the applicable record in 

U-77-28.

The Staff should pursue the elements of its recommen­

dation in the Staff memorandum of February 4, 1981, entitled 

"Staff views regarding United Utilities' request for permanent 

certification for Phase III villages. (U-77-28)." The 

Staff monitoring or review should not be limited to Phase III 

but should include a review of the total company including 

Phases I and II as outlined in the body of this Order.

U - 7 7 - 2 8 (9), U - 8 1 - 2 2 (1)
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4. United should identify those villages in 

Phase III that have an urgent telecommunications need. The 

Commission should request Alascom to survey those villages 

to determine the financial viability of the installation of 

toil-concentrators under the Alascom tariff.

ORDER

THE COMMISSION FURTHER ORDERS:

1. The request of United Utilities, Inc., for 

permanent certification of Phase III villages is denied 

without prejudice to its refiling in Docket U-81-22.

2. The Commission Staff shall be a party in 

U-81-22 and shall conduct an investigation inro the request 

of United Utilities, Inc., to expand its operation into

Phase III villages, including the current financial obliga-
*

tions of serving Phase II villages.

3. Ccmmission Staff shall include in its investi­

gation, in addition to the course of action recommended in 

its February 4, 1981, memorandum, proforma revenue require­

ments on a composite anc stand-alone basis for United's 

Phase I (included Gambell and Savoonga) and Phase II opera­

tions .

4. Commission Staff shall inform the Commission 

within 60 days from the date of this Order when its analysis 

of the Phase III villages will be completed.

5. United Utilities, Inc., shall identify the 

villages in Phase III which have urgent teleccmmuncations 

needs and present that listing to the Commission and Alascom, 

Inc., within 30 days from the date of this Order.

U - 7 7 - 2 8 (9), U - 8 1 - 2 2 (1)
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6 . Alascom, Inc., shall be granted intervenor 

status in U-81-22 limited to the quality and level of service 

in Phase III villages. Upon receipt of the above list, 

Alascom shall conduct a survey of those villages to determine 

the economic feasibility of providing expanded telecommunica­

tions to those villages, on an interim basis pending final 

determination of Phase III certification, through the use of 

a toll-concentrator and notify the Commission of its results 

at the earliest possible date.

7. Docket U-77-28 is closed. Any outstanding 

issues in this Docket shall be subsumed in the investigation 

proceeding.

DATED AND EFFECTIVE at Ancho'rage, Alaska, this 9th day of 
April, 1981.

BY DIRECTION OF THE COMMISSION 
(Commissioner Gordon J. Zerbetz nunc pro tunc.

Commissioners Susan M. Knowles and 
Stuart C. Hall, not participating.)

(S E A L)

/ • 
•<vV

U - 7 7 - 2 8 (9), U - 8 1 - 2 2 (1)
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STATE 
» of. ALASKA C

thru:

Gordon J. Zerbetz 
Marvin R. Weatherly 

TO: Carolyn S. Guess; 
Susan M. Knowles; 
Stuart C. Hall

Jack Farleigh 
Executive Direptor

from:

DATE:

TELEPHONE NO.

February 4, 1981

J)0&

FILE NO.:

SUBJECT:

Pete Sokolo\ 7~T 
Chief Engineer:

Staff views regard­
ing United Utilities' 
request for permanent 
certification for 
Phase III villages. 
(U-77-28)

United Utilities letter of December 26, 1980 requested that 
the Commission change the temporary certification to provide 
local exchange telecommunication service for Phase III 
villages to permanent certification before January 31, 1981.
It concluded: "United feels certain that with the Commission's
blessing, it can perform the goal.it set for itself in 
having adequate telephone service for all communities in 
United's certificated area before 1984.';

The Staff has reviewed the 13 reasons United cites in support 
of its request and believes that considerable additional 
substantiation is needed before staff can make a responsible 
recommendation. Staff's concerns are as folicws:

1. In its February 22, 1980 recommendation to grant p e r m a­
nent certification for Phase II villages, Staff concluded 
that United continued to be in a sensitive financial condi­
tion and that construction in Phase II villages should only 
proceed if long term debt at an interest rate below 5 % could 
be obtained within a year. United proceeded to obtain high 
interest (above 2 0 %) interim financing to construct facilities 
in Kipnuk, Kotlik, Mountain Village, Pilot Station, Tooksook 
Bay, and Tununak. According to its 1/12/81 report, United 
also partially constructed outside plant in Chevak, Goodnews 
Bay, and Qunihagak (The 12/26/80 letter adds Kwethluk to the 
list of locations with partially constructed facilities). 
United is still paying exorbitant interest rates for the 
funds used to construct Phase II and only at the end of 
January has obtained tentative approval of a 5.4% REA loan. • 
The REA interest rate and the duration of the interim loan 
are both at the very limit where staff's studies have shown 
Phase II to be feasible.



C o m m i s s i o n e r s  2 Feb.(|j 1981

2. United states in its letter that its financial condition 
is sound, yet Staff questions the basis for this conclusion. 
The utility is in a construction mode and operational costs

» have not yet stabilized. The utilities' financial soundness 
depends largely on toll settlements which have not yet been 
"trued up" for any year since the company's inception.
Based on United's over-estimation of toll trunking it could 
have over-estimated its toll revenues. [Attached is toll 
usage data for 1980 which contradicts United's estimates of 
inadequate trunking].

3. United states that it found an alternate central office 
to the Stromberg ECDO 400 costing half the price and occupying 
ore third the space. This new central office is to be field 
trialed this spring. If the switch indeed meets these 
expectations, it should be the one used for Phsse III. New 
switches, even when well engineerea, require i\ prolonged 
"shake down" period. A thorough field trial is therefore 
absolutely essential since United cannot afford to debug a 
plurality of such switches in remote villages.

Recommendation . .

United seems to misunderstand the basis of the Commission's 
statutory requirement for granting permanent certification.
It is not a question of "blessing" United, rather it is a 
mandate to determine that the applicant is fit, willing and 
able to provide service of a reasonable level of quality. 
Before making this determination Commission Staff should 
determine to the best of its ability whether the utility has 
the necessary resources to expand to Phase III villages. 
Staff, therefore, should:

1) Obtain from the utility and analyze 1980 financial 
statements and the 1980 annual report to the Commission.

2) Conduct a financial and operational audit of United.

3) Review a completed cost study done for toll settlement 
purposes. To date no such study has been submitted to Alascom.

4) Obtain and analyze the ACD to be submitted to REA for 
Phase III financing.

5) Review the quality of service that United and Alascom 
provide to United's customers.

6 ) Monitor the field trial of the new switch as well as 
the progress made in constructing Phase II facilities includ­
ing on-site visits to some villages.

Staff realizes that the public in the Phase III villages 
urgently requires telephone service. To provide such service,



• Commi s s i o n e r s  ( : 'j 3 F e b l Q ,  1981

the utility could now apply for an REA loan and aim at 1982 
construction if the loan is approved. In the past, REA has 
reviewed, and is currently reviewing loan applications where 
utilities have been temporarily or conditionally certificated 
by this Commission (United Phase II, Bush Tell). A delay in 
permanent certification to the second half of 1981, should 
Therefore cause no delay in obtaining the necessary financing. 
Meanwhile, in 1981, United should establish reliable service 
in the remaining Phase II villages (Akiachak, Chevak, Goodnews 
Bay, Kasigluk, Kwethluk, Napakiak, Nunapitchuk, Quinhagak) 
and staff should determine whether United is "fit, willing 
and able" to provide Phase III villages with reliable service.



TRIBUTARY TRUNK GROUP: ALAKANUK 1980

MONTH !H0. OF! CCS ! CCS i GRADE !FOR P.01 SVCE!SURVEILLANCE

5TRUNKS5CARRIED! PER ! OF STRUNKS TO BE ! LEVELS

2 I ! CALL! SERVICE!ADDED!REMOVED! NOT MET

JUNE 6 30 ! 26.67! P.0260 1 ! 0

. JULY 6 27 ! 4.50! \ .0001 0 ! 1

AUGUST • 6 28 ! 4.00! P.0002 0 ! 1

' SEPTEMBER 6 33 ! 2.54! P.0004 0 ! 1

OCTOBER 6 45 ! 7.50! P.0018 0 ! 0

N o v e m b e r 6 37 ! 6.17! P.0007 0 ! 1

-DECEMBER 6 37 i 7.40! P.0007 0 i 1

Note: * - exceeds P.05

*♦ - exceeds P . 10

*** - exceeds P.20

t) - exceeds 12 ccs per trunk in

trunk group of less than 4 trunks

. .,PUC 01/12/81

ready
*

1
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TRIBUTARY TRUNK GROUP: EHMONAK 1980

HONTH NO. OF! CCS ! CCS ! GRADE FOR P .01 SVCEi

T R U N K S !C A R R I E D ! PER ! OF TRUNKS TO BE !

I CALL! SERVICE ADDED REMOVED!

JANUARY 3 81 ! 6.75! P.3907 4 0 !

F E B R U A R Y 5 28 ! 5.60! P . 0012 0 0 !

@ A R C H 6 70 !10.00i P . 0 H 6 0 0 !

APRIL 6 48 ! 8.00! P . 0025 0 0 !

HAY 6 59 ! 6.56! P . 0068 0 0 !
JUNE 6 61 ! 5.55! P . 0079 0 0 !
JULY 6 84 ! 5.25! P . 0318 • 2 0 !

AUGUST 6 84 i 4.94! P.031U 2 0 !

SEPTEMBER 6 67 ! 6.70! P . 0121 0 0 i

OCTOBER 6 24 ! . 0 0 i P . 0001 0 2 i

NOVEMBER 6 36 ! 3.60! P.0006 0 1 !

DECEMBER 6 54 ! 3.00! P. 0045 0 0 !

LEVELS 

NOT NET

H

Note: * - exceeds P.05

** - exceeds P . 10

*■»< - exceeds P. 20

tl - exceeds 12 ccs per trunk in

trunk croup of less than 4 trunks

AF'UC 01/12/81

ready



HONTH ino. of: cc s  : cc s  : GRADE. :FOR P.01 SVCEiSURVEILLANCE

! TR U N K S !C A R R I E D ! p e r  : OF ! TRUNKS TO BE ! LEVELS
I • 1 1 • 1 c a l l : SERVICE! ADDED: REHOVEI'i NOT HET «

-*
MARCH 3 34 ! .00! P.0704 2 : o :

APRIL 3 55 ! 6.08! P.1782 3 : o :

MAY 3 63 ! 5.25! P.2560 3 : o :

JUNE 6 61 !i0.17! P.0079 o : o :

6 • 7? : 5.27' P.0246 1 : o :

v ^ J G U S T 6 42 ! 6.00! P.0013 o : o :

SEPTEMBER 6 59 S 5.36! P.C068 o : o :

OCTOBER 6 31 2.82! P.0003 o : 1 :

NOVEMBER 6 47 ! 11.75! P.0023 o : o :

DECEMBER 6 60 : 7.50! P.0073

oo

f '

Note: * - exceeds F.05

** - exceeds p .10

*■** - exceeds P . 20

H - exceeds 12 ccs per trunk in

trunk group of less than 4 trunks

APUC 01/12/01



TRIBUTARY TRUNK GROUP: HOOPER BAY 1980

HONTH NO. OF! CCS 

TRUNKS!CARRIED 

!

! CCS i GRADE !FOR P.01 SVCE 

! PER i OF STRUNKS TO BE 

! CALL! SERVICEiADDED!REMOVED

JANUARY • 6 32 ! 2.91! P . 0003 i 0 ! 1

FEBRUARY 6 55 ! 1.31! P . 0049 ! 0 ! 0

„.M 4RCH 6 A7 ! .85! P . 0023 ! o : 0

V _ / R I L 6 75 510.71! P.0198 i 0 ! 0

NAY 6 88 ! 6.29! P.C384 ! 2 ! 0

JUNE 6 69 ! 8.63! P.0137 ! o ; 0

JULY 6 126 ! 3.50! P . 1424 ! 3 ! 0

AUGUST 6 88 ! 3.67! P.0384 ! 2 ! 0

SEPTEMBER 6 32 •! 3.56! P . 0003 ! 0 ! 1

O c t o b e r 6 63 ! 7.00! P . 0091 ! 0 ! 0

NOVEMBER 6 37 ! 4.11! P.0007 ! 0 ! 1

DECEHBER 6 45 ! 9.00! P . 0018 ! o : 0

LEVELS j 

HOT MET

Note:

.C7N 
r ■

* - exceeds P.05

** - exceeds P . 10

*** - exceeds P.20

H - exceeds 12 ccs

trunk group of

per trunk in 

less than 4 trunks

APUC 01/12/81

ready
*



TRIBUTARY TRUNK GROUP: MOUNTAIN VILLAGE 1980

..... •

MONTH NO. OF! CCS •1 CCS ! GRADE !FOR P.01 SVCEiSURVEILLANCE

T R U N K S !C A R R I E D ! PER ! OF STRUNKS TO BE ! LEVELS J
11

••CALL! SERVICE!ADDED'REMOVED! NOT MET

SEPTEHBER 7 ! 98 1
1 6.13! P . 0214 ! 1 ! 0 !

OCTOPER 7 ! 91 110.11! P.0150 ! 0 ! 0 !

N O V E M B E R 7 ! 83 19 7.55! P . 0095 ! 0 ! 0 i

V S ^ C E H B E R 7 ! 57
1•7.13! P . 0013 1 0 !  0 I

Note: * - exceeds P.05

** - exceeds P . 10 j

*** - exceeds P . 20 v

It » exceeds 12 ccs per trunk in

trunk group of less than 4 trunks
APUC 01/12/81

t

\

ready

*

i

I



TRIBUTARY TRUNK GROUP: PILOT STATION 1980

MONTH !N0. OF! CCS : CCS : GRADE !FOR P.OI SVCEiSURVEII.LAfjCE

! TR U N K S ! CARRIE!)! PER ! Or ' TRUNKS TO BE i LEVELS

: : : call: service: addediremovedj not met

SEPTEMBER : 4 : 69 1 7.67! P . 1282 I 3 i o : H

OCTOBER : 4 : 26 ! 3.71! P . 0064 : 0 i o :

..“ OVEHBER : 4 : 31 :i0 . 3 3 : p. 0 1 1 6  : o : . o :

\_>CEHBET< : 4 : 26 : 2.60! p. 0064 ; o : o :

Note: * - exceeds P.05

** - exceeds P . 10

*** - exceeds P.20 '

tl - exceeds 12 ccs per trunk in

trunk qroup of less than 4 trunks
APUC 01/12/81



7RIBU ARY TRUNK GROUP: SAVOGNGA 1980

M O N T H

M A Y

.rt-MJHE
VILjgust

SEPTEHBER

OCTOBER

NGVEHBER

DECEMBER

Note: «
**
***
H

ho. of: c c s  : ccs  : grade ifor p.oj svce:surveillance 

trunksicarried: per : of '.trunks to be : levels

I : c a l l : s e r v i c e :a d d e d :r e m o v e d : n o t  m e t

3 40 ! 5.33! P.1506 : 3 : 0

5 68 : 6.18! P . 0432 : 2 : 0

5 35 : 8.75! P . 0033 : o : 0

6 25 : 4.17! p . o o o i  : o : 2

6 A? ! 5.22! P . 0023 : o : 0

6 60 : i o . o o : P . 0 0 7 3  1 o : 0

10 AS ! 6.43! p . o o o o  : o : 4

exceeos P.05 

exceeds P . 10 

exceeds P. 20

exceeds 12 ccs per trunk in 

trunk qroup of less than A trunks

APUC 01/12/81



TRIBUTARY TRUNK GROUP: ST. MARY'S 1930

MONTH HO. OF! 

H U N K S !

CCS !

CARRIED!
•1

CCS ! 

PER ! 

CALL!

JANUARY . 3 ! 28 ! 2.33!

FEBRUARY 10 ! 72 ! 3.13!

^. A R C H 10 * 82 ! 3.57!

\ * / R i L 10 ! 46 ! 5.11!

MAY 10 l 76 ! 3.80!

JUNE 10 ! 80 ! 3.20!

JULY 10 ! 71 i 4.14!

AUGUST 10 ! 106 ! 3.66!

SEPTEHBFR 10 ! 112 ! 3.73!

OCTOBER 10 ! 113 ! 4.91!

NCVFHBER 10 ! 106 ! 4.42!

DECEMBER 10 1 92 ! 4.18!

GRACE 'FOR P.01 SVCEJSURVEILLANCE 

OF !TRUNKS TO BE ! LEVELS j 

SERVICE! ADDED!REMOVED! NOT MET

P.,0000 ! 0 ! 3
P.0000 ! 0 ! 2
P.0001 ! o : 2
P.0000 i 0 ! 4
P.0001 ! 0 ! 2
P.0001 ! 0 ! 2
P.0003 ! 0 ! 1
P.0010 ! 0 i 1
P.0014 ! 0 ! 0
p.aois ! 0 ! 0
P.0010 ! 0 ! 1
P.0003 i 0 ! 1

Note: * - exceeds P. 05

** - exceeds P . 10

*** " exceeds p .20

H - exceeds 12 ccs per trunk ir

trunk group of less than 4 trunks
APUC 01/12/01



TRIBUTARY TRUNK GROUP: SAVOONGA 1930

J

MONTH NO. OF! CCS 5 

t r u n k s  c a r r i e d :
v • 1 •

c c s  : 

FER : 

call:

GRAD- :rOR P.01 S V C E ! SURVEILLANCE 

OF !TRUNKS TO BE ! LEVELS 

S E R V I C E : A D D E D : REHOVED*. NOT HET

HAY 3 : 40 : 5.33! P . 1506 3 : 0 ! M

JUNE 5 ! 6a : 6.18! P . 0432 2 : o :

AUGUST j  S 35 J 8.75! P . 0033 0 J o :

SEPTEMBER 6 : 25 : 4.17! P .  0001 o : 2 :

O C T O B E R 6 : 47 : 5 .2 2: P . 0023 o : o :

N O V E M B E R 6 : 60 :10.00! P . 0073 • o : o ;

D E C E M B E R 10 : 45 : 6.43! P . 0000 o : 4 I

Note: * - exceeds P.05
** - exceeds P . 10
*** - exceeds P.20 
¥ - exceeds !? res 9?" V u n k  i"

trunk oroup of less thii 4 truni.s
APUC 01/12/81



LOANS APPROVED - ALASKA

PROJECT SIGNED AMOUNT

Alaska 512-B5

Glacier State Telephone 
Company

Bakersfield, California 1-26-78 (FY 1978) (6.5%) $ 4,630,500

Alaska 514-B & C5

Interior .ipephone 
Company, Inc.

Anchorage, Alaska 10-25-77 (FY 1978) (6.5%) 4,439,400
*

Alaska 521-A 

United Utilities, Inc.
Anchorage, Alaska 6-21-79 (FY 1979) (2.0%) 3,000,000

Alaska 513-C5

Nushagak Telephone 
Cooperative, Inc.

Dillingham, Alaska 7-2-79 (FY 1979) (8.0%) 1,233,750

Alaska 504-Ma & M7 *-

Matanuska Telephone 
Association, Inc. (5.0%

Palmer, Alaska 9-24-79 (FY 1979) & 8.0%) 25,597,500

Alaska 520-A

Arctic Slope Telephone 
Association Cooperative, Inc.

Anchorage, Alaska 3-17-80 (FY 1980) (2.0%) 5,000,000

Alaska 512-C

Glacier State Telephone 
Company

Bakersfield, California 9-26-80 (FY 1980) (Guaranteed) 27,353,050



LOANS APPROVED - ALASKA 

PROJECT SIGNED

PAGE 2 

AMOUNT

Alaska 518-A

Mukluk Telephone Company
Teller, Alaska 12-17-80 (FY 1981) (5.035) $ 3,065,000

Alaska 523-A

Bristol Bay Telc?phone 
Cooperative, Inc. 

Naknek, Alaska

Alaska 522-A

Cordova Telephone 
Cooperative, Incorporated 

Cordova, Alaska 2-2-81 (FY 1981) (5.0%) 3,040,000

TOTAL $80,595,000

(5.0%
12-24-80 (FY 1981) & 10.25%) 3,235,850



STATE OF A L A S K A

THE A L A S K A  P UBLIC UTILITIES C OMMISSION

Before Commissioners: Carolyn S. Guess, Chairman 
Marvin R. Weatherly 
Susan M. Knowles 
Stuart C. Hall

In the Matter of the Application 
of UNITED UTILITIES, INC. for a 
Certificate of Public Convenience 
and Necessity to Furnish Tele­
communications services in the 
Calista Region

In the Matter of the Investigation 
into the Financial Viability of 
Phase III Village Construction in 
the Calista Region by UNITED 
UTILITIES, INC.

That I am a Clerk Typist III in the offices of the 

Alaska Public Utilities Commission, 1100 MacKay Building,

338 Denali Street, Anchorage, Alaska 99501.

That on the 8 th day of April, 1981, I mailed 

true and accurate copies with postage thereon to the parties 

indicated on the attached service list of

ORDER NO. 9 ^

ORDER NO. 1 

ORDER DENYING WITHOUT PREJUDICE PERMANENT 

CERTIFICATION AND INSTITUTING INVESTIGATION INTO 

THE FINANCIAL VIABILITY OF PHASE III VILLAGE CONSTRUCTION 

la the above entitled cause.

DATED at Anchorage, Alaska, this 8 th day of April, 1981.

CERTIFICATION OF MAILING 

Rnqplin K. Bvnum certifies as follows:

«



SERVICE LIST

U-77-28
U-81-22

Vice President & General Counsel B. Richard Edwards/ Esquire
Alascom 310 "K" Street, Suite 511
949 E. 36th Avenue Anchorage, Alaska 99501
Anchorage, Aalska 99502

Elisabeth H. Ross, Esq.
Assistant Attorney General 
1100 MacKay Building 
338 Denali Street 
Anchorage, Alaska 99501

COURTESY LIST

Richard-4*. Rhyner, President 
Interior Telephone Company 
5106 E. 26th Avenue 
Anchorage, Alaska 99504

President
Sea Lion Corporation 
General Delivery 
Hooper Bay, Alaska 99604

The Alaska Native Foundation 
515 "D" Street 
Anchorage, Alaska 99501

Mr. Vinod K. Batra 
United Utilities, Inc.
P.O. Box 4-2730 
Anchorage, Alaska 99509

Don Harris, General Manager 
Coastal Management Corporation 
Nelson Island
Toksook Bay, Alaska 99637



Sec. 42.08.020. Subsection (a) is amended to read as follows:

"Sec. 42.08.020. POWERS AND DUTIES OF THE DEPARTMENT.

(a) The Daprtment shall formulate procedures and adopt regulations 

to implement this chapter.

(b) No loan shall be made under this chapter until the Alaska Public 

Utilities Commission finds that the applicant is fit, willing and able to 

provide the utility services applicable to the facility for which the loan 

is applied for and that the facilities for which the loan is applied for 

shall result in improvement of service and shall be in the fi lancial interests 

of the ratepayer of the state of Alaska. The application for loan shall be 

forwarded to the Alaska Public Utilities Commission for such finding and 

shall be in the form and contain the information required by the Alaska 

Public Utilities Commission by regulation sufficient to make its finding.

For purposes of the finding of the Commission procedures and regulations 

adopted ^nder A.S. 42.05.151 shall be applicable.

(c) The Department may

(1) make a loan from the public utility revolving loan fund to 

a public utility to finance or refinance capital improvements, plant and 

facilities, and to improve end expand services, if other credit is not 

readily available from private lending institutions at a rate of interest 

less than the rate of interest which the state agreed to pay on the most 

recent general obligation bonds issued before the application for the loan 

under this chapter;

 k



United Utilities, Inc.
5 4 0 0  A  S T R E E T  A N C H O R A G E .  A K  9 3 5 0 3

NAT S VE  O W N E D  C O R P O R A T I O N  ►' 

PHONE:  (907) 2 7 6 - 1 9 5 9

March 5, 1981

The Honorable Vernon Hurlbert 
Chairman
House Labor and Commerce Ccmnittee 
Pouch V
Juneau, AK 99811

Refei n e e : Proposed Amendment to House Bill 165, Utility Revolving Loan Fund, 
for a $20 Million 1981 Appropriation for Utilities Affected by 
Federal Budget Cuts,

Dear Mr. Hurlbert:

In reference to the subject amendment IV/Lted Utilities (U.U.I.) is furnishing 
herein additional information on the impact of the recent 1981 Reagan Admini­
stration's budget cuts. These budget cuts have prevented the release of a 
$10.4 million Rural Electrification Administration (REA) loan to U.U.I. which 
the REA had tentatively approved at a conpost interest rate of 5.4% for a 
period of 35 years. The items funded in this REA loctn application include 
local telephone exchange and toll interconnect facilities at Akiachak, Chevak, 
Gambell, Goodnews Bay, Kasigluk, Ki:/nuk, Kotlik, Kwethluk, Mountain Village, 
Napakaik, Nunapitchuk, Pilot Station, Quinhagak, Savoonga, Toksook Bay, and 
Tununak. A copy of the RFA's Tentative Budget *'od Telephone Loan Feasibility 
Study is attached.

For the facilities included in the $10.4 million loan request we have borrowed 
on an interim basis $1 . 5  million. at an interest rate of prime plus 3%%, 
and we also have an outstanding order for $560,000 of electronic switching 
equipment which will take approximately $440,000 to place into operation in 
eight locations. If U.U.I. were able to secure a low cost long term loan 
for $2.5 million we would be able to retire the outstanding interim debt 
and install these new exchanges. Should the $2.5 million not be available 
we will need to cancel these equipment orders and incur costly penalties 
from the manufacturer. In addition we will continue to incur exorbitant interest 
expenses that could place the cost of telephone service out of the reach of 
most of our subscribers.

The remaining balance of the REA loan application of $7.9 million ($10.4 million 
less $2.5 million) is for telephone system improvements including toll inter­
connect facilities. Our analysis of the $7.9 million indicates that the most 
critical of these requirements is $2 . 1  million for toll interconnect facilities 
at Akiachak, Napakiak, Chevak, Goodnews Bay, Kwethluk, Nunapitchuk and 
Quinhagak. These locations now have orly a single toll circuit to interface 
with the telephone exchanges installed with the $2.5 million mentioned pre­
viously.

M a i l i n g A d d r e s s : P. O. B o x 4 - 2 7 3 0 A n c h o r a g e . A l a s k a 9 9 5 0



In sunmary, tie proposed federal budget cuts have resulted in the withholding 
of United Utilities $10.4 million REA. loan which was tentatively approved and 
scheduled for 1981. Within this loan request there's an irmediate need for 
$2.5 million to retire the interim debt and to purchase and install equipment 
that is now on order. In addition, to provide toll interconnect facilities 
required for the new locations receiving the switching equipment another 
$2.5 million will be required. A total of $4.6 million is the amount United 
Utilities would propose to fund from the $20 million appropriation included 
in the amendment to HB 165. The remaining $5.8 million could potentially 
be deferred until 1982 aid be funded from the permanent Utility Rev Iving 
Loan Fund.

Regarding the interest rate, collateral and ternn of the loans I believe that 
all loans made from the $20 million appropriation should be made under the 
same terms and conditions as those previously provided for by REA. All loans 
made from the Revolving Loan Fund's $40 million appropriation should be made 
under the provisions of HB 365, including those amendments submitted in our 
February 18, 1981 correspondence (copy attached).

Respectfully submitted,

Controller

SH/rs



U .  S.  D E P A R T M E N T  OF  A G R I C U L T U R E  
R U R A L  E L E C T R I F I C A T I O N  A D M I N I S T R A T I O N

TELEPHONE LOAN BUDGET

n a m e ;  o f  b o r r o w e r  

U n i t e d  U t i l i t i e s ,  I n c .
B O R R O W E R  AND  L O A N  D E S I G N A T I O N

A laska  521-B4 & B7 U n i t e d
P R I O R  L O A N  R E S E R V E S  A S  O F  ^ / ] f l / B D

B U D G E T  I T E M R E S E R V E  B A L A N C E S  
A.

A V A I L A B L E  F OR  
NEW P R O J E C T S  

B.

NEW P R O J E C T  
B U O G E T  

C .

C O N S T R U C T I O N  
o.  C E N T R A L  O F F I C E 140 ,002 6 ,6 9 4 .0 0 0
b .  O U T S I D E  P L A N T  A N D  S T A T I O N  E Q U I P M E N T
fc. R/W P R O C U R E M E N T   ..................................................................
d.  L A N D
. .  B U I L D I N G S  . . .

134,205 1,205,000.

9 ,611 43..QQD-
185,998 48QQJOO.

I. R E M O V A L  C O S T S  ........................................
g.  S P E C I A L  P R O J E C T S  
E N G I N E E R I N G

O P E R A T I N G  E Q U I P M E N T  
o .  O F F I C E  E Q U I P M E N T  . . .

330 ,000

b .  V E H I C L E S  A N D  WOR K  E Q U I P M E N T  ..............................
a. O V E R H E A D  E X P E N D I T U R E S  ................................................
b .  C L A S S  B S T O C K  - T E L E P H O N E  B A N K  .....................
O P E R A T I N G  F U N D S  ..............................................................................

R E F I N A N C I N G  AND  D E B T  R E T I R E M E N T
•.  r e f i n a n c i n g  w i t h  l o a n  f u n d s ......................................
b. D E B T  R E T I R E M E N T  WI TH N O N . L O A N  F U N D S  . . . .  
A C Q U I S I T I O N S

45 ,462

700 ,000

77 ,0 00
280,000

C O N T I N G E N C I E S  
T O T A L S
„ ESS  A V A I L A B L E  F O R M  P R I O R  L O A N S  (Cel .  It, I tem 9 ) .  

L E S S  N ON - L OA N  F U N D S  
T O T A L  NE W L O A N  F U N OS  
R E A  L O A N
T E L E P H O N E  B A N K  L OA N  .................................

I P T
U9&76I5

36 ,500

640 ,000
284 ,000

10,444,500

A D D I T I O N A L  B U D G E T  D A T A

P R I O R  L O A N  T O T A L S  S 3 ,0 00 ,000  
R E A  L O A N S  S 3 ,0 0 0 ,0 0 0
T E L .  D A N K  L O A N S  S

N ON - L OA N  F U N D S ,  P R I O R  
L OA MS .  AS A D J U S T E D

» 80 ,0 0 0
E S T I M A T E D  O R I G I N A L  COS T  OF  E X I S T I N G  P L A N T  R E T A I N E D  ( ihix loon/

( inc ludes  I land)

T O T A L  C U M U L A T I V E  ADVANCES

FRS //5 5 / 2 2 / 8 0  
1 1 ,3 0 8 ,0 0 0
E S T I M A T E D  O R I G I N A L  COS T  OF  
R E T I R E D  P L A N T  ( th l l  toon)

’ R E L O A N  E N G I N E E R I N G .  TH I S  
L O A N

J 1 2 4 j _ 0 0 0
E S T I M A T E D  S A L V A G E  V A L U E  
R E T I R E D  P L A N T  ( i h i i  loan)

COS T  O F  H E A D Q U A R T E A S  F A C I L I T I E S .  G A R A G E  A N D  W A R E H O U S E  ( t h i t  loan)  

%
C OS T  OF  M O B I L E  

1

R A O I O  T E L E P H O N E  I thi t  loan)

R E M A R K S

The " t o t a l  r e s e r v e : ; "  do no t  i n c l u d e  $400 ,000  f o r  a c q u i s i t i o n  ano 
$ 8 3 9 ,000  (COL') f o r  e a r t h  s t a t i o n  im p ro v e m e n ts .  These fu n d s  have 
n o t  been r e l e a s e d  y e t .

R E A  F O R M  J»3 R E V  2-77

E x h i b i t  2



U. S. DEPARTMENT OF * CRICUI. TUPE 
r u r a l  ELECTRIFICATION AOMINIS T ha 7 ION

TELEPHONE LOAN FEASIBILITY STUDY

c o n PORATE NAME

United Utilities, Inc.
LOAN DESIGN a ti on

Alaska 521-B4 and B7 United
PART r .  SCHEDULED DEBT SERV ICE PAYMENTS

l .  m a x i m u m  a n n u a l  d e b t  s e r v i c e  ..................................
AMOUNT OF LOAN RATE i m DEBT SERVICE TOTAL

* ? / n n ;nnn 4.740 * nn.?4n

' TOTAL LOANS ..................................................................
>. L l l l  PRINCIPAL REPAID ....................................................
«. UNPA.O PRINCIPAL ................................................................
B. MAXIMUM ANNUAL INTERESTS PAVMCNTS ..................

__ 4nO,DQQ 4.020 16,080
766,500 11.124 85,265
640.000 6.100 39,040

_ 9.038.000 6.280 567.586 .

• 6 1 3 , 2 1 1 . .
L i J L £ 4 4 .*5 QQ .

- ..-Q -v
13.444,500

V

626.299
v.' v.y.v. .;.v.y .*.. y.y.y.y.y

PART G. ESTIMATED AUti'J AL GfVENUE

CLASS OF SERVICE
------r a r n o n ? t ! ( . r

MON T H L V B * v e s
1u t C £ 5<7 CD 

MON’ if Hi. Y PATES
NUMB E R 

o r  I T *  TIONl
MONTHLy 
RECEIPTS

i e x c h a n g e  r e v e n u e  Alakanuk, Emmonak,
o. BUSINESS

1 -  p a r t y  ........................................................................

it. Mary's and 

> 27.50

looper Bay 

* 27.50 128 » 3,520.00
2 . PAR TV ...................................................................
4 -  PARTY .................................................................
S -  PARTY ...............................................................
ft .  PARTY .......................................................................

PARTY .......................................................................
P A Y s  T A TIO.TA ................................................................ 35.00 35.00 32 1.120.00
PR* OR PA OX SYSTEMS .............................................
PPX OR PAfiX TRUNKS ..............................................
KEY SYS T CMS ................................................................. 10)Lot 8,477.75*

2 1 )
6. RESIDENCE

\ -  PARTY .......................................................................
2 -  PARTY .......................................................................
4 -  PARTY ............................................................. .
b -  PARTY .......................................................................
ft -  PARTY .......................................................................

PARTY ....... ..................... .......................................

16.00 16.00 521 0,336.00 .

C. SUBSCRIBER RADIO TELEPHONE ...........................
d, EXTENSIONS}

BUSINESS ................ ..................................................... 5.00 5.00 91 455.00
R d l O E N C  E .......................................................... ........... 2.50 2.50 9 7 7 6 7  . 5 0
POX OR PABX .................... .....................................  ..
KEY ............................................................ 50 *

e. MILEAGE AND ZONE CHARGES}

CLASS NO. SUOI. A V I , ---------- SUDS.
Ml. ZONES ZONES

(•PARTY

4. PART Y
/. SERVICE STATIONS ................*................... .................
r. T O T A L S ............................................................................. •'XvX'X'X'X'Xv X’Xv X'X^X'X'X'XyXy X* .V.V.V.V.V.V.%%7...,X,X.XvV,XvV,,,V • 7 7 . 1 a 5 . 7 5
A.  a n n u a l  c x c m a n o i  r c v c n u c  / U n f  «  *  12) . . . » 7 6 5 , 7 6 9

J .  N H T  T O L L  R E V E N U E
SUDS. X f  ......................................................................... •

J .  O T H E R  R E V E N U E  (Explain)  ..................................................................................................................... >

RCA POMM AW R E V  2-72

♦Effective 6/8/79 - Tariff Exhibit 1,
p a c k  i



U .  J .  O E P A R T M C n T  O F  I C R I C U I . T t J I t C  

R U D  A  L  C L C C  T U I  F I C  A T I O N  R O M I N I i l W A I I O N

T E L E P H O N E  L O A N  F E A S I B I L I T Y  S T U D Y
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FORECAST OF REVENUES AND EXPENSES

C O R P O R A T E  NAME  VND A OOR E S S

U n i t e d  U t i l i t i e s ,  I n c .  
Anchorage,  A l a s ka______

L O A N  D E S I G N A T I O N

A laska  521-BA & B7
I T E M

F O R E C A S T  r o n f N o .  of  m k i . J

■ Z . m
t o t a l

t .  L O C A L  S E R V I C E  R E V E N U E S  
3.  T O L L  S E R V I C E  R E V E N U E S  . . .  
1.  M I SC .  O P E R A T I N G  R E V E N U E
A. ___________  _____

J 2 Z A 2 L
2,503,022.

■?.263_

5. L E S S  ’ . ' I . C O L L E C T I O L E  O P E R A T I N G  R E V E N U E
6.  T O T A L  O P E R A T I N G  R E V E N U E S .......................................

7.  M A I N T E N A N C E  .........................................................................................
8 . T R A F F I C  .........................................................................................................
J. C O M M E R C I A L .  G E N E R A L  6 O T H E R  .................................

10. T A X E S  E X C L U D I N G  F E D E R A L  I N COME  T A X  ........
11. D E P R E C I A T I O N  .......................................................................................
13 A M O R T I Z A T I O N  .......................................................................................
I J  F I X E D  C H A R G E S  f i n t t r t s t )  ..........................................................
1 A

i 3 ,158,35.2-

J u M i .
6 3 7., ELZA-
32.524.

J J J u 2 2 5 -
12̂ JLS£-

_£26.,22i.

I S :  O T H E R  I N C O M E  A M O  D E D U C T I O N S  N E T  ..................................................................

18. T O T A L  E X P E N S E S  E X C L U S I V E  F E D E R A L  I N C O M E  T A X  ..

17. N E T  I N C O M E  ( m a r t i n )  B E F O R E  F E D E R A L  I H C O M E  T A X  ..

1 8 .  F E D E R A L  I H C O M E  T A X  ..............................................................................................................................

I J .  N E T  I H C O M E  (ma r t i n )  A F T E R  F E D E R A L  I H C O M E  . A X  .........

3 0 .  A D O ;  I N T E R E S T  .........................................................................................................................................................

3 1 .  H E T  O P E R A T I N G  I N C O M E  O R  M A R C I N  ..............................................

3 2 .  A D D ;  D E P R E C I A T I O N  A N D  A M O R T I Z A T I O N  ..................................................

3 J  A V A I L A B L E  F O R  I N T E R E S T  A N D  P R I N C I P A L  P A Y M E N T S

3 A . S C H E D U L E D  I N T E R E S T  A N D  P R I N C I P A L  P A Y M E N T S  .................

'■>' A V A I L A B L E  F O R  P L A N T  A D D I T I O N S .  R E P L A C E M E N T S  E T C .

» 2 .613.900

38. T i ME S  I N T E R E S T  E A R N E D  R A T I O  ( l i t , n i l  * l l rm 20) t5unf

11 313,207 ..... .
626.299

s 939.506
695.501

s 1.635.007 .
010.211

s 016.076

s 60 finn
s 07,399
s Afl3,90n ..... .

I T E M  l l  ( i n i t i a l )

OUT  S T A N D I N G  LOAM B A L A NCE ! ' . )

RH « * McWsM V
C U R R E N T  L OA N

T O T A L  I N T E R E S T  ...........................

f 2%
766.300

■£*&Z£Lm

L O C A L  S E R V I C E  R E V E N U E S  B A S E D  ON TMC a t t ached  schedules .
Composite interest rate for $10,AAA,500 loan is 5.A%. 
The loan will provide for three 35-year notes.
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" K O 0 U R T "

MEMORANDUM

TO: James C. Miller, Administrator for the Office
of Information and Regulatory affairs

/
Jim Tozzi, Deputy Administrator for the Office 
of .Information and Regulatory Affairs

. .  T , i t .  ; * y  '->n
FROM: Alan Y. Kaftalin * \ \ '• , j|f i/' > N ’

' ^  ' 
RE: Proposed Uses of Low Interest REA Telephone Loan r° • «-

Funding to Replace Available Commercial Financing ^
of Toll Telephone Facilities__________________________^  -?c\^

This memorandum is..intended to outline an existing area of V
REA policy promoting use of low interest REA loan funding y *
in a manner contrary to the initiatives of the President's 'k-T' *
"Program for Economic Recovery" promoting reliance upon com- i f  
mercial financing of telephone construction projects (pp. 4-5 ^
through 4-7).

As described hereafter in detail existing REA policy is to ,
promote the use of low interest REA loan funding for its 
borrowers in Alaska to acquire earth station facilities which -}"*• ‘ 
are already funded from commercial financing sources and, in 
some instances, to construct new or replacement earth station 
facilities for which commercial financing is cither already 
in place or otherwise committed which would make use of REA 
loan funding unnecessary. On a fully developed basis, this 
REA policy could involve as much as S80 million of low 
interest REA loan financing being committed in Alaska in cir­
cumstances where commercial financing sources can be reason­
ably relied upon.

Vie request that steps be taken promptly to prevent the REA 
from making further unnecessary loan commitments and that 
the REA announce as a matter of policy before the Federal 
Communications Commission in CC Docket Wo. 80-584 that it

'Counsel for Alascom, Inc.
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does not intend to make loa iunding avail'ble to borrowers 
in circumstances where it is clear that commercial financing 
sources can reasonably be relied upon.

The REA policy addressed here developed as an REA staff 
initiative during the Carter Administration to address a 
special situation existing in Alaska. Alascom, Inc., the 
long lines carrier in the state, had constructed and was 
operating in excess of 100 domestic satellite earth stations 
to furnish message telephone communications in the Alaskan 
bush. Although it had been operating these earth station 
facilities in some cases for many years (relying upon com­
mercial financing), Alascom had not obtained permanent oper­
ating authority from the FCC-i When approached by an REA 
borrower interested in contesting Alascom's continued right 
to own and operate those earth station facilities, REA 
decided as a rnatter of policy that it .vould commit low 
interest loan funding to support the financial qualifications 
of REA borrowers in competitive proceedings before the FCC 
contesting A l a s c o m 1s continuing authority to construct and 
operate such facilities.

In recent years the REA has actively supported a number of 
borrowers in Alaska who have proposed to use low interest 
REA loan funding to acquire Alascom's earth station facilities 
in specific areas and to finance construction of new facili­
ties which would bypass or replace Alascom's existing toll net 
work facilities. * ^

Because this is a relatively new REA policy few loan comniit- 
•ments for REA loan funding of earth station facilities in 
Alaska have been made. United Utilities, Inc. obtained condi­
tional approval of $1.2 jjiil lion 'of 2% loan funding for earth 
station facilities on June 21, 1979. Recently the Mukluk 
Telephone Company obtained a similar REA commitment for 5% 
loan funding covering approximately $650,000 on December 22, 
1980. Other loan requests remain pending including an addi­
tional request for loan funding by United Utilities, Inc. 
covering approximately $4.8 million, for earth station facili­
ties which are in the fTnal Stages of review by the Acting 
Admi. strator of the REA.

• I
We raise these matters regarding REA existing commitments and 
pending loan requests because they have direct impact in the 
fiscal 1981 REA telephone budget. We understand that as much 
as $10S million of the $125 million revised REA low interest 
telephone budget has been committed. Clearly the public 
interest would not be served by permitting the REA to continue 
making commitments of the loan funds remaining in its revised
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1981 budget for earth station facilities which Alascom is pro­
viding with the use of commercial financing. Unnecessary 
commitments of this kind obviously preclude availability of 
REA loan funding in areas where commercial financing is not 
readily available, a clearly unjustifiable result.

i

The second part of our request arises because of formal com­
ments dated January 28, 1981 filed by the Administrator of the 
REA supporting adoption of a Notice of Proposed Rulemaking in * 
CC Docket No. 80-584 which would limit the eligibility for the & 
licensing of earth station facilities uo~ eeriixieated local 
dJtdn’ATTg^Carriers in the AlasTcan bdsh, effectively disenfran­
chising Alascom. Thp effect of the REA position in CC Docket 
No. 80-584, if adopted, woul'ci be to restrict the ownership of 
these facilities to the REA borrower group operating tele­
phone exchanges in these bush areas so that Alascom which 
relies upon commercial financing would be barred even from 
competing for the right to own and operate these facilities. 
This position is firmly opposed in the formal comments of the 
Alaska Public Utilities Commission and the Federal Aviation 
Administration in CC Docket No. 80-584.

The REA policy which is at the heart of the position taken 
in its formal comments before the FCC is clearly contrary to 
the President's Economic Recovery Program. This is particularly 
true when it is considered that the REA is proposing to finance 
the acquisition of earth station facilities which are already 
in place, operational and financed from commercial financing 
sources.

Finally we should add that the period for formal comments 
before the Federal Communications Commission in CC Docket No, 
80-584 will remain open until April 2, 1981. The filing of 
comments by the REA in that proceeding reversing its previous 
position regarding the availability of low interest loan 
funding would be a timely .nd effective demonstration of the 
President's budget initiatives and the underlying policies 
supporting those initiatives.

Attachments: FCC Notice of Proposed Rulemaking in
CC Docket No. 80-584

Comments of REA in CC Docket No. 80-584 

cc(w/att): Chuck Eliott



MAk 1 v !3Si

Mr.  C h a r l e s  E l l e t t ,  De sk  O f f i c e r  
R e g u l a t o r y  A n a l y s i s  P r o g r a m  
O f f i c e  o f  M an ag em e n t  and B u d g e t  
New E x e c u t i v e  O f f i c e  B u i l d i n g  
W a s h i n g t o n ,  D. C. 20503

D e a r  Mr.  E l l e t t :  . ~~—

T h i s  i s  i n  r e s p o n s e  t o  y o u r  r e q u e s t  f o r  i n f o r m a t i o n  r e g a r d i n g  t h e  
memorandum o f  Mar ch  6 , 19R1,  s u b m i t t e d  by A la n  Y.  N n f t a l i n ,  C o u n s e l  
f o r  A l a s c o m ,  I n c . ,  c o n c e r n i n g  R u r a l  E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n  
(REA) f i n a n c i n g  o f  t e l e p h o n e  Byptems  i n  A l a s k a .  The memorandum 
i n c o r r e c t l y  a l l e g e s  t h a t  ilEA p o l i c y  p r o m o t e s  t h e  u s e  o f  REA l o a n  
f u n d i n g  i n  p l a c e  o f  a v a i l a b l e  c o m m e r c i a l  f i n a n c i n g  c o n t r a r y  t o  
t h e  i n i t i a t i v e s  o f  t h e  P r e s i d e n t ' s  " P r o g r a m  f o r  Ec on o mi c  R e c o v e r y .  '
The s e c o n d  p a r a g r a p h  on p a g e  o n e  o f  t h e  memorandum c o n t a i n s  s e v e r a l  
i n a c c u r a c i e s .  F i r s t ,  i t  s t a t e s  t h a t  " .  . . e x i s t i n g  REA p o l i c y  i s
t o  p r o m o t e  t h e  u s e  o f  l ow i n t e r e a t  REA l o a n  f u n d i n g  f o r  i t s  b o r ­
r o w e r s  i n  A l a s k a  t o  a c q u i r e  e a r t h  s t a t i o n  f a c i l i t i e s  „ . . "  The
F e d e r a l  C o m m u n i c a t i o n s  C o mm i s s i on  (FCC) i n  CC D o c k e t  No.  8 0 - 5 8 4 ,  
N o t i c e  o f  P r o p o s e d  R u l e m a k i n g  ( r e l e a s e d  O c t o b e r  29 ,  1981)  i s  t h e  
f e d e r a l  a g e n c y  w h i c h  h a s  t h e  s o l o  r e o p o n o i b i l i t y  f o r  d e c i d i n g  
, j l x c i c s  g o v e r n i n g  o w n e r s h i p  and o p e r a t i o n  o f  A l a s k a n  e a r t h  s t a t i o n s .  
The FCC e x p e c t s  e l i g i b l e  a p p l i c a n t s  f o r  l i c e n s e s  t o  own nod o p e r a t e  
e a r t h  s t a t i o n s  t o  d e m o n s t r a t e  t h e i r  t e c h n i c a l  nud f i n a n c i a l  q u a l i ­
f i c a t i o n s .  I f  a r u r a l  t e l e p h o n e  s y s t e m  h a s  r e g u l a t o r y  a u t h o r i t y
t o  own and  o p e r a t e  t o ' . l  f a c i l i t i e s ,  REA h a s  t h e  a u t h o r i t y  t o
p r o v i d e  f u n d i n g  f o r  reach f a c i l i t i e s .

The  s e c o n d  i n a c c u r a c y  i n  t h e  s e c o n d  p a r a g r a p h  i s  Che s t a t e m e n t  
t h a t  REA woul d  commi t  l o a n  f u n d s  " t o  c o n s t r u c t  new o r  r e p l a c e m e n t  
e a r t h  s t a t i o n  f a c i l i t i e s  f o r  w h i c h  c o m m e r c i a l  f i n a n c i n g  i s  e i t h e r  
a l r e a d y  i n  p l a c e  o r  o t h e r w i s e  c o m m i t t e d . . . "  The R u r a l  E l e c t r i f i c a t i o n  
Ac t  (RE A c t )  o f  1 9 3 6 ,  an a m e n d e d ,  s t n t e o  t h a t  "Wheu i t  i s  d e t e r m i n e d  
by t h e  A d m i n i s t r a t o r  t.o b e  n e c e s s a r y  i n  o r d e r  t o  f u r n i s h  o r  i m p r o v e  
t e l e p h o n e  s e r v i c e  i n  r u r a l  a r e a s ,  s u c h  l o a n s  may be  made f o r  t h e  
i m p r o v e m e n t ,  e x p a n s i o n ,  c o n s t r u c t i o n ,  a c q u i s i t i o n  and  o p e r a t i o n  
o f  t e l e p h o n e  l i n e s ,  f a c i l i t i e s ,  or  s y s t e m s  w i t h o u t  r e g a r d  t o  
t h e i r  g e o g r a p h i c a l  l o c a t i o n . "  The RE Ac t  a l s o  s t a t e s  t h a t  "Loans  
u n d e r  t h i s  s e c t i o n  s h a l l  n o t  be  made u n l e s s  t h e  A d m i n i s t r a t o r  
f i n d s  and  c e r t i f i e s  t h a t  i n  h i s  j u d g m e n t  t h e  s e c u r i t y  t h e r e f o r  
i n  r e r s o n a b l v  a d e q u a t e  n o r  s h a l l  s u c h  l o a n s  be  a . i d c  i n  any  s t a t e  
w h i c h  now h a s  o r  may h e r e a f t e r  h a v e  a s t a t e  r e g t l n t o r y  body  h a v i n g  
a u t h o r i t y  t r  r e g u l a t e  t e l e p h o n e  s e r v i c e  and t o  a c q u i r e  c e r t i f i c a t e s  
o f  c o n v e n i e n c e  and n e c e s s i t y  t o  t h e  a p p l i c a n t  u n l e s s  s u c h  c e r t i f i c a t e  
f r o m  s u c h  a g e n c y  i s  f i r s t  o b t a i n e d . "
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P a r a g r a p h  * i x  o f  t h e  a f o r e m e n t i o n e d  PCC N o t i c e  s t a t e s  t h a t  o f  t h e  
16 0  B u s h  c o m m u n i t i e s  s e r v e d  by  A l a s c o m ,  a p p r o x i m a t e l y  100 r e c e i v e  

. o n l y  " l i f e l i n e  s e r v i c e , " T h i s  s e r v i c e  c o n s i s t s  o f  two c h a n n e l s ,  
ont '  o f  w h i c h  p r o v i d e s  i n t e r s t a t e  and i n t r a o t a t e  l o n g  d i s t a n c e  
t e l e p h o n e  s e r v i c e  a nd  t h e  o t h e r  w h i c h  i s  a p r i v a t e  l i n e  c o n n e c t e d  
t o  t h e  A l a s k a  N a t i v e  H e a l t h  S e r v i c e ,  a p r o v i d e r  o f  e m e r g e n c y  and 
h e a l t h  a s s i s t a n c e  t o  t h e  v i l l a g e s .  I n  many  c a s e s ,  t h e r e  i s  o n l y  
o n e  t e l e p h o n e  w h i c h  a c c e s s e s  m e s s a g e  t o l l  s e r v i c e  and  i t  i s  s e m i -  
p u b l i c  and  may b e  i n a c c e s s i b l e  o u t s i d e  o f  b u s i n e s s  h o u r s .  As t h e  
FCC N o t i c e  s t a t e s ,  " T h u s ,  t h o  r e s i d e n t s  s o m e t i m e s  do n o t  h a v e  
r e a d /  a c ' c a s s  t o  t h e  p h o n e ,  m u s t  b e  summoned'  by  a m e s s e n g e r  f o r  
a n  i t . c o m i n g  ' c ' a l l , and  d u e  t o  t h e  p u b l i c  l o c a t i o n  o f  t h*u_phone ,  
e n j o y  m i n i m a l  p r i v a c y  d u r i n g  t h e i r  c o n v e r s a t i o n s . "

F i n a l l y ,  t h e  s e c o n d  p a r a g r a p h  o f  t h e  memorandum s t a t e s  t h a t  " t h i s  
REA p o l i c y  c o u l d  i n v o l v e  a s  much a s  $80 m i l l i o n  o f  l o w i n t e r e s t  REA 
l o a n  f i n a n c i n g  b e i n g  c o m m i t t e d  i n  A l a s k a  i n  c i r c u m s t a n c e s  wh er e  
c o m m e r c i a l  f i n a n c i n g ,  s o u r c e s  c a n  b e  r e a s o n a b l y  r e l i e d  u p o n . "  The 
$80  m i l l i o n  f i g u r e  i s  h i g h l y  q u e s t i o n a b l e .  A l a s c o m  n e v e r  b r e a k s  
i t  down i n t o  i t s  c o m p o n e n t  p a r t s  -  t h e  p r i c e  p e r  e a r t h  s t a t i o n  
m u l t i p l i e d  by t h e  t o t a l  number  o f  e a r t h  s t a t i o n s .  I n  1 9 7 5 ,  an  
e a r t h  s t a t i o n  c o s t  $ 1 0 5 , 0 0 0 .  C u r r e n t l y , - 100  s t a t i o n s  a r e  i n  
o p e r a t i o n .  Even a s s u m i n g  a d o u b l i n g  i n  p r i c e  p e r  s t a t i o n  and a 
d o u b l i n g  i n  t h e  number  o f  e a r t h  s t a t i o n s  t o  2 0 0 , t h e  t o t a l  c o s t  
w o u ld  b e  $42 m i l l i o n ,  a b o u t  h a l f  o f  A l a s c o m ’ o p r o j e c t i o n .  E a r t h  
s t a t i o n  t e c h n o l o g y  i s  much i m p r o v e d  s i n c e  1 9 7 5 ,  h o w e v e r ,  and  we 
h a v e  no r e a s o n  t o  b e l i e v e  c r s t s  wou l d  h a v e  e s c a l a t e d  so t r e m e n d o u s l y .

The  o t h e r  q u e s t i o n s  a b o u t  t h e  $80 m i l l i o n  f i g u r e  i n v o l v e s  A l a s c o m ’ s 
a s s u r a n c e  t h a t  i t  h a s  c o m m e r c i a l  f i n a n c i n g  a v a i l a b l e  i n  t h a t  a m o u n t .  
T h a t  i s  a n  e x c e p t i o n a l l y  l a r g e  a mo u n t  o f  c a p i t a l  t o  i n v e s t  and t h u s  
f a r  A l a s c o m  h a s  n o t  b a c k e d  up i t s  a s s e r t i o n  t h a t  s u c h  f i n a n c i n g  
i s  a v a i l a b l e  w i t h  h a r d  f i g u r e s  aud p r o p o n e d  s o u r c e s  o f  f u n d s .

The  t h i r d  p a r a g r a p h  on p ' igc  o ne  r e q u e s t s  t l  i t  REA be  p r e v e n t e d  f rom 
m a k in g  " f u r t h e r  u n n e c e s s a r y  l o a n  c o m m i t m e n t s  . . . "  No u n n e c e s s a r y
l o a n  c o m m i t m e n t s  h a v e  b e e n  made and n o n e  w i l l  b e  m a d e .  REA 
r o u t i n e l y  f u n d s  t o l l  t e r m i n a t i n g  f a c i l i t i e s  i n  b o r r o w e r s ’ e x c h a n g e s ,  
w-. e t h e r  t h e y  be  c a r r i e r ,  m i c r o w a v e ,  c a b l e  o r  e a r t h  s t a t i o n s .  Such 
a p o l i c y  p r o v i d e s  b e t t e r  s e c u r i t y  f o r  REA l o a n s ,  i m p r o v e s  f e a s i b i l i t y  
and  i n  many i n s t a n c e s  a l l o w s  p r o v i s i o n  o f  b e t t e r  s e r v i c e .  Loan 
c o m m i t m e n t s  Gr e  n o t  " u n n e c e s s a r y "  when t h e y  f u l . i l l  REA’ s g o a l  of  
p r o v i d i n g  q u a l i t y  t e l e p h o n e  s e r v i c e  t o  r u r a l  a r e a s  a t  r e a s o n a b l e  
r a t e s ,

The f i r s t  f u l l  p a r a g r a p h  on p a g e  two n l l e g e s ,  a g a i n  i n c o r r e c t l y ,  
t h e t  " T h e  REA p o l i c y  a d d r e s s e d  h e r e  d e v e l o p e d  a s  a n  REA s t a f f  
I n i t i a t i v e  d u r i n g  t h e  C a r t e r  a d m i n i s t r a t i o n  t o  a d d r e s s  a s p e c i a l  
s i t u a t i o n  e x i s t i n g  i n  A l a s k a . "  REA’ s p o l i c y  o f  f i n a n c i n g  a l l  o f  
t h e  t e l e p h o n e  f a c i l i t i e s  w i t h i n  a b r v v o w e r ' o  G e r v i c c  a r e a  ha s  b e e n
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i n  e x i s t e n c e  f o r  a l n o a t  30 y e a r s .  As s u c h ,  i t  c a n n o t  bo c o n s i d e r e d  
a n e v  o r  r e c e n t  p o l i c y  and v aa  n o t  d e v e l o p e d  t o  s p e c i f i c a l l y  a d d r e s s  
t h e  s i t u a t i o n  e x i s t i n g  i n  A l a s k a , ,  To t h e  c o n t r a r y ,  l o n g  s t a n d i n g  
REA p o l i c y  h a s  b e e n  a p p l i e d -  t o  Alac lca  J u s t  a s  i t  h a s  b e e n  a p p l i e d  
t o  t h e  l o v e r  48 s t a t e s .  The f i r s t  REA l o a n  w h i c h  i n c l u d e d  . f u n d s  
f o r  t o l l  f a c i l i t i e s  was  n o d e  d u r i n g  t h e  E i s e n h o w e r  a d m i n i s t r a t i o n  
i n  1 9 5 a .

Thu f i r s t  p a r a g r a p h  on  p a g e  two o f  t h e  memorandum c o n t a i n s  c o n -  
t radictz>r.y s t a t e m e n t s  a s  t o  A l a s c o m ' s  " r i g h t ” t o  own and  o p e r a t e  
t h e  e a r t h  et-a.tJLon f a c i l i t i e s  i n  q u e s t i o n .  The memorandum i t s e l f  
s t a t e s ,  "A1 t h o u g h ^ i t  had b e e n  o p e r a t i n g  t h e s e  e a r  t h ^ Ts t a - t i o n  
f a c i l i t i e s  i n  some c a s e s  f o r  many y e a r s  . . . A l a s c o m  b a d . . n o t  
o b t a i n e d  p e r m a n e n t  o p e r a t i n g  a u t h o r i t y  f r om  t h e  FCC."  T h a t - s t a t e ­
m e n t  i s  a b s o l u t e l y  c o r r e c t .  The  p u r p o s e  o f  FCC Common C a r r i e r - ^ .  
D o c k e t  No .  8 0 - 5 8 4  i s  t o  d e c i d e  t h e  q u e s t i o n  o f  o w n e r s h i p  a nd  t o  
p o s s i b l y  a l l o w  s m a l l  i n d e p e n d e n t  t e l e p h o n e  c o m p a n i e s  i n  A l a s k a  
t o  own a nd  o p e r a t e  a l l  o f  t h e  f a c i l i t i e s  w i t h i n  t h e i r  f r a n c h i s e d  
s e r v i c e  a r e a s ,  j u s t  a s  i s  d o n e  i n  t h e  r e s t  o f  t h e  U n i t e d  S t a t e s .  
F u r t h e r ,  i n  t h e  samo p a r a g r a p h  o f  t h e  memorandum,  A l a a c o m  a l l e g e s  
a " c o n t i n u e d  r i g h t  t o  own and  o p e r a t e  t h o s e  e a r t h  s t a t i o n  f a c i l i t i e s .  
As A l a s c o m  i t a e l f  a d m i t s ,  no s u c h  " c o n t i n u e d  r i g h t "  e x i s t s .
A l a sc om was  p e r m i t t e d  t o  o p e r a t e  t h e  e a r t h  s t a t i o n s  on  a n  i n t e r i m  
b a s i s  u n t i l  t h e  FGC d e c i d e d  t h e  i s s u e  o f  o w n e r s h i p .  The  o n l y  e a r t h  
s t a t i o n s  w h i c h  A l a s c o m  h a s  a " c o n t i n u e d  r i g h t "  t o  o p e r a t e  a r e  t h o s e  

’ l o c a t e d  i n  t h e  32 l a r g e s t  c i t i e a  w h e r e  A l a s c o m r.ov o p e r a t e s  " m i d -  
r o u t e "  s t a t i o n s .  The FCC h a s  e x c l u d e d  t h e s e  f r o m  i t s  r u l e m a k i n g  
p r o c e d u r e  and  REA h a s  n o t  c o m m i t t e d  n o r  do ' ; s  i t  i n t e n d  t o  c ommi t  
f i n a n c i n g  f o r  e a r t h  o ~*a t  i o n s  i n  t h e s e  c i t i e s .

A g a i n  i n  t h e  sar . e  p a r a g r a p h  t h e  i s s u e  i n  f u r t h e r  c o n f u s e d  by t h e  
s t a t e m e n t :  " .  . . REA d e c i d e d  a s  a m a t t e r  o f  p o l i c y  t h a t  i t  would
commi t  l o w  i n t e r e s t  l o a n  f u n d i n g  t o  s u p p o r t  t h e  f i n a n c i a l  q u a l i f i ­
c a t i o n s  o f  R'JA b o r r o w e r s  i n  c o m p e t i t i v e  p r o c e e d i n g s  b e f o r e  t h e  
FCC . . . "  The p r o c e e d i n g s  b e f o r e  t h e  FCC a r e  o f  a r u l e m a k i n g ,  
noc  " c o m p e t i t i v e "  n a ' u r e .  L o c a l  t e l e p h o n e  c o m p a n i e s  i n  A l a s k a  
and A l a a c o m a r e  n o t  c o m p e t i t o r s  b u t  i n s t e a d  a r e  p r o v i d e r s  o f  n 
j o i n t  s e r v i c e .  The  q u e s t i o n  1 b  n o t  c o m p e t i t i o n  a t  n i l  b u t  r a t h e r  
w h i c h  e n t i t l e s  w i l l  be  i n v o l v e d  i n  t h e  o w n e r s h i p  o f  f a c i l i t i e s .

The s e c o n d  f u l l  p a r a g r a p h  on p a g e  two o f  t h e  memorandum a t n t o o  
t h a t  REA f u n d i n g  i s  b e i n g  p r o p o s e d  " t o  f i n a n c e  c o n s t r u c t i o n  o f  
new f n c i l i t i o a  w h i c h  wo ul d  b y p a u o  o r  r e p l a c e  A l a s c o m ' s  e x i s t i n g  
r o l l  n e t w o r k  f a c i l i t i e s , "  The n o n d u p l i c a t i o n  p r o v i s i o n  o f  t h e  
RE A c t ,  r e f e r r e d  t o  e a r l i e r ,  p r e v e n t s  l o a n  f u n d s  f r om  b e i n g  u s e d  
t o  " b y p a s s "  t h e  e x i s t i n g  n e t w o r k .  One o f  REA'a c o n c e r n s  h a s  
a l w a y s  b e e n  p r e s e r v i n g  t h e  i n t e g r i t y  o f  Che n e t w o r k .  REA may 
commi t  l o a n  f u n d s  t o  r e p l a c e  f a c i l i t i e s  b u t  o n x y  when t h o s e  
f a c i l i t i e s  a r e  i n a d e q u a t e  and a r e  an  o b s t a c l e  t o  t h e  p r o v i s i o n  
o f  qu a l l e y  t e l e  ph o ne  s e r v i c e . '
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The third paragraph on page two again states that funding entire 
systems is a "new REA policy.” It. auet be reiterated that this is 
a policy which has been in existence for almost three decades.
REA loans are made to borrower# to provide telephone service in 
the rural areas of America. The loans are made only after-extensive 
studies have been coapleted. The existing need for quality tele­
phone service in the rural areas of Alaska, as stated by the 
Governor of Alaska, the Alaska Public Service Cosuaisaion and 
residents of Alaska shows that theae loans have been necoosary.

The final paragraph on page two shows Alascoa’o concern about REA's 
budget and *lle'gen^ chat "unnecessary commitments: of. vffiTlr-kind 
obviously preclude availabi!i£jjrj’3£ REA loan . funding" in areas where 
ccamerc ial ‘ f inane ing is no t- r aadlLlyVava liable , * a clearly un^batif table 
reoult." REA is well aware of-the overall budget constraints ^ 
impoaed by the President’s "Program for Economic Recovery," and is 
even more familiar with the limitations placed on the availability 
of REA loan funds. REA is capable"of establishing priorities for 
the use of its own limited reaourcon to make quality telephone 
service available to rural Americans. It ohould bo understood that 
the small independent telephone operating companies in Alacka may 
be capable of obtaining financing for theoo facilities from 
commercial lenders,

Tho f i r o t  f u l . l  p a r a g r a p h  on  p a ge  t h r e e  a l l o g o o  t h a t  t h e  A d m i n i s t r a t o r  
o f  REA f i l e d  f o r m a l  c ommen t s  " .  . , s u p p o r t i n g  a d o p t i o n  o f  a N o t i c e  
o f  P r o p o a e d  R u l e m a k i n g  i n  C D o c k e t  No.  8 0 - 5 8 4  w h i c h  wou l d  l i m i t  
t h e  e l i g i b i l i t y  f o r  t h e  l i c e n s i n g  o f  e a r t h  D t a t i o n  f a c i l i t i e s  t o  
c e r t i f i c a t e d  l o c a l  e x c h a n g e  c a r t i e r a  i n  t h e  A l a a k a  B u s h ,  e f f e c t i v e l y  
d i s f r a n c h i s i n g  A l a a c o m . "  Tho A s a i n t a n t  A d m i n i s t r a t o r  -  T e l e p h o n e  
a c t u a l l y  f i l e d  c ommen t s  c o n c u r r i n g  i n  t h e  FCC*c o t a t e d  a im o f  
a l l o w i n g  t e l e p h o n e  c o m p a n i e s  i n  A l a s k a  t h e  came t r e a t m e n t  t h a t  t h o n e  
i n  t h e  l o w e r  48 a t n r . e s  r e c e i v e  -  t h e  o p p o r t u n i t y  t o  own nnd o p e r a t e  
a l l  t h e  f a c i l i t i e s  v i t h i u  t h e i r  f r a n c h i s e d  a r e a .  S e c o n d l y ,  t heme 
i s  no way t h a t  Al aacom c o u l d  be  " e f f e c t i v e l y  d i s f r a n c h i s e d "  s i n c e  
t h e y  wo r e  n e v e r  f r a n c h i a e d  i n  t h e  f i r c t  p l a c e .  The ' b o n t i n u e d  
r i g h t "  v h i c h  Alaacom r e p e a t e d l y  r e f e r s  t o ,  n e v e r  e x i s t e d .

F u r t h e r  i n  t h e  c a n e  p a r a g r a p h ,  t h e  A l a a c o m  memorandum s t a t e d  "Al aa co m 
. . . would  be b a r r e d  e ven  f r om  c c m p o t i n g  f r r  t h e  r i g h t  t o  own and
o p e r a t e  t h e s e  f a c i l i t i e s , "  Ac p r e v i o u s l y  o t n t e d ,  A l a s c o m  i a  b e i n g  
a w a r d e d  o w n e r  ; h i p  o f  o t h e r s  v i a  a w a i v e r  p r o c e d u r e  i f  l o c a l  t e l e p h o n e  
c o u p n n i e o  a r e  u n a b l e  o r  u n w i l l i n g  t o  p r o v i d e  t h e  f a c i l i l i e o .

F i n a l l y ,  REA s t a n d s  by i t 9  c o n c u r r e n c e  i n  CC D o c k e t  No.  8 0 - 5 8 4 .  We 
a g r e e  w i t h  t h e  f o l l o w i n g  e x c e r p t  f r o m  t h e  FCC 'a  N o t i c e :

" .  . t h e  p u b l i c  i n t e r e a t  w i l l  bo b e a t  s e r v e d  by a d o p t i n g  r uJ  es  
wh ich  r e q u i r e  l o c a l  e x c h a n g e  c e r t i f i c a t i o n  a s  h q u a l i f i c a t i o n  to  
own and o p e r a t e  e a r t h  s t a t i o n  f a c i l i t i e s  i n  r u r a l  A l n a k a  c o m r a u n i t i e n
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t o  p r o v i d e  KTS s e r v i c e .  As a p r a c t i c a l  m a t t e r *  t h i s  means  t h a t  
n a t i v e  A l a s k a n d - w i l l  p l a y  a l a r g e r  r o l e  i n  n e t w o r k  p l a n n i n g  i n  
Bush  a r e a s  a n d  w i l l  e x e r c i s e  eosra e f f e c t i v e  c o n t r o l  o v e r  t h e  

" o p e r a t i o n  and  m a i n t e n a n c e  oil s a t e l l i t e  e a r t h  s t a t i o n s  s e r v i n g  
t h e i r  c o m m u n i t i e s .  Wo axpe-  t  t h i s  w i l l  i n c r e a s e  t h e  a r a i l a b i l i t y  
o f  s a t e l l i t e  s e r v i c e s  t o  t h o s e  area*. ! ,  a nd  t h e r e f o r e  p r o m o t e  
s a f e t y  o f  l i f e ,  . . i f  i c i e n t . s e r v i c e ,  m o r e  a d e q u a t e  f a c i l i t i e s  and 
o t h e r  o b j e c t i v a s  o f  S e c t i o n  I  o f  t h e  C o m m u n i c a t i o n s  A c t  A p a r t  
f r o m  t h e s e  s u b s t a n t i v e  b e n e f i t s ,  ve  b e l i e v e  t h a t  t h i s  * r u l e m a k i n g  
p r o c e e d i n g  p r o v i d e s  t h e  m o s t  e f f e c t i v e  p r o c e d u r a l  t o o l  f o r  d e c i d i n g  
t h e  o w n e r s h i p  p o l i c y  q u a s t i o n  w h i c h  h a ' i P ' p l a g u e d  t h e  Buah a p p l i c a t i o n s  
f o r .  m o r e  tha-OL<5- . . yaa ra .  \  W'o e x p e c t  i t s  r e s o l u t i o n  w i l l _ p e r m i t  
e x p e d i t i o u s  a c t f a n - o n  t h e  n p p l i c a i t i o n s  c u r r e n t l y  p o n d i n g  a s  w e l l  
a s  t h o o o  t h a t  w i l l  b e ' f i l e d  i n ^ t h c  f u t u r e . * 1 *

* % • ' * \The FCC g o e s  on  t o  e a y :

"By v i r t u e  o f  t h e i r  a c t u a l  p r e s e n c e  i n  t h e  Bu sh  c o m m u n i t i e s ,  
t h e  l o c a l  c x c h a n g o  c a r r i e r s  w ou ld  a p p e a r  t o  b e  b e t t e r  e q u i p p e d  t o  
r e m e d y  t h e  p r o b l e m s .  T h i s  o n - a i t a  a v a i l a b i l i t y  w ou ld  l i k e l y  r e d u c e  
o r  e l i m i n a t e  t h e  s e r v i c e  o u t a g e s  d ue  t o  t h e  r e c u r r i n g  m i n o r  r e p a i r  
p r o b l e m s  v h i c h  now r e q u i r e  A l a s c o m t o  d i s p a t c h  n m a i n t e n a n c e  s t a f f  
f r om a c e n t r a l i z e d  m e t r o p o l i t a n  l o c a t i o n . "

F i n a l l y ,  and  m o a t  i m p o r t a n t l y ,  t h e  FCC s t a t e s :

" M o r e o v e r ,  l o c a l  o w n a r o h i p  i s  l i k e l y  t o  p r o d u c e  a more  
e f f e c t i v e  moans  o f  p r e d i c t i n g  a n d A s a t i s f y i n g  g r o w i n g  c o a -  
m u f l l c a t i o n s  r e c u i r c m c n t s . I t  w o u l d  a p p e a r  t h a t  l o c a l •o w n e v a h i p  
r e p r e s  s r i to  t h e  a o r e  e f f i c i e n t  a nd  e c o n o m i c  a l t e r n a t i v e  f o r  m e e t i n g  
t h e  u n u s u a l  s e r v i c e  n e e d s  o f  t h e  Bush  e a r t h  s t a t i o n s . 11

The a t t i t u d e ,  e x p r e s s e d  i n  Mr .  N a f t a l i n ’ s l e t t e r  i s  s om e wh a t  
s t r a n g e  b e c a u s e  i t  c o n t r a d i c t s  t h e  vi . swo o f  m a n a g e m e n t  o f f i c i a l s  
o f  nn  a f f i l i a t e d  c o r p o r a t i o n  o f  A l a s c o m .  A l a s c o m i s  owned by 
a c o r p o r a t i o n  w h i c h  i n  t u r n  i s  owned by P a c i f i c  P o we r  and  L i g h t  
Company.  T h i e  l a t t e r  c o r p o r a t i o n  owns t h r o u g h  a n o t h e r  i n t e r m e d i a t e  
s u b s i d i a r y ,  a n  o p e r a t i n g  i n d e p e n d e n t  t e l e p h o n e  company  named 
E a s t e r n  O r e g o n  T e l e p h o n e  Company (EOTC) .  EOTC a p p l i e d  f o r  and  
r e c e i v e d  a l o w  i n t e r c o t  (2 p e r c e n t )  REA l o a n  l a s t  y e a r  i n  t h e  
a m o un t  o f  $ 9 , 5 0 0 , 0 0 0  w h i c h  i n c l u d e d  f u n d i n g  o f  $ 8 7 6 , 0 0 0  f o r  t h o  
o w n e r s h i p  o f  t o l l  f a c i l i t i e s  w h i c h  p e r f o r m  t h e  sama f u n c t i o n  a s  
t h e  " a r t h  s t a t i o n s  i n  A l a s k a  c i t e d  by Mr .  N a f t a l i n .  F e a s i b i l i t y  
s t u d i e s  p r e p a r e d  by REA i n d i c a t e d  t h a t  t h e  c o mp an y  c o u l d  a f f o r d  
f i n a n c i n g  f r om t h e  R u r a ’ T e l e p h o n o  Bank w h i c h ,  a t  t h e  t i m e ,  had 
a n  i n t e r e s t  r a t e  o f  9 . 0  ; e r c e n t .  Mana ge men t  o f f i c i a l s  f o r  EOTC 
w e r e  a u k e d  t o  " v o l u n t e e r "  f o r  n l o a n  f r o m  t h o  Banx  b u t  t h e y  
r e f u s e d  and i n s i s t e d  on f i n a n c i n g  f r o m  t h o  R u r a l  E l e c t r i f i c a t i o n  
and T e l e p h o n e  R e v o l v i n g  F u n d ,  a t  2 p e r c e n t ,  b e c a u s e  t h e  company  
had  an  e x i s t i n g  and p r o p o n e d  d e n s i t y  o f  l e s s  t h a n  t h r e e  s u b s c r i b e r s  —
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p e r  n i l e  o f  l i n e ,  D nd e r  t h e  RE A c t # t e l e p h o n e  s y s t e m s  w i t h  t h r e e  
s u b s c r i b e r s  p e r  * i i l e  o f  l i n e  o r  f e w e r  a r e  e l i g i b l e  f o r  f i n a n c i n g  
f r o m  REA a t  t h e  s p e c i a l  i n t e r e s t  r a t e  c f  2 p e r c e n t .  I n  t h e  p a s t ,  
g o n e  o t h e r  c o m p a n i e s  i n  t h i s  s i t u a t i o n  h a v e  v o l u n t e e r e d  t o  t a k e  
a l o a n  f r o m  t h e  R u r a l  T e l e p h o n e  B a n k .

EuiC p r e o c n t l f  h a s  on ‘’ l i e  w i t h  REA a l o a n  a p p l i c a t i o n  i n  t h e  
a m o u n t  o f  $ 7 , 0 0 0 , 0 0 0 ,  * A i c h  i n c l u d e s  a  r e q u e s t  f o r  f u n d i n g  o f  
t o l l  f a c i l i t i e s  i n  t h e  a p p r o x i m a t e  a m o u n t  o f  $ 1 . 2  m i l l i o n .  W h i l e  
o f f x c l & l s  o f  o n e  s u b s i d i a r y  o f  P a c i f i c  P o w e r  a n d  L i g h t  Company 
a r e  c r i t i c i s i n g  RBA f u n d i n g  f o r  t o l l ; f a c i l i t i e s  i n  A l a s k a ,  
o f f i c i / . l s  o l ^ e n o t h ’e r  e u b s i d i a r y  o f  P a c i f i c  P o w e r - a n d .  L i g h t  Company 
a r o  r e p e a t e d l y  a s k i n g  REA t o  e x p e d i t e  t h e  p r o c o as i a g ^ T t f ^ ' e . n  REA 
l o a n  f o r  t o l l  f a c i l i t i e s  i n  ’O r e g o n  a t  an  i n t e r e a t  r a t e  
2  p e r c e n t .  ”*•*■» • ~

I t  s h o u l d  ba  n o t e d  t h a t  t h e  A d m i n i s t r a t i o n  h a s  a l r e a d y  s u b m i t t e d  
p r o p o s e d  l e g i s l a t i o n  t o  t h e  C o n g r e s s - w h i c h  w o u l d  e l i m i n a t e  t h e  
a v a i l a b i l i t y  o f  2 p e r c e n t  f i n a n c i n g  u n d a r  t h o  RE A c t .

\

S i n c e r e l y ,  '

Jcha H/_Arne3e:j'

JOHN H.  ARNESEN
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1 IN THE HOUSE BY HURLBERT, VASKA, AND CHUCKWUK

2 HOUSE JILL NO. 165

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TWELFTH LEGISLATURE - FIRST SESSION

5

6

A BILL . '  
c  ( 2/77040

For an Act e n t i t l e d :  "An Act c r e a t i n g  the  ipnhjric «jfcA44-ty r evo l v i ng  loan

7 fund;  and p rov i d i ng  f o r  an e f f e c t i v e  d a t e . "

0 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * S ec t i on  1. DECLARATION OF POLICY AND PURPOSE. The l e g i s l a t u r e  f i nds

10 t h a t

11 ( 1 ) the  a v a i l a b i l i t y  of  adequate  p u b l i c  u t i l i t y  s e r v i c e s  and

12 f a c i l i t i e s  a t  r ea sonab l e  r a t e s  in  the  s t a t e  i s  a proper  ma t t e r  of  p u b l i c

13 concern;

14 ( 2 ) the  a b i l i t y  of  p r i v a t e l y ,  m u n i c i pa l l y  and c o o p e r a t i v e l y  owned

15 p u b i i "  u t i l i t i e s  in the  s t a t e  to  f i nance  s e r v i c e  to the  p u b l i c  and t o  f inance /
16 c a p i t a l  improvements r e q u i r e d  to  extend and improve those  s e r v i c e s  on terms L
17 t h a t  w i l l  enable  u t i l i t y  serv. '  a r a t e s  to remain a t  r ea s onab l e  l e v e l s  i r  the

18 f o r e s e e a b l e  f u t u r e  i s  s e r i o u s l y  impai red by the  u n a v a i l a b i l i t y  of  low-cos t

19 p r i v a t e  f i n a n c i ng  and by the de lays  exper i enced  in  o b t a i n i n g  low-cos t  f e d e r a l

20 l oan 3 ;

21 (3) as a ma t t e r  of  pub l i c  p o l i c y ,  to  ensure  t he  sound development

22 of the  s t a t e  and i t s  r e sou r ce s  and to  provide  an a cc e p t a b l e  l e v e l  of  u t i l i t y

23 s e r v i c e s  to i t s  r e s i d e n t s  a t  r ea sonab le  r a t e s ,  t he  s t a t e  should a s s i s t  t he se

24 p ub l i c  u t i l i t i e s  in  a cqu i r ing  the money t h a t  i s  e s s e n t i a l  to o p e r a t e ,  main­
1

25 t a i n  and expand u t i l i t y  f a c i l i t i e s  and s e r v i c e s .

26 * Sec.  2. AS 42 i s  amended by adding a new c hap t e r  to  read:
27 CHAPTER 08. PUBLIC UTILITY REVOLVING LOAN FUND.

28

29

Sec.  42.08.010.  REVOLVING LOAN FUND CREATED. The p ub l i c  u t i l i t y  

r ev o lv in g  loan fund i s  c r e a t e d  i n  t he  Be oar  C o m m e r c e  and F . c n -
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nomic Development.

Sec.  42 . 08 .020 .  POWERS AND DUTIES OF THE DEPARTMENT. (a) The 

depar tment  s h a l l  f o r mula t e  procedures  and adopt  r e g u l a t i o n s  t o  implement 

t h i s  c hap te r  i n  c o n s u l t a t i o n  wi th t he  Alaska Pub l i c  U t i l i t i e s  Commis­

s io n .

(b) The depar tment  may

( 1 ) make a loan from the  p ub l i c  u t i l i f  r e vo lv in g  loan fund 

to a p u b l i c  u t i l i t y  to f inance  or r e f i n a n c e  c a ' x t a l  improvements,  p l a n t  

and f a c i l i t i e s ,  and to improve and expand s e r v i c e s ,  i f  o t h e r  c r e d i t  i s  

not  r e a d i l y  a v a i l a b l e  from p r i v a t e  l end ing  i n s t i t u t i o n s  a t  a r a t e  of 

i n t e r e s t  l e s s  than the r a t e  of  i n t e r e s t  which the  s t a t e  agreed to pay 

on the most r e c e n t  gener a l  o b l i g a t i o n  bonds i s sued  be fo re  -he a p p l i c a ­

t i o n  f o r  the  loan under  t h i s  c hap t e r ;

( 2 ) make loans  from the p ub l i c  u t i l i t y  r ev o l v i ng  loan fund 

to  a p u b l i c  u t i l i t y  to meet 9 h o r t - t e r m  or i n t e r i m  c a p i t a l  needs befcre  

r e c e i p t  by thv p ub l i c  u t i l i t y  of  l ong- t e rm l oans ;

(3) c on s u l t  wi th a p p r o p r i a t e  f e d e r a l  agenc i e s  and o the r  

l enu ing  i n s t i t u t i o n s  which make loans  t o  p u b l i c  u t i l i t i e s  in  the  s t a t e  

concern ing  p o l i c i e s ,  r e g u l a t i o n s  and procedures  to c a r r v  out  the p ro­

v i s i o n s  of  t h i s  c hap te r ;

(4) d e s i g n a t e  agent s  and d e l e ga t e  powers t o  them as i s

ne ce s sa ry ;

(5) r e q u i r e  bonds and unde r t ak i ngs  from persons  employed by 

the  depar tment  as i n  the  commiss ioner ' s  judgment a r e  ne ce s s a ry ,  and pay 

the  premiums on the  bonds and unde r t ak i ngs ;

( 6 ) e s t a b l i s h  amo r t i z a t i o n  p lans  as provided in AS 42 .08 . -

0 4 0 ( c ) .

Sec.  42 . 08 .030 .  ELIGIBILITY FOR LOANS. A p u b l i c  u t i l i t y  i s  e l i  

g i b l e  fo r  a loan under t h i s  chap te r  i f- 2 -  HB 165



(1) i t  i s  a publ i c  u t i l i t y  as  de f ined  i n  AS 42 .05 .701(2 ) -

(A) - ( E ) ; -------------------------------------------------------------------------------- -

v2 ) a t  the  t ime of  a p p l i c a t i o n  f o r  a loan  i t  i s  serving t he  

p ub l i c  under  a c e r t i f i c a t e  of  p u b l i c  convenience and n e c e s s i t y  i s su e d

by the  Alaska Pub l i c  U t i l i t i e s  Commission;

(3) in  the  judgment o f  t he  depar tment

(A) the  publ i c  u t i l i t y  shows a d e f i n i t e  p o t e n t i a l  f o r  

p r o v i d i n g  improved or expanded s e r v i c e  i n  the  community or  s e r v i c e  

a r e a  i t  s e r v es ,  or  o the rwi se  r e q u i r e s  t he  f i na nc in g  to  main ta in  

adequa t e ,  e f f i c i e n t  and s a f e  s e r v i c e ;  and

(B) the  u t i l i t y  w i l l  be ab l e  to repay the loan.

Sec.  42 .08 .040.  CONDITIONS AND LIMITATIONS ON LOANS. (a) A loan

t o  a p u b l i c  u t i l i t y  under t h i s  c h ap t e r  may not  exceed $1 , 0 0 0 , 0 0 0 . ^
(b) A loan made under t h i s  c h ap t e r  s h a l l  be on terms and co nd i ­

t i o n s  t he  depar tment  determines  a p p r o p r i a t e  and,  i f  secured by c o l l a t -  

era l 'T may not  exceed 75 percent  o f  the  va lue  of  t he  c o l l a t e r a l  o f f e r e d .

(c) Amor t i za t ion  plans f o r  the  repayment  of  a loan made under

t h i s  chap t e r  may not  exceed 30 y e a r s .  The r a t e  of  i n t e r e s t  charged on 

the  unpaid ba l ance  may not exceed the r a t e  of  i n t e r e s t  which the s t a t e  

agreed to  pay on J i e  most r e c e n t  g en e r a l  a i i i g a t i o n  bonds i ssued b e f o re  

t he  a p p l i c a t i o n  f o r  the loan unde r  t h i s  c h a p t e r .

(d) Unless a loan made under  t h i s  chap t e r  i s  p a r t i c i p a t e d  in by a

f i n a n c i a l  i n s t i t u t i o n  as provided  i n  (e)  of t h i s  s e c t i o n ,  the  loan may 

not  be made u n t i l  an i n v e s t i g a t i o n  and an economic f e i s i b i l i t y  s tudy i s  

conducted and,  as a r e s u l t  of  t h e  i n v e s t i g a t i o n  and s tudy ,  the d e p a r t ­

ment de termines  t h a t  the loan i s  economica l ly  sound,  t h a t  the u t i l i t y  

w i l l  be f i n a n c i a l l y  s e l f - s u s t a i n i n g ,  and the  loan w i l l  be f u l l y  amor­

t i z e d  in  accordance  with the terms and c on d i t i on s  of  the  loan.  The

economic f e a s i b i l i t y  study s h a l l  be conducted by the department  s t a f f
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o r  by c o n s u l t a n t s ,  e ng i nee r s  or o ther  t e c h n i c a l  e x p e r t s  approved by the 

depar tment .  To f a c i l i t a t e  i t s  de t e r mi na t i on  of  economic f e a s i b i l i t y ,  

and i t s  d e t e r m i na t i on  of  t he  a b i l i t y  o f  the  u t i l i t y  t o  be f u l l y  s e l f -

s u s t a i n i n g  and t o  amor t i ze  the loan,  t h e  depar tment  s h a l l  r e q u i r e  the

a p p l i c a n t  f o r  a loan under  t h i s  chap te r  to  f u r n i s h  the  systems s t u d i e s ,  

l ong- r ange  economic f o r e c a s t s ,  f i n a n c i a l  da t a ,  and t e c h n i c a l  in format ion

t h a t  the  depar tment  c on s i de r s  necessa ry .

(e) I f  a loan under t h i s  chapter  i s  p a r t i c i p a t e d  in  by a f i n a n c i a l

i n s t i t u t i o n  in an amount not  l e s s  t han  2 0  p e r c e n t  of  the  t o t a l  amount

of  t he  loan,  the  depar tment  may accept  the  i n v e s t i g a t i o n  and economic 

f e a s i b i l i t y  s tudy made or accepted by the  f i n a n c i a l  i n s t i t u t i o n  as a 

b a s i s  for  i t s  p a r t i c i p a t i o n .

( f )  I f  a f i n a n c i a l  i n s t i t u t i o n  p a r t i c i p a t e s  in  a loan made under 

t h i s  c ha p t e r ,  i t  may e l e c t  to admi n i s t e r  and s e r v i c e  the  loan for  a 

r e a so n a b l e  fee not  exceeding one-ha l f  o f  one percent

(g) The s t a t e  and the  p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u t i o n  s h a l l

each have a l i e n  on the c o l l a t e r a l  o r  sha r e  t he  c o l l a t e r a l  to  the 

e x t e n t  of t h e i r  r e s p e c t i v e  p a r t s  of t he  t o t a l  loan  to  a p ub l i c  u t i l i t y .

Sec.  42 .18 .050.  ADMINISTRATION. Money loaned under  t h i s  chapter  

s h a l l  be d e l i v e r e d  t o  the  borrower i n  the  form of  a war ran t  drawn on 

t he  t r e a s u r y ,  rnd charged a ga i n s t  t he  pub l i c  u t i l i t y  r evo l v i ng  loan 

fund.  Upon repayment of  loans  in accordance  wi th the p r e s c r i b e d  terms,  

o r  upon l i q u i d a t i o n  by f o r ec lo s u r e  or  o t h e r  p roces s ,  or  upon r e c e i p t  of 

i n t e r e s t  or  o t he r  revenue,  the money r ece i ved  s h a l l  be turned  over  to 

the  commissioner of  revenue for  d ep os i t  i n  the p ub l i c  u t i l i t y  revo lv ing  

1 jan fund.

Sec.  42 .08 .060.  SALE OR TRANSFER OF NOTES, MORTGAGES AND OTHER 

COLLATERAL, (a) The commissioner may s e l l  or t r a n s f e r  a t  par value or 

a t  a premium or  d i scoun t  to  a bank or  p r i v a t e  purchase r  fo r  cash or
-4-  HB 165



o t h e r  cons id,  r a t i o n  t he  n o t e s ,  mortgages  and c o l l a t e r a l  h e l d  by the

depar tment  as s e c u r i t y  for  loans  made under t h i s  c h a p t e r .
l

(b) The commissioner may s e l l  or  t r a n s f e r  a t  par  va lue  to  the 

Department of  Revenue the n o t e s ,  mortgages and o t he r  c o l l a t e r a l  he ld  by 

t he  Department of  Commerce and Economic Development as s e c u r i t y  fo r  

loans  made under t h i s  chap t e r .  The Department of  Revenue may purchase 

t he  n o t e s ,  mortgages and o t he r  c o l l a t e r a l  so o f f e r e d ,  a l lowing the  

Department of  Commerce and Economic Development a o n e - ha l f  of one 

p e rc en t  s e r v i c e  f e e .

Sec.  42 .08.070.  GUARANTEES OF LOANS. (a) The commissioner may 

e n t e r  i n t o  agreements wi th o the r  s t a t e  depar tments  and agenc i e s ,  p r i v a t e  

banks,  o t h e r  l ending i n s t i t u t i o n s ,  a:id i n d i v i d u a l s  fo r  the purpose of 

gua ran t ee i ng  loans made to q u a l i f i e d  publ i c  u t i l i t i e s .  The guarantees  

may not  exceed 90 percen t  of  the  amount loaned and the loans  s h a l l  be 

secured in the same manner as provided for  d i r e c t  loans  under t h i s  

c h a p t e r .

(b) A can mude under t h i s  chap t e r  and guaranteed  by the s t a t e  

s h a l l  bear  an i n t e r e s t  r a t e  on the  unpaid ba lance  not  exceeding the 

r a t e  of  i n t e r e s t  which the s t a t e  agreed t o  pay on the  most r ecen t  

gene r a l  o b l i g a t i o n  bonds i s sued  before  the a p p l i c a t i o n  for  the  loan.

Sec.  42 .08.080.  PROCEEDINGS AND REGULATIONS. The Admin i s t r a t i ve  

Procedure Act (AS 44.62) governs a l l  p roceed ings ,  and the adopt ion  of 

r e g u l a t i o n s ,  under t h i s  ch ap te r .

Sec.  4°..08 090. DEFINITIONS. In t h i s  chap te r

( 1 ) "commissioner" means the  commissioner of  commerce and 

economic development;

(2) "depar tment"  means the Department of  Commerce and Econo­

mic Development.

* Sec.  3. This  /lot  t akes  e f f e c t  J u l y  1, 1981.

" 5“ HB 165
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DEPARTMENT OF COMMERCE & 
ECONOMIC DEVELOPMENT
ALASKA PUBLIC UTILITIES COMMISSION

JAYS. R A M M O H O ,  G O V B U O H

March 3, 1981

The Honorable Vernon Hurlbert 
Chairman
House Labor and Commerce Committee 
Pouch V
Juneau, Alaska 99811 

Dear Mr. Hurlbert:

Re: HB 165

HB 165 addresses the short term, interim financing needs of certifi­
cated public utilities. Currently the cost of interim debt is above 
the prime rate of interest. Since that expense is passed through to 
the rate, ayers, a decrease in interim interest expense should benefit 
the utility's customers.

This legislation does not address the realistic long-term capital 
needs of larger public utilities because of the ceiling on the loan 
amount. The public interest would be served if long-term capital, 
not available from private lending institutions, were available to 
public utilities. Based on the experience of the APUC, one of the 
most graphic examples is the unavailability of long-term debt to 
private water and sewer utilities. Assets, whose life exceed 20 
years, must be purchased with debt that must be repaid in a maximum 
of eight years. The benefits of both short and long-term interest 
rates should inure to the consumers of public utilities. The magni­
tude of those benefits depends on the capital intensiveness of the 
utility.

Sincerely, y

Carolyn Guess 
Commissioner

CG/shB/31

08-H19LH



United Utilities, lac. 4 N A T I V E  O W N E D  C O R P O R A T I O N  ^

PHONE: (907) 276-10305 4 0 0  A  S T R E E T  A N C H O R A G E  A K  9 9 5 0 3

February 18, 1981

Senator Frank R. Ferguson 
Pouch V
Juneau, Alaska 99811 •

Dear Senator Ferguson:

We're most appreciative of your efforts to establish-a Public Utility 
Revolving Loan Fund. Your Senate Bill No. 107 provides a very viable 
framework within which to create and administer this fund. While we're 
generally very pleased with this bill we have too items that we'.feel 
are very important to small utilities serving bush corrmunities. These 
items are sham below:

Sec. 42.08.040. , CONDITIONS AND LIMITATIONS ON LOANS

(d) Add the following:

Should the utility desire to obtain short term 
financing pending the receipt of a long term 
loan from the Rural Electrification Adminis­
tration (REA) the Department may accept the 
REA's approval of the interim loan aa evidence 
sufficient enough to establish the economic 
feasibility of the short term loan.

(g) Add the folla>ang:

A lien or collateral fcr short term loans t'j 
REA borramrs may be subordinated to aiy 
existing RFA mortgage agreements that the 
utility may have that requires REA to have 
a first mortgage on all of the utilities 
existing and future properties.

A major problem that United Utilities, as well as other bush utilities 
has faced, is the lengthy period of time it takes REA to approve and 
release long term financing. We believe that by adding the above to

M a i l i n g A D D R E S S : O Box 4 - 2 7 3 0 A n  c  h o  r  a  o e A l a s k a  9 9 3 0 0



Senator Frank G. Ferguson Page 2.
February 18, 1981

Senate Bill No. 107 that it will strengthen fne ability Of' bush utilities 
to secure interim financing from the revolving loan fund on a timely basis.

Please let me know if we can assist you any further and, again, thank you 
for your support.

Regards.

Vinod Batra 
President

VB:pa

cc: Representative Vernon L. Hurlbert



UNI TED U T I L I T I  -S, INC
SERVICE AREA MAP

PHASE I  S I T E S  
w i t h  Popu l a t i on

1. A L A K A N U K  - 526
2 . E M M O N A K -  524
3. G A M B E L L  - 447
4. HOOPER BAY -  590 
5. SAV00NGA - 409
6. ST. MARY ’S -415  
( C O M P L E T E D  1980)

p h a s e  n a m  s i t e s
— with Population__________

7. AK I ACHAK  - 371
8.CHEVAK - 447
9. GOODNEW'  B A Y -248 

10. KAS IGLUK — 280
I I. K I P N U K  - 579 *
I 2 . K 0 T L I K -  305 *
I 3. K W E T HL U K-  444
14. MTN.  V I L L A G E - 5 7 3  *
15. N AP AK I AK  -307
16. NUNAP I TCH UK  - 312
17. P I LO T  STAT I ON-301 *  
I 8. QU I NHAGAK-  395
19. T U N U N A K - 291 *
20. TOKSOOK BAY -  317 #

*  C O M P L E T E D  1980

OTHER  LOCAT IONS 
SCHEDULED FOR 1981 
I F F I N A N C I N G  CAN 
BE SECURED.

P H A S E  T3T S I T E S  
 wi t h  Popu l a t i on

21. A K I A K  - 186
2 2 . A T M A U T L U A K - I 8 6
23. CHUATHBALUK- 119 
24 C H E F O R N A K - 182
25. E E K  - 195
26. KONGI  GAN AK- 200 
27 K W I G I L L I N G O K - 202
28. M A R S H A L L  - 200
29. MEKORYUK-  195
30. N A P A S K I A K r  210
31. N E W T O K  - 124
3 2 . N I G H T M U T E - I 2 3
33. OSCAR  VI L L E  - 52
34. PL  AT I  NUM -  65
35. R U S S I A N  M I SS ION - I 50
36. SCAMMON BAY - 2 15 
37 S H E L D O N S  PT. - I 36 
38. T U L U K S A K  - 202
3 9 . T U N T U T U L I A K - 2 2 3

>BI

O F A I R B A N K S

A N C H O R A G E



U n ited  S t a t e s  R u ra l  W a sh in g to n
j D ep a r tm en t  E le c t r i f i c a t ion  D.C .
ot A g r icu l tu re  ••• A dm in is t ra t io n  20250

February 17, 1981

SUBJECT: Inquiries about the President's Budget

TO: REA Staff

Recur-1 news stories about possible changes in the REA programs for 1981 and 
1982 have prompted a number of requests for information about. REA.v ̂

All inquiries frcrn the press, Congress, borrowers and others concerning the 
President's budget should be referred to the Office of Information and 
Public Affairs or the Assistant Mruinistrator^.

OIPA may, frcrn time to time, refer sane calls or written requests fran the 
press or members of Congress for basic data or general information about: 
the REA programs to other staff personnel. In these instances, a brief memo 
summarizing the telephone call or a copy of any written material shall L'e 
provided both my office and O I P A .



D e p a r t m e n t  o f  A g r i c u l t u r e

R E D U C T I O N  IN F E D E R A L  F I N A N C I A L  A S S I S T A N C E  T O  C O O P E R A T I V E S  

A N D  P R I V A T E  C O M P A N I E S  A S S I S T E D  B Y  T H E  

R U R A L  E L E C T R I F I C A T I O N  A D M I N I S T R A T I O N  ( R E A )

As o a r t  o f  a g e n e r a l  e f f o r t  t o  r e d u c e  t h e  s h a r e  o f  r e d e r a l  3

l e n d i n g  i n  U . S .  c r e d i t  m a r k e t s ,  and  t o  r e d u c e  F e d e r a l  c o s t s ,  t h e
P r e s i d e n t  p r o p o s e s  t he f o l l o w i n g  c h a n g e s  in t h e  R E A  p r o g r a m :  I

— B e g i n n i n g  i n  1982 ,  d i s c o n t i n u e  F e d e r a l  F i n a n c i n g  Bank 
d i r e c t  l e n d i n g  t o  e l e c t r i c  g e n e r a t i o n  and  t r a n s m i s s i o n  
c o o o e r a t i v e s  and  t o  t e l e p h o n e  c o m p a n i e s  and 
c o o D e r a t i v e s . P r o v i d e  F e d e r a l  g u a r a n t e e s  o f  l o a n s  f r om
p r i v a t e  s o u r c e s  i n s t e a d .  T h i s  a c t i o n  w i l l ^  " r e d u c e  
T r e a s u r y  b o r r o w i n g  by  $ 5 , 1 4 5  m i l l i o n  i n  1 98 2 .  .

Reduce  REA d i r e c t  l e n d i n g  $187 m i l l i o n  i n  )9 81  and $150
m i l l i o n  i n  1982 b y P l i n d n a t i n o  l o a n s  t g ^  t e l e p h o ne
c a m p a n l e n  a n d  c o o p e r a t i v e s  and r e d u c i n g  l o a n s  t o
e l e c t r i c :  c o o p e r a t i v e s .

D i s c o n t i n u e  23 d i r e c t  l o a n s ;  s u b s t i t u t e  a n  e q u i v a l e n t  
amo - . i t  o f  53 l o a n s .

D i s c o n t i n u e  53 d i r e c t  l o a n s  f o r  g e n e r a t i o n  and  
t r a n s m i s s i o n  f a c i l i t i e s ;  s u b s t i t u t e  an  e q u i v a l e n t  amount  
o f  g u a r a n t e e d  p r i v a t e  l o a n s .

T h e s e  c h a n g e s  w i l l  b e  a c h i e v e d  b y :

d i r e c t i n g  t h e  S e c r e t a r y  o f  
F e d e r a l  F i n a n c i n g  Bank 
b o r r o w e r s ;  1/

s e e k i n g  l e g i s l a t i o n  t o  p e r m i t  c h a r g i n g  h i g h e r  i n t e r e s t  
r a t e s  f o r  REA d i r e c t  l o a n s ;

/ — i n s t r u c t i n g  t h e  S e c r e t a r y  o f  A g r i c u l t u r e  t o  t a r g e t  REA
/ / d i r e c t  l o a n s  t o  t h e s e  mos t  i n  n e e d  (more  r e m o t e  a r e a s )

and e n c o u r a c i n o  o t h e r  b o r r o w e r s  t o  . s e e k  c r e d i t  f rom \ » -
1—  p r i v a t e  l e n d e r s ;  and

p r o p o s i n g  b u d g e t  r e s c i s s i o n s  and amendmen t s  t o  b r i n g  REA 
d i r e c t  l e n d i n g  i n t o  l i n e  w i t h  t h e s e  p r o p o s e d  c h a n g e s .

t h e  T r e a s u r y  t o  d i s c o n t i n u e  
d i r e c t  l e n d i n g  t o  REA

1/ The A d m i n i s t r a t i o n  i s  p r o p o s i n g  a b r o a d  r e f o r m  o f  F e d e r a l  
F i n a n c i n g  Bank o p e r a t i o n s  t h a t  w i l l  a f f e c t  o t h e r  a g e n c i e s  as  
’-‘e l l ,  i n c l u d i n g  t h e  F a r m e r s  Home A d m i n i s t r a t i o n  and t h e  
T e n n e s s e e  V a l i e v  A u t h o r i t v .

4-5



T h e s e  p r o p o s e d  a c t i o n s  a r e  b a s e d  cn t h e  f a c t  t h a t  t h e  REA h a s  
l a r g e l y  a c c o m p l i s h e d  i t s  p u r p o s e  —  t o  p r o v i d e  t h e  b a s i c  
i n v e s t m e n t  c a p i t a l  n e c e s s a r y  t o  p r o v i d e  e l e c t r i c  and  t e l e p h o n e  
s e r v i c e  i n  r u r a l  a r e a s .  More t h a n  99% o f  a l l  f a r m s  now h a v e  
e l e c t r i c  s e r v i c e .  The b u l k  o f  b o r r o w i n g  i s  now f o r  p owe r  
g e n e r a t i o n  and  s y s t e m  i m p r o v e m e n t s ,  c o s t s  t h a t  s h o u l d  be  b o r n e  by 
s y s t e m  u s e r s .

I n  t h e  a b s e n c e  o f  r e s t r a i n t ,  REA woul d  c o n t i n u e  t o  e x p a n d  t h e  
r e l i a n c e  o f  r u r a l  u t i l i t y  c o m p a n i e s  on f e d e r a l l y - p r o v i d e d  and  
s p o n s o r e d  c r e d i t .  I t  h a s  b e e n  e s t i m a t e d  t h a t  t h e  REA w ou l d  be  
u n d e r w r i t i n g  n e a r l y  15% o f  t o t 2 1  U . S .  i n v e s t m e n t  i n  e l e c t r i c a l  
g e n e r a t i o n  by  1995 ,  i f  l e f t  u n c h e c k e d .

The m a j o r  r e a s o n  t h a t  t h e s e  s y s t e m s  h a v e  n o t  c o n v e r t e d  t o  u s i n g  
t h e  p r i v a t e  s e c t o r  a s  a m a j o r  c a p i t a l  s o u r c e  i s  t h e  h i g h l y  
f a v o r a b l e  t e r m  s t r u c t u r e  —  f o r  b o t h  t h e  d i r e c t  a nd  g u a r a n t e e d  
l e n d i n g  — o f f e r e d  by  REA. As a c o n s e q u e n c e ,  t h e  a v a i l a b i l i t y  o f  
t h e s e  s u b s i d i e s  r e d u c e s  t h e  n e c e s s i t y  f o r  r e c i p i e n t s  t o  i m p r o v e  
t h e i r  f i n a n c i a l  p o s i t i o n s  i n  o r d e r  t o  a t t r a c t  p r i v a t e  c a p i t a l .  
C u s t o m e r s  o f  R E A - f i n a n c e d  u t i l i t i e s  r e c e i v e  power  a n d  t e l e p h o n e  
s e r v i c e s  a t  r a t e s  t h a t  a v e r a g e  8-12% b e l o w  c u s t o m e r s  o f  r .on-REA- 
f i n a n c e d  u t i l i t i e s .

T a k i n g  t h e s e  a c t i o n s  w i l l  r e s u l t  i n  a d r a m a t i c  r e d u c t i o n  i n  
d i r e c t  F e d e r a l  l e n d i n g  — 5 5 . 5  b i l l i o n  i n  1982 ,  and o v e r  $32
b i l l i o n  b e t w e e n  1982 and 1 9 8 6 .  I n  a d d i t i o n ,  F e d e r a l  i n t e r e s t  
s u b s i d y  c o s t s  w ou l d  be  r e d u c e d  by a b o u t  $27 m i l l i o n  i n  1982 and 
by  a b o u t  $400 m i l l i o n  o v e r  1 9 8 2 - 3 6 .  At t h e  same t i m e ,  r u r a l  
e l e c t r i c  and  t e l e p h o n e  c o n s u m e r s  s e r v e d  by  t h e s e  s y s t e m s  s h o u l d  
c o n t i n u e  t o  r e c e i v e  a d e q u a t e  s e r v i c e  a t  r a t e s  c o m p a r a b l e  t o  t h o s e  
c h a r g e d  t o  c u s t o m e r s  o f  n o n - R E A - f i n a n c e d  u t i l i t i e s .
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The chance3 are expected to result in the following changes in 
funding 1/:

 (in millions cf dollars)__________
1981 1992 1983 1984 1995 1986

Current base:
Loan guarantee
c ommitments......... 6,245 6,245 6,745 7,280 7,870 8,500

Budget authority
and o u t l a y s ......... 4,774 5,752 7,387 7,571 7,520 7,800

Policy reduction:
Loan guarantee
commitments.........  -187 -5,495 -5,935 -6,405 -6,925 -7,480

Budget authority
and o u t l a y s ......... -38 -1,142 -2,328 -3,603 -4,975 -6,450

Proposed budget:
Loan guarantee ^
commitm ents......... 6,058 750 810 875 ,-945 1,020

Budget authority 
and o u t l a y s    4,736 4,610 5,059 3,968 2,545 1,350

1/ The loan guarantees of the RSA are converted to direct 
loans when they are purchased by the Federal Financing Bank. 
These outlays are excluded from the budget totals by law. 
Although these reductions are not included in the budget totals, 
they represent significant savings in Federal borrowing costs.

4 - 7



PROPOSED AMENDMENT TO 1DUSE BILL #165

IMMEDIATE APPROFRIATIONS OF $2QM FOR UTILTriEi 

AFFECTED BY 1981 FEDERAL BUDGET CUTS

Utilities who are REA borrowers and have pending loan applications to the 

REA that may be subject to Federal Budget cuts, will be able to apply to 

the state for refinancing their current debt obligations. Loans made 

under this section will be for an amount not to exceed the amount 

requested in the REA application.



r

United Utilities, Inc.- ^  N A T I V E  O W N E J  C O R P O R A T I O N  ^  

P H O N E :  (907) 276-19305 4 0 0  A  S T R E E T  A N C H O R A G E .  A K  9 0 5 0 3

February 18, 1981

Senator Frank R. Ferguson 
Pouch V
Juneau, Alaska 99811 

Dear Senator Ferguson:

We're most appreciative of your efforts to establish-a. Public Utility 
Revolving Loan Fund. Your Senate Bill No. 107 provides a very viable 
framework within which to create and adm in is te r  this fund. While we're, 
generally very pleased with this bill we have two items that we feel 
are very important to small utilities serving bush conmunities. These 
it was are shown below:

Sec. 42.08.040. CONDITIONS AND LIMITATIONS ON I DANS

(d) Add the following:

Should the utility desire to obtain short term 
financing pending the receipt of a long term 
loan from the Rural Electrification Adminis­
tration (REA) the Department may accept the 
REA's approval of the interim loan an evidence 
sufficient enough to establish the economic 
feasilility of the short term loan.

(g) Add the following:

A lien or collateral for short term loans to 
REA borrowers may be subordinated to any 
existing REA-mortgage agreements that the 
utility may have that requires REA to have 
a first mortgage on all of the utilities 
existing and future properties.

has faced, is the lengthy period of time it takes REA to approve and 
release long term financing. We believe that by adding the above to

A  D O R  E O S :  O .  G o x  4 - 2 7 3 0 A n c i i o h a o e , A l a s k a 9 9 3 0  0



Senator Frank G. Ferguson 
February 18, 1981

Page 2.

Senate Bill No. 107 that it will strengthen the ability Of bush utilities 
to secure interim financing from the revolving loan fund on a timely basis.

P?ease let me know if we can assist you any further and, again, thank you 
for your support.

Regards,

Vinod Batra 
President

V B : pa

cc: Representative Vernon I,. Hurlbert



" L/nited Utilities, Inc.
5 4 0 0  A  S T R E E T  A N C H O R A G E  A K  9 9 5 0 3

^  N A T I V E  O W N E D  C O R P O R A T I O N  ^  

P h o n I :  (907) 27 6-1 B30

February 18, 1981

Senator Frank R. Ferguson 
Pouch V
Juneau, Alaska 99811 •

Dear Senator Ferguson:

We're most appreciative of your efforts to establish-a Public Utility 
Revolving Loan Fund. Your Senate Bill No. 107 provides a very viable 
framework within which to create and administer this fund. M u l e  we're 
generally very pleased with this bill we have two items that we'.feel 
are very important to small utilities serving bush corrmunities. These 
items are shown below:

/Sec. 42.08.040. CONDITIONS AND LIMITATIONS ON LDANS

(d) Add the following:

Snould the utility desire to obtain short term 
financing pending the receipt of a long term 
loan from the Rural Electrification Adminis­
tration (REA) the Department may accept the 
REA's approval of the interim loan aa evidence 
sufficient enough to establish the economic 

/  feasibility of the short term loan.

(g) Add the following:
#

. A lien or collateral for short term loans to 
REA borrowers may be subordinated to any 
existing REA mortgage agreements that the 
utility may have that requires REA to have 
a first mortgage on all of the utilities 
existing and future properties.

A  major problem that United Utility *s, as well as other bush utilities 
lias faced, is the lengthy period of time it takes REA to approve aid 
release long term financing. We believe that by adding the above to

M a i l i n g  A d d r e s s :  P i O .  B o x  4 - 2 7 3 0  A n c h o r a g e ,  A l a s k a 0 9 3 0



Senator Frank G. Ferguson Page 2
February 18, 1981

Senate Bill No. 107 that it will strengthen the ability bf^bush utilities 
to secure interim financing from the revolving-loan fund on a timely basis.

Please let me know if we can assist you any further and, again, thank you 
for your support.

Regards„

Vinod Batra 
President

VB:pa

cc: Representative Vernon L. Hurlbert
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M ARK  O . HATFIELD , OREO ., CHAIRMAN

TED  STEVENS, ALASKA W ILL IAM  PROXM IRE , W IS . 
JOHN C . STENN IS , M IS S .
ROC CRT C . BYRD, W . VA. 
DANIEL K . INOUYE, HAWAII 
ERNEST F . HOLLINOS, S .C . 
THOMAS F . EAGLCTON, MO. 
LAWTON CH ILES , FLA .
J . BENNETT JOHNSTON, LA . 
W ALTER D . HUDDLESTON, KY . 
QUENTIN N . BURDICK, N . DAK. 
PATRICK J . LEAHY, VT .
J IM  SASSER , TENN .
DENNIS DC CONCINI, AR1Z. 
DALE BUMPERS, ARK .

JAMES A . MC CLURE, IDAHO 
PAUL LAXALT, NEV .
JAKE GARN. UTAH 
HARRISON SCHM ITT , N . M EX . 
TMAD COCHRAN, M IS S .
MARK ANDREWS. .4. DAK . 
JAMES ABDNOR. S . DAK. 
ROBERT W . KASTEN , J R . ,  W IS . 
ALFONSE M . D ‘AMATO, N .Y . 
MACK M ATT INGLY , GA . 
WARREN RUDMAN. N .H .
ARLEN SPECTER , PA .

QlCixiieb s$>{aie& S e n a te
COMM ITTEE ON APPROPRIATIONS

W a s h in g t o n , d .c .  20510

J. K E ITH  KENNEDY. GTAFF DIRECTOR 
THOMAS L . VAN DER VOORT, M INORITY STAFF DIRECTOR

June 4, 1981

Honorable Vernon L. Hurlbert 
House of Representatives 
A l a s k a  State Legislature 
P o u c h  V
Juneau, A laska 99811 

Dear Vern:

I understand you called my W a shington office and spoke 
w i t h  Mark Schneider and Joe Darnell. As they told you, the 
Conference Committee on the S u p plem ental-Resci ssion bill 
for the 1981 fiscal year budget adopted the Senate position 
on the Rural E l e c t r ification Administr ation (REA) insured 
loan program.

This means that the insured loan p r o g r a m  for telephone 
and electric  cooperatives is authorized at its full 1981 
level as set by the Appro priations Act for agriculture, P.L. 
96-528.

If we can be of further assistance, p l ease let us know.

W i t h  best wishes,

Cordially

L t e d  SED STEVENS
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