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§ 18.57.020

Chapter 57. Regional Electrical Authorities.

Section

10. Finding and purpose
20. Creation of authorities
30. Tax exemption

40. Powers of the authority
50. Bonds and notes

60. Validity of pledge

Opinions of attorney general. — The
legislature, in creating regional electrical
authorities under this chapter, anticipated
that they might supplant the function of
municipal and cooperative utilities in
many areas of the stale. June 7,1976, Op.
Att'y Gen.

An electrical utility owned and operated
by a regional electrical authority would
continue to qualify for the broad exemp-
tion from the Alaska Public Utilities Com-

Section

70. Remedies

80. Negotiable instruments

90. Obligations eligible for investment
100. Refunding obligations

110. Credit of state not pledged

available to political subdivisions under
AS 42.415.711(b) once the regional electri-
cal authority had completed its proposed
organization as a nonprofit corporation
pursuant to AS 10.20.005 et seq. June 7,
1976, Op. Att'y Gen.

Collateral references. — 26 Am. Jur.
2d. Electncilv. Gas and Steam, & 10-13,
18-23

29 CJ.S., Electricity. 386-10(2); %
CJ.S, Waters, $ 319*7).

mission Act. AS 42.05.010 — 42.05.721,

Sec. 18.57.010. Finding and Purpo_se. The legislature finds that
an acute shortage of adequate, safe, reliable electrical facilities exists
in the rural areas of the state and that adequate electrical systems
cannot be provided by the private sector due to inadequate projected
system revenues and economic depression in certain areas or by local
governments.of the state since the boundaries reguwed for boroughs
under art. X, § 3, of the Alaska Constitution and the boundaries of
cities necessary to effectively operate as cities would, in many cases,
not be adequate to provide economic, adequate, safe and reliable elec-
trical service. The legislature further finds that adequate housing,
public facilities and economic development are heavily dependent, upon
adequate, safe and reliable electrical facilities. These conditions are
inimical to the safety, health, welfare and prosperity of the residents
ofthe state and to the sound growth of rural communities. The legisla-
ture further finds that a reasonable means of accomplishing the
purpose of providing adequate, safe and reliable systems is the creation
of regional electrical authorities which are not local governments. It is
the purpose and intent of the legislature to provide a means whereby
Publlc corporations to serve as regional electrical authorities may be
ormed. (§ 1 ch 142 SLA 1975; am § 2 ch 274 SLA 1976)

~Sec. 18.57.020. Creation of authorities, (a) An association autho-
rized by AS 18.55.996(a) to form a re(t;lpnal housm? authority is given
the authority to form a regional electrical authority. There s created
with respect to each of the associations named in"AS 18.55.996(a) a
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Publlc b.ody.corﬁorate and politic as a political subdivision of the state
0 function in the operating areas of the individual associations. Each
authority may exercise all"powers conferred by this chapter.

() Aregional electrical authority may not transact business or exer-
cise gowers gTanted to it until the governln% body of the association
has, by resolution, declared there is a need for the authori y to function,
glven It the autharity to function and appromted persons to serve as the

oard of commissioners of the authority. The number of members of the
board of commissioners, their terms of office and the filling of vacancies
in office shall be determined by resolution of the governing body of the
association. . . o _

(c) The re%mnal electrical authority hasjurisdiction to operate in all
or part of the operatlnfc; area of the individual association as deter-
mined by resolution of the ?ov_ernlng body of the association. The
governing body may, by resolution, add to or subtract from the area
served. The authority may operate within the service area of a certif-
icated rural electrical cooperative or w.-hin the corporate limits of a
municipality only with consent, by resolution, of the governing hody of
the municipality or cooperative; however, if an authority is operating
within an area which becomes part ofa mummpaht;r,or has a certificate
of convenience and necessity from the Alaska Public Utility Commis-
sion to operate in an area which becomes part of a municipality, no
consent is necessary. . . . .

Fd) A municipality, electrical cooperative or other provider of electri-
cal Service may transfer all or part of its electrical system mcIudmgF
without limitation, lands and rights in land, equipment and certii-
icates or franchises, to a regional electrical authority by resolution of
the governing hoard upon terms a%reed upon with the authority; how-
ever, approval by resolution, of the hoard of commissioners of the
authorlty shall bé obtained. Unless otherwise nrovidod by law no other
approvals to transfers are required. (§ 1ch 112 SLA 1975)

- See. 18.57.030. Tax exemption, (a) A regional electrical authority
IS exemﬁt from payment of taxes or assessments on property owned by
the authority which is used for generation and transportation of elec-
tricity for a period of 20 years from the effective date of this Act.

'h)" All obligations issued under this chapter are issued by a body
corporate and public which is a political subdivision of the state and for
an essential public and governmental purpose, and the obligations, and
the interest and income on and from the obligations, and all fees,
charges, funds, revenues, income and other money pledged or available
to pay or secure the payment of the obligations or interest are exempt
from ‘taxation for a period of 20 years from the effective date of this Act,
except for transfer, inheritance and estate taxes. _ .

(c)  All obligations or liabilities of a regional electrical authority
remain its own and are not obligations or liabilities of the state. (§ 1
ch 142 SLA 1975)
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Sec. 18.57.040. Powers of the authority. A regional electrical
authority has the general power to

1) adopt, alter and use a corporate seal;

2) prescribe, adopt, amend and repeal bylaws;

3) sue and be sued in its own name; _

4) appoint officers, agents and employees and vest them with
powers and duties and to Fix, change and pay compensation for their
services as the authority may determine; .

(5) borrow mone¥, make and issue bonds, notes and other evidences
of indebtedness of the authority for anY of its g:orP_orate purposes and
to secure |oayment of its bonds and of other obligations by pledge of or
lien on all or any of its assets, contracts, revenue and income;

(6) make and issue honds for the purpose of funding, refunding,
purchasing, paying or discharging any of the outstanding bonds or
obligations issued or assumed by it or bonds or obll%atlons the principal
or interest of which is payable in whole or in part from its revenue;

(7) make and execute agreements, contracts and other instruments
necessary or convenient in the exercise of its powers and functions,
including contracts with any person, firm, corporation, government
agency or other entity; . N _

(8) receive, administer and complY with the conditions and require-
ments ofan appropriation, gift, grant or donation of property or money;

&9) invest or reinvest money or funds held by the authority in obli-
gations or other securities or investments in”which banks or trust
companies in the state may legally invest funds held in reserves or
sinking funds or funds not required for immediate disbursement, and
in certificates of deposits or time deposits;

(10) acquire, hold, use, lease, sell or otherwise dispose of property of
any kind, real, personal or mixed or any interest init, ~ ~ ©

\11) acquire, produce, deveIoP, manufacture, use, transmit, distrib-
ute, supply, exchange, sell or otherwise dispose of electric energy und
other supplies and services as the authority determines necessary,
proper, incidental or convenient in connection with its activities;

(12) determine, fix, alter, charge and collect rates, fees, rentals and
other clvr?es for the use of the Tacilities of the authority or for the
service, electric energy or other commodities sold, rendered, or
furnished by it;

(132 plan, design, construct, reconstruct, extend or improve any
facility necessary or convenient in connection with its activities;

(14) enter on any land, water or premises for the purpose of making
surveys, soundings$ or examinations; . _

(15) exercise the powers of eminent domain in accordance with AS
09.55.250 — 09.55.400;

(16) do all acts and things necessary, convenient or desirable to
carry out the powers granted or implied in this chapter;
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(17)  adopt, amend and repeal requlations necessary for the exercise

and performance of its powers and duties or to govern the rendering of
service, sale or exchange of electrical energy. %§ 1 ch 142 SLA 1975)

Sec. 18.57.050. Bonds and notes, (a) The authority, by board res-
olution, maY issue bonds and hond anticipation notes in order to pro-
vide funds to c.arrr out and effectuate its purposes.

(b) The principal and interest on these bonds or notes is gayable from
authority funds. Bond anticipation notes may be paya e’ from the
proceeds of the sale of bonds or from the proceeds of sale of other bond
anticipation notes or, if bond or bond anticipation note proceeds are not
available, such notes may be paid from other funds or assets of th.
authority. Bonds or notes may be additionally secured by a pledge of
agrant or contribution from the federal or state government, a corpora-
tion. association, institution or person, or a pledge of money, income,
or revenues of the authority from any source. .

(c) Bonds or bond anticipation notés may be issued as provided by
board resolution, in one or more series and shall (lLbe dated; (2) bear
interest at the prescribed rate per year or within the maximum rate;
3) be in a certain denomination or form, either coupon or reglstered;
4) carry the conversion or registration provisions; (5) have rank or
Prlorlt?]/: (e executed in a certain manner and form; (7) be payable
rom the sources in the medium of payment and place or places inside
or outside the state; (8) be subject to authentication by a trustee or
fiscal agent; and (9) be subject to terms of redemption, with or without
premium. Bond anticipation notes mature at a time determined by the
authority. Bonds mature at a time, nut exceeding 50 years from the
date of their issuance, as determined by the authority. Before the
preparation of definitive bonds or bond anticipation notes, the author-
Ity may issue interim receipts or temporary bonds or bond anticipation
notes, with or without coupons, exchangeable for bonds or bond
anthatlon notes v.nen the definitive bonds or bond anticipation notes
have been executed and are available for delivery.

(d) Bond or bond anticipation notes may be sold in the manner, on the
terms, and at the price the authority determines.

(e) If an officer whose actual or facsimile signature appears many
bonds or notes or coupons attached to them ceases to he an ofneer before
the delivery of the bond, note or coupon, his signature is valid as if he
had remained in office until delivery. N _
~(f) In a resolution of the authority authorizing or relating to the
issuance of bonds or bond ant|C|P_at_|on.notes, the authority may, with
holders of the bonds or bond anticipation notes,

(1) pledge to any payment or purpose all or any part of revenues to
which it isor will he entitled to and similarly pledge the money derived
from the revenues, and the proceeds of any bonds or notes;

(2) covenant against Pledgmg all or any part of its revenue? or
against permitting or suffering a lien on the revenues or its proper*.,;

§ 18.57.050
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(3)_ covenant as to the use and disposition cf any and all payments
of prmm[)_al or interest received by the auuoiity on mortgage loans,
construction loans or other investments held by the authority;

(4) covenant as to establishment ofreserves 0r Si; k>ng funds and the
making of provision for and the regulation and di-position of the
reserves or sinking funds; S _

(52 covenant with respect Ip or against limitations or. a right to sell
or otherwise dispose of property of 'my kind; -

(6) covenant as to bonds and notes to be issued, and their limitations,
terms and conditions, and as to the custody, application and disposition
of the proceeds of the bonds and notes; ~
_ (7_2 covenant as to the issuance of additional bonds or notes, or as to
limitations on the issuance of additional bonds or notes and the
incurring of the other debts; o _

(8& covenant as to the payment of the principal of or interest on the
bonds or notes, as to the sources and methods of the payment, as to the
rank or priority of the bonds or notes with respect to alien or security,
or as to the acceleration of the maturity of the bonds or notes;

(9) provide for the replacement oflost, stolen, destroyed or mutilated
bonds or notes; . _

(10) covenant against extending the time for the payment of bonds
or notes or interest on the honds or noter .

(lit covenant as to the redemption of bonds or notes and privileges
of the r exchan?e for other bonds or notes of the authority;

(12" covenant to create or authorize the creation of special funds of
money to be held in pledge or otherwise for operation expels, s,
payment or redemption of bonds or notes, reserves or other purposes,
and as to use and disposition of the money he! J in the funds;

(131 establish the procedure, if any, by which the terms of any
contract or covenant with or for the benefit of the holders of bonds or
notes may be amended or abrogated, the amount of bonds or notes the
holders of which must consent to amendment or abrogation, and the
manner in which the consent may be given; _ _

(14) covenant as to the custody of any of i's properties or invest-
ments, their safekeeping and insurance, and tiie use and disposition of
insurance money; _ _

(15) covenant as to the time or manner of enforcement or restraint
from enforcement of any rights of the corporation arising by reason of
or with respect to nonpayment of principal or interest of any mortgage
loans or construction loans; o S

(16) provide for the rights and liabilities, quer_s and duties arising
upon the breach of a covenant, condition or obligation, and to prescribe
the events of default and the terms and conditions upon which any or
all of the bonds, notes or other obligations of the authority become or
may bo declared due and ﬁayable before maturity and the terms and
con_dltollons upon which such a dec aration and its Consequences may be
waived;



~(L7) vestin a trustee or trustees inside or outside the state property,
rl%hts, powers and duties in trust as the authority may determine,
which may include an% or all cf the rights, powers and duties of a
trustee apﬁom_ted by the holders of bonds or notes, and to limit or
abrogate the right of the holders of bonds or notes of the authority to
apPlomt a trustee under this chapter or limit the rights, powers and
duties of the trustee; .

(18) pay the costs or expenses incident to the enforcement of the
bonds or notes or of the provisions of the resolution or of a covenant or
agreement of the authority with the holders of its bonds or notes;

(19) a%ree_wnh a corporate trustee which may be a trust company
or bank having the powers of a trust company ‘inside or outside the
state as to the pledging or asmgn_mg{ of revenues or funds to which or
in which the authority has anyrights or interest; and further provide
for other rl%hts and remedies exercisable by the trustee as may be
proger.for the protection of the holders of any honds or notes of the
authority and not otherwise in violation of law and may provide for the
restriction of the rights of an individual holder of bonds or notes of the
authority;

(202 appoint and provide for the duties and obligations of a paying
agent or other fiduciary, by resolution, inside or outside the state;

(21) limit the rights of the holders of bonds or notes to enforce a
pledge or covenant securing bonds or notes; S

(22) make covenants other than expressly .-uthorized in this section,
of J'ke or different character, and to make Covenants as may be neces-
sary or desirable, to better secure bonds or notes or which, in the
discretion of the authority, will tend to make bonds cr notes more
marketable, notwithstanding the fact that the covenants are not enu-
merated in this section. (§ 1 ch 142 SLA 1975)

Sec. 18.57.000. Validity of pledge. The pledge of assets or >eve-
nues of the authority to the payment of th,eéqunmpal or interest of
obligations of the authority is valid and binding from the time the
Ple ge is made and assets or revenues pIedg|ed are |mmed|ate|¥_ subject
othe lien of the .pled?_e without physical delivery or further action. The
lien of a pledge is valid and binding against all parties having claims
of any kind in tort, contract or otherwise against the authority, irre-
spective of whether those parties have natice of the lien of the pledge.

othm? prohibits the authority from selling assets subject to a pIedqe,
except that a sale may be restricted by the trust agreement or resolu-
tion providing for the issuance ofthe obligations. (S 1 ch 1-52SLA 1975)

Sec. 18.57.070. Remedies. A holder of obligations or coupons
attached to them issued under the provisions of this; chaﬁte.r, and a
trustee under a trust a?reem.ent or resolution authorizing the issuance
ofthe 0b|l?atI0nS,_Ian restricted by the trust agreement or resolution,
either at Taw or in equity, may enforce all rights granted under the

§ 18.57.030
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coupons or under the trust a%reement or resolution, or under any other
contract executed by the aut OrltY under this chapter, and may enforce
and compel the performance of all duties requwed bg this chapter or by
the trust agreement or resolution to be Eer ormed by the authority or
by an officer of it. (§ 1ch 142 SLA 1979)

- Sec. 18.57.080. Negotiable instruments. All obligations and
Interest coupons attached to the obligations are negotiable instruments
under the laws of this state, subject only to applicable registration
provisions. (§ 1 ch 142 SLA 1975)

~Sec. 18.57.090. Obligations eligible for investment. Obligations
issued under the provisions of this chapter are securities in which all
public officers and public bodies of the state and its political subdi-
visions, all insurance companies, trust companies, banking associa-
tions, investment companies, executors, administrators, trustees and
other fiduciaries may properly and Ie?afly invest funds, Including cap-
ital in their control cr belonging to them. These obligations maY_ be
deBoslt_ed with the state or municipal officer of an agency or political
sundivision c."tlri state for an¥ purpose for which the deposit of bonds,
r118t7e&_)sj or obligations of the state is authorized by law. (§ 1ch 142 SLA

Sec. 18.57.100. Refunding obligations, (a) The authority may
provide for the issuance of refund ng obligations for the purpose of
refunding obligations then outstanding which have been issued under
the provisions of this chapter, mcIudmg the payment of redemption
premium on them and interest accrued or to accrue to the date of
redemption of the obllgzatlons. The issuance of the obligations, the
maturities and other details of them, the rl?hts of the holders of them,
and the rights, duties and obligations of the authority in respect of
them are governed by the provisions of this chapter which relate to the
issuance of qppro%r!ate.obllgatlons. _

b) Refunding obligations may be sold or exchanged for outstanding
ob |Pat|ons issued under this Chapter. If sold, the proceeds may he
applied, in addition to other authorized purposes, to the purchase,
redemption or payment of the outstanding obligations, Pendl_nﬁ the
aPpllcatlo_n of the proceeds of any such refunding‘obligations, with any
other available funds, to the payment of the principal (accrued interest
and any redemption premium on the obligations being refunded, and
if so provided or permitted in the resolution authorizing the issuance
of the refunding obligations or in the trust agreement securing them,
to the payment of any interest on the refun |n? obligations and any
expenses_in_connection with the refunding), the proceeds may be
invested in direct obligations of, or obligations the prlntal_ of and the
interest on which are uncondltlonally_?uaranteed by, the United States
of America which mature or which will be subhect to redemption, at the
option of the holders of them, not later than the respective dates when
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the proceeds, together with the interest accruing on them, will be
required for the purposes intended. (§ 1 ch 142 SCA 1975)

Sec. 18.57.110. Credit of state not pledged. Obligations issued
under the provisions of this chapter do not constitute a debt, liability
or obligation of the state or of any other political subdivision of the
state or a pledge of the faith and credit of the state or a political
subdivision of the state but are payable solely from the revenues or
assets of the author|t¥. Each obligation issued under this chapter shall
contain on its face a statement that the authority is not obligated to pay
It nor the interest on it except from the revenues or assets pledged for
itand that neither the faith and credit nor the taxing power of the state
or ofa political subdivision of the state is pled%ed to the payment of the
principal of or interest on the obligation. (8 1 ch 142 SLA 1975)

Chapter 60. Safety.
Article

1 Prevention of Acrid* 4 Health Hazards (&8 15.60.010 - 16 60.105)
2. Search and Rescue (i 10110 — 18.60.175)

. Boilers (8818.60.180 ,60.395)

. Refrigerators and Simil. Equipment (8818.60.400 — 18.60.460)
. Radiation Protection (881860475 — 18.60.545)

Electrical Safety (8818.60.580 — 18.60.660)

High Voltage Lines (8818.60.670 — 18.60.695)

Plumbing Code (8818.60.705 — 18.60.740)

Safety Glazing (8818.60.750 — 18.60.780)

. Elevators (& 18.60.800 — 18.60.620)

. Snow Safetv (&§18.60.822)

EBoo~ousrw

Article 1 Prevention of Accident and Health Hazards.

Section Section
10. Legislative intent 87. Employer and employee participa-
20. Regulations tion
30. Duties of Department of Lubor 88. Employee requests for special
40. Report to legislature inspection
50. [Repealed) 89. Prohibition against retribution
55. Division of occupational safety and 90. [Repealed]

health 91. Citations
57. Occupational Safety and Health 93. Enforcement procedures

Review Board 95. Penalties
58. Reporting of injuries and illnesses 96. Imminent dangers
59. Legal counsel 97. Judicial review
60. Cooperation by other state agencies  98. Employee compensation for
70. Control of funds appearances
75, Safe employment 99. Confidentiality of trade sc’ar Is
77. Variance of a standard 100. NonHbrogalion of powers of Depart’
80, Contributions ment of Health and Social Services
81. Temporary variance 105. Definitions

83. Right of entry nnd inspection
85. Prohibition of unauthorized notice of
inspection
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Article 10. General Provisions.

Section Section

701. Definitions 721. Short litk
711. Exemptions

N Sec. 42.05.701. Definitions. In this chapter o

1) “commission” means the Alaska Public Utilities Commission;

2) "public utility” or "utility” includes e_ver.y.corPoratlon (whether
public, cooperative, or otherwise), company, individual, or association of
Individuals, their lessees, trustees, or receivers appointed by a court,
%hat owns, operates, manages or controls any plant, pipeline or system
or

(A) furnishing," by %eneratlon, transmission or distribution, electrical
service to the public for compensation; .

(B) furnishing telecommunications service to the public for
compensation; . .

(C) furnishing water, steam or sewer service to the public for
compensation; o o

(D) furnishing bty transmission or distribution of natural or
manufactured gas to the Alaska public for compensation;

(E) furnishing for distribution or by distribution petroleum or
petroleum products to the Alaska public for compensation when the
consumer has no alternative in his choice of supplier of a comparable
product and service at an equal or lesser price; _

(F) furnishing collection and disposal service of garbage, refuse, trish
or other waste material. o _

(3) "service" means (unless the context indicates otherwise) every
commodity, product, use. facility, convenience or other form of service
which is offered for and provided by a public utility for the convenience
and necessity of the public;

(4) "rate" includes each rate, toll, fare, rental, charPe, or other form
of compensation demanded, observed, charged or collected by a public
utility for its services; .

5) ™public" or "?eneral public" means .

A) any group. of 10 or more customers that purchase the service or
co(rjnmodlty furnished by a public utility as defined in <2 of this section;
an

(B) any utility purchasing the product or service or paying for the
transmission of electric energy, natural or manufactured gas, or
petroleum’products which are re-sold to a group included in (AJ. of this
Paragraph or which are used to produce the service or commodity sold
0 the public by the utility.

G) “affiliated interest" includes: o _

A) a person owning or holding directly or indirectly five per cent or
more of the voting securities of a public utility engaged in intrastate
business in this state;
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CALENDAR

SB 32 Relating to rural electrification
loans

SB 128 Establishing certain areas as
marine park units of the Alaska
state park system

SB 136 Relating to the operation of
stationary fishing gear

SB 140 Establishing the electric '.'ooper-
ative revolving loan fund

SB 141 Making a special appropriation to
the electric cooperative revolving
loan fund

SB 32, SB 140, SB 141

Don Hostak, Department of Commerce. & Economic Development,
said the department opposes SB 140, because they don't know
where the $20-million needed to fund the bill will come from
in light of declining revenues. They would also prefer an
interest rate tied to the municipal bond rate or some other
market, rather than setting it at 5% by statute. The commit-
tee expressed concern that the department had not prepared a
more in-depth analysis of the legislation.



Ed Eboch, Director, Division of Energy and. Power Development,
opposed SB 32 because Alaska Power Authority can now develop

regulations to accomplish what the bill would do, so they feel
it is unnecessary.

Regarding SB 140 and SB 141, Eboch said the department had
discussed the possibility of whether utilities would qualify
for other funding, such as AIDA, but had not considered this
in depth. Eboch said they had not discussed the bill with the
administration for the purpose of taking a position on the
bills. Senator Fahrenkamp asked that this be given more
priority. Eboch said the department is also concerned about
the impact on federal funds available and the possible effect
on other programs. Senator Fahrenkamp asked that sewer and
water problems be looked at when utility issues were being
considered.

Dave Hutchens, Alaska Rural Electrical Cooperative Association
(ARECA), said there are two financing programs available to

REAA cooperatives: 1) insured loan program, in which each
cooperative qualifies for a percentage of its distribution
loans from the federal Rural Electrification Association. The
percentage varies depending on the financial condition of the
cooperative. 2) guaranteed loan program, in which REA

guarantees loans for cooperatives if they determine the loan
is feasible; the cooperative then goes wherever it can to get
the funds, but generally obtains the funds from the Federal

Financing Bank, which raises money on the bond market to loan

to cooperatives. Hutchens said that the current federal
administration is cutting back both loan programs.
There was discussion. Hutchens suggested that the interest

rate be tied to that of the REA insured .Loans,

No action was taken on these bills this date.

SB 128

Senator Fahrenkamp referred the committee to a memo dated
3/28/83 from Senate Resources staff to the committee, recom-
mending additional amendments to the Resources committee
substitute for SB 128. Senator Vic Fischer offered amendments
on page 2, lines 16-19, and on page 9, lines 8-10, to clarify
the intent of the legislation that lawful hunting, trapping,
fishing, and recreation in marine park units in the state, and
reasonable access to these areas, shall not be restricted by

the state. These amendments were adopted without objection.
Bill was reported out of committee.

SB 136

Senator Nulcahv offered a committee substitute for SB 136. He
said the bill addresses a problem in areas of the state where



a unit of fishing gear can be broken into .more than one piece,
and explained how the bill would correct the problem. He
requested a further amendment to line 20 of his proposed
committee substitute, adding the word "shelter"”, which had
been recommended by the Department of Public Safety. There

being no objection, the amendment was adopted. Senator
Mulcahy moved that the committee substitute be reported out of
committee with individual recommendations. There was no

objection.
The meeting was adjourned at 3:50 p.m.



TO: Senate Resourcss Committee Btiebevs
FilOl'*: Sennco Re-ionr.uaa Oomralrt'-e Stuff
RE: March 23til danring

DATE: ‘lInrcldl 25. 19 J

On Monday. larch ?» it ,};00 pm i:; the belts noon, ri
fo llowing bills oil L he ’l'iirJ:

sn 32 AN ACT U..ATING TO RURAL I-LECTUIC3 ( ATTON LOAMS.

Shi .22 extends <ch: repayment period for tur. 1 olectrificn :ion
521>:nu from 10 to 3U vyoarfi.

SU 140 AH ACT ESTAUNL.SU!T.KG Tin. I.LKOTEIC COOPEUTIV! 11701, VIA
LOAN FUND.

SB 140 establishes tin* Electric C>0p itlvu Revolvlag Loan
Fund within Che i>gjpartnen jf Cormerct anJd Economic Development,
ami out horizon the Department to make Inanu to electric, util*tl* n
to finance a capital improvement, plant, or facility; to
imnrove and expand services; or to meet short-term needa while
awaiting lor.g- t-.-rm finane,inn.. It outline* |Imitations on,
ruallflent Lop for, and terms of loann 0 be cowpatlble with
current federal Rural Electrification Administration (REA) loann,

M\ 141 AN Ai-T MAKING A SV1C1M APPilOFRAITT.OM T " TUl- KLUCTILRC
COOPERATIVE KLVTLVIHC LOAN 1"bND.

Lr. 14 1 appro i‘ritto 72),700,007 fvori t..i general fund to the
a.leecrlcaikococpcrat ve revolving loan fund

Nopjtasfofutha nboveebills ar attached; L-.ckground
InFortnatloa will be liaerlbuted an aoan .is it: i* received.

..1li%0 attached 1is n cowy of CSSI 12i, Un> .r.artne parka
b111, which wan adopted by the Commit tec* on =f 0 }2. It **
lipped that dual ComiiLteu action _-du* * he taken 1ia mis bill



March 31, 1993

Erie Yon.If*

Executive Director

Alaska Power Authority

334 V7est Fifth Avenue, 2nd Floor
Anchorage, Alaska 99501

Dear Mr. Youl!d:

| have enclosed conies of tv,o bills that are currently in the
Senator Resources Committee. SB 140 would establish an
electric cooperative revolving loan fund within the Department
of Commerce. Funds, to be loaned at interest for a
maximum of 35 ve.rre, would be used to improve and expand
services, finance capital improvements, and meet short term or
interin capital needs. SH 32 would amend the evicting rural
electrification revolving loan fund hv extending fho repayment
period of loans from 10 to 30 years.

The Resources Committee took testimony March ?fl on these
bills, and many questions were loft unanswered. I won.ld like
input from ‘'-our agency on the follov/ing:

Whv has the existing rural eloctrifica-
tion loan fund not boon favorable
accepted by the utilitiesV

What regulatory and statutory changes
would bo necessary to make thi loan
program usable and productive?

T understand that the APA, at its recent
board meeting, voted to hold public
hearings on the current regulations
governing the rural eloctrification loan
fund. Have these public hearings boon
scheduled?



The program proposed in SB 140 has been
"Structured to match the terms of the
federal REA program which 1is facing
reductions. Has the APA considered
other approaches to meeting the needs
currently provided by the REA.?

Eric, 1 would appreciate any other comments or ideas you may

be willing to offer on the above-mentioned bills and proce—

dures for financing electrical services throughout the state.
Please let me hear from vou soon, as I would like to schedule
a second hearing on these bills.

Sincerely,

Senator Bettye Fahrenkamp

S3
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Jilllam L. Davi<i, Director
Diatiibucion Syater." Division

POUCH v
STATE CAPITAL
JUNEAU, ALASKA 99811
(907) 465-3834

(907) 465-3B35

Rural Elcctrification Adrainifltratian
t.S. Department of Agriculture
Vafillington, n.c. 23200

[>«n. Hr. bavin:

T iiavo .Micloaed 1 ::oi>y of fii 140, which would establish
in electric OoprternUlvc RisvllvIng Loan fur.! witnln the "7el.:
bepar ttnunt of Cocm* re This proposed proj ”rmn him biien
.structured to raatci the terwo oJ the federal itulml
leetriflent lon AilnIn! str ifio:t | ro”" ram, wnieh 1 uniera toid
it facii|] rcedticlinii®) >t the federal level.

Would YW plaa.sG Fvaeim with infornilint. e» t
curre.it 4tattin of i.us It'A pro -ram. fun tit *'duetlJons that
unve occurred ai nr o reposed, and also c.urrtuc in oemullon
an to Inttceiif. mi.u, I-rigtl) of term, and >000 ot loans.

I would approii I sritii* Iron jon ad wood au poun
ni | do want: to schedule i second lianviil& o :d> 14>>

lie <t rsynrin,

rincerely,
lot tye Fob iat:p
(Jlu.ii man

Dv:au
cUC] s snle



r<c A
N STATE CF ALASKA
' FISCAL NOTE Revision Date March . 1983
l. REQUEST _ 1. FISCAL DETAIL

Bill/Resolution No.: Agency Affected:Commerce ft Econ. Development
Title: npr.trir. loan Fund Program Category Affectea: Development
Sponsor: Fahrenkamp. Ferguson. Eliason BRU, Program of Subprogram”) Affected:
Requestor: Loans ft Veteransl Affairs

EXPENDITURES/REVENUES.  (Thousands of Dollars)
Fy 83 Fr 8 Fr8 Fr8 Fr8 i Fr 88
OPERATING
100 PERSONAL SERVICES 7
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT 1
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, EIC

Gor wh~
DhrhoPRNN

total Operating 101.8

"CAPITAL
REVENUE

FUNDING. (Thousands of Dollars)
GENERAL FUND 1 101.8
FEDERAL RUNDS
OTHER (Specify Source) 1

PR R e

POSITIONS:
FULL-TIME ?
PART-TIME
TEMPORARY

Y e

[11. SOURCE 0C FUNDS TO OFFSET FISCAL IMPACT CF BILL:

V. ANALYSIS: Attach a separate page for ayy Analysis

Prepared By: D. A Hostakw”"Tfi. Phone:  465-2510
Division: Loans ft Veterans' Affairs Date: 3/25/33

Approved by Commissioner: Richard A |vnn Date
Department: Commerce ft Economic Development

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83



140 FISCAL NOTE ANALYSIS

Provides for a Loan Examiner IIl position and an Accounting Tech. |
position. This is based on the assumption that the division will
be processing approximately 35 to 40 loans per year and that the
Division of Energy and Power will be handling the feasibility
studies. That fiscal impact is reflected in a separate fiscal note
prepared by the Division of Energy and Pov/er.



sy COMWERCE & ECONOMC DEVELOPVENT

program ECONOMIC DEVELOPMENT

13 REQUEST FOR .
NEW POSITION RP, LOANS & VETERANS AFFAIRS page 1  of

COMPONENT Revised Date

01-1136 (7/021-13



AGENcy.  DEPARTMENT OF COVMERCE & ECONOMC DEVELOPMENT

orogram ECONOMIC DEVELOPVENT | FY 84 |
ERU  DIVISION OF LOANS & VETERANSL AFFAI Sage 2 of 2

COMPONENT Revised Date

011196 (7/821-1*



STATE OF ALASKA

FISCAL NOTE Revision Date , 1983
|, REQUEST |l.  FISCAL DETAIL
Bill/Resolution No.: B 140 Agency Affected: Commerce and Econ. Dev.
Title: Establishing electric :oop revolving Program Category Affected: Develonnent
Sponsor: Fahrenkamp BRU, Program of Subprogram”) Affected:
Requestor: Senate Resources Energy and Pow/er Development

EXPENDITURES/REVENJES:  (Thousands of Doll ars)
FYy 83 FY 8 Fr8 | Fr 86 Fr 8 Fr 88

OPERATING
100 PERSONAL SERVICES 83.6 87.6 93.9 99.2 10C.4 in.9
200 TRAVEL 16.0 15.9 17.9 18.2 190 1 201
300 CONTRACTUAL 110.0 1166 1176 1246 1320, 1399
400 COMMODITIES .C 3 3 3 4 A4
500 EQUIPMENT 1.0 4 -0- -0- -0- -0-
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC
TOTAL OPERATING 211.1, 221.8 2297 2423 256.8 r<.3
CAPITAL (see B 14V)
REVENUE
FUNDING: (Thousands of Dollars)
GENERAL RUND 2111 221.8 2297 2423 256.8 272.3

FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS:
FOLL-TIME T
PART-TIME
TEMPORARY
I

[11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Source of funds not identified by sponsor.

V. ANALYSIS: Attach a separate page for any .-.nalysis

Prepared By: Steve Baden _ A Phone: 561-420!
Division: Energy and Power Development AN Date: 3/18/83
Approved by Commissioner: Richard A. Lyon ' Date: in

Department. Commerce and Economic Development

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Deoartment (for Governor introduced bills)
Copy to Sponsoi
Copy to Requestor (if different from Sponsor) i /p/83



SB 140
Fiscal Note Analysis/Enerqy and Power Development

The Electric Cooperative Revolving Loan Fund would be administered jointly
by *he Division of Energy and Power Development and the Division of Loans
and .eterans® Affairs of the Department of Commerce and Economic Development.

Utilities would first apply to the Division of Energy and Power Development.
The Division would review the application, system studies, economic forecasts,
financial data and complete the feasibi Ity study. The Division would work
with the Alaska Public Utilities Commission to verify that the utility would
be finanr Tally self-sustaining.

Once the Division off on the application, it would be sent to the

Division of Loans anc ‘“eterans" Affairs. The Division would determine if the
loan would be fully amortized under the conditions of the loan, process the loans
and i.andle the transfer of notes, mortgages andcollateral.

It is assumed that between 20 and 35 loans will be .processed rangingfrom

$50,000 to $2,500,000. For the application review and conduction of the feasi—
bility study, two positions would be needed forthe Division of Energy and Power
Development: a range 22 engineer, and a range 8clerx typist III.

The personal services line includes only a .06 increase per year which will
absorb potential step increases. The travel line assumes 25 trips to in-state
sites and associated per diem annually. The contractual line includes office
expenses, equipment rental, and professional services required to assist in
feasibility studies at the same level annually. The equipment line includes
the cost of office furniture and equipment for one position anticipated only
the first year.



hv;i

POSITION TITLE RANGE/STEP BARG. UNIT FORM 12  PACE/LINE m m * -OTtAPP.
Lo power Development Engineer 22A G Gov.
TYPE OF POSITION  STAFF MONTHS  RP NUMBER PCN NUMBER BRU PRIORITY LOCATION ELECTION DISTRICT
PFT Pend ing Bndina 1 \nchorage 7
CONTINUATION LEVEL ADDITION JUSTIFICATION
TYPE OF EXPENDITURE AMOUNT
1 SB 140 - Electric Cooperative Revolving Fund to he
PERSONAL SERVICES dministered properly reauires that, there he a technical
5. Salary ———————-— 37779"" 45,348 eview, inspection of site and facilities, proposal review
Benefi ts 77077 nd feasibility study completion before a loan can be
Supplemental Benefits 777TM pproved.
Fixed Benefits 77mr This position will be responsible for ensuring that a
TOTAL PERSONAL SERVICES 01 7,497 roposed project, meets established criteria before
10,  Traver 02 TTOHTT ecommending approval. This individual must be a
11, Contractual 03 1)770mr iraduate/registered professional enoineer, preferahlv
12,  commodi ties o W if the electric power development field. Must be
13.  Equi pment 05 TTW :nowledgeahle in power utility construction specification
14, Other nd practices, in particular REA requirements. He must
15. TOTAL COST i, yy/ lave proven knowledge of the principles and practices of
OXN*, Y\IX\'\\VI\/l\Il\/\/VVVV\A\\\V'\II\IXVXV "ngineering relating to development of power generation,
listribution, transmittal and control systems, including
RECEIPT CODE FUNDING SOURCE lower utility economics, codes and standards.
16. Federal Receipts 1002 The anticipated workload of this program cannot be
17. G.F. Match 1003 andled by the existing DEPD staff. This Division has
10. General Funds 1004 111,997 he technical expertise on board but current workload does
19. 1-A Receipts 1005 1 lot permit the allocation of sufficient manhours to this
0. Program Receipts 1028 irogram for satisfactory results. The estimated workload
;é]. Other s for 35 projects requiring a minimum of 2 evaluation or
inspection trips away from the office per project.
FOR Bill USE ONLY
4A KEY NUMBER
agency COMMERCE ft ECONOMIC DEVELOPMENT
procRaM ENERGY DEVELOPMENT FY 84
1 3 REQUEST FOR
NEW POSITION bru ENERGY & POWER Pagol ofl
COMPONENT. ENGINEERING Revised Date 1

OMiJO (7/821 -15



F MONTHS
CONTINUATION LEVEL ADDITION
IYPE OF EXPENDITURE

PERSONAL SERVICES

Beneflts
Supplemental Benefits
Fixed Benefits

TOTAL PERSONAL SERVICES
Travel
Contractual
Cornmodi ti es

Equipment

TOTAL COST

FUNDING SOURCE

Federal Receipts 1002
C.F. Match
Ceneral Funds
FOR B&M USE ONLY
“IA KEY NUMBER
AGENCY

program

1 3 REQUEST FOR
.NEW POSITION [

component

01-11SG (7/821 + 1)

PCN,NUMBER

COMMERCE

FORM 12 PACE/LI1 HE

[AT 10N
norage

TION DISTRICT
JUSTIFICATION

SB 140 - Electric Cooperative Revolving Fund to be
administered properly will require considerable
correspondence, feasibility reports preparation and
review, records management and filing. It. is estimated
that there will be approximately 35 projects annually, all
of which will require clerical support beyond the existing
DEPD capability. The degree of expertise dictated by the
technical aspects of these projects demands Clerk Typist
111 level of experience.

CJ3E.V.ELQ IM I

ENERGY.DEV.ELOPMEHI

ENERGY ft POWER.

EMLINEERING.

Page ] of i

Revised Date

biSAPp;



Official lluaineM

Alaska JAtae "gdatre

Senate

Office of the President

MEMORANDUM

DATE: April 5, 1983

TO: Senator Bettye Fahrenkamp
Chairperson, Resources Committee

FROM:  Senator Jay Kerttula
Senate President

RE: Rural Electrification of the Copper Valley.

The attached material was recently received in my office.
forwarding it to you for your information and the perusal
committee.

Pouc
State Ca
Juneau, Alae

I am
of your

i

hV

Itol
s 09811



Copper River Native Association
ATNA taene NENE

Drawer H « Copper Center, Alaska ?9573 « Phone (907) 822-5241

March 23, 1983

Mr. Donald Johns, Member

Alaska Regional Energy Association
P.0O. Box 3-3908

Anchorage, AK 99501

Dear Mr*. Johns:

Here 1in the Copper Valley area we have three (3) electrical
service areas which do not now have local REA service..
These areas are:

0ld Edgerton Cutoff 8 miles
Extension to Chitina 18 miles
Extension of Tok Cutoff 80 miles

The three service areas listed above have insufficient patron
users to warrant establishment of effective electrical service
extensions. Example: the Edgerton cutoff has approximately 18
families. The Tok cutoff from Mile 11 to Mentasta Village 70
to 80 miles, has less than 100 electrical service users.

The Copper Valley Electric Association currently estimates

Line Extension Service cost to be approximately $10,000 per
extension mile. As a result, it is not financially feasible

to construct the extension service, due to excessive line cost
and lack of consumer revenue to justify such extensions. We
recognize low interest loans from State or Federal sources would
not necessarily have a great benefit for the local REA, unless
it was intheform of a grant rather than 1in a loan.

We requestyour assistance toprovide both potential consumers
and the Copper Valley Electric Association with information
which will yield satisfactory electrification to these areas.
We* recognize the information contained within this letter is
very sketchy but would hope with the assistance of our Alaskan
Legislators, communities listed above, Copper Valley Electrical
Association, and the Alaska Regional Energy Association, that
this central area of our state would be able to move ahead and
receive electrical service. At the present time many of the



Mr. Donald Johns
March. 23, 1983
Page 2

potential users have their own electrical generators.
Unfortunately, not all potential users are even this
fortunate to have any electrical service. With our
modern technology of industrial computerization this
central part of Alaska 1is denied electrical service.
To us, this is-a great injustice to.our citizens.

We solicit your looking at our concerns and trust that
together a solution may he found.

Sincerely,

COPPER RIYER NATIVE ASSOCIATION

Maxwell L, Faneher
Program Analyst

MLFrpb
Jgmes F
ccC; ﬁﬁ???Egéme, CVEA

Jalmar Kerttula
Senator Pappy Moss
Representative Dick Schultz
Representative Al Adams



§ 44.83.325

Alaska Statutes Supplement § 44.83.361

(7) 'reconnaissance stud}" means a study conducted for the purpose
of assessing the present and future electrical and thermal energy needs

of an area under AS 44.83.177;
28) "feasibility study”

A) means a study conducted for the purpose of establishing the
economic and environmental practicality of completing a proposed

power project under AS 44.83.181;

(B) includes engineering and design work to meet the requirements
for submission of a license apgllcatl.on.for a proposed new project to the

Federal Energy Regulatory

ommission,

(%R "small-scale power production facility" means a facility which,
by design, is to produce less than 25 megawatts of power. (§ 1 ch 278

SLA 1976; am 8§ 21, 22, ch 156 SLA 1
1980; am §§ 10, 11 ch 133 SLA 1982)

Effect of amendments. — The 1982
amendment, effective June 25, 1982, sub-
stituted the present definition for "power
project” or “project" in paragraph (4) for

ArticJe 7. Susitna River
Sec. 44.53.325. Restrictions on

Editor’s note. — Section 21, ch. 133,
SLA 1982, provides: "Notwithstanding the
provisions of AS 44.63.325, the Alaska
Power Authority may enter into contracts
under AS 44.83.300 — 44.83.360 for pre-
liminary work without the approval
required by AS 44.83.325. In this section,
‘preliminary work’means the preparation
of plans and studies and the preparation
<ind submission of license applications, as
weil as other types ol work, that must be

78: am §8 26, 27 ch 83 SLA

the definition set out in the main pamphlet
and substituted "electrical and thermal
energy needs" for "power needs" in para-
graph (7),

Hydroelectric Project
contracting.

completed before actual construction of the
Susitna River hydroelectric proj'-ct, de-
scribed in AS 44.83.300, may begin. Thu
emection doei not authorize the Alaska
Power authority to enter into contracts for
the actual construction of the Susitna
River hydroelectric project or for the prep-
aration of the site of the Susitna River
hydrpelectrir project wit”. u: the approv
required by AS 44.B3.5i5."

Article 8 Rural Electrification Revolving Loan Fund.

Section

361. Rural electrification revolving loan
fond
363. Loan advisory committee

Sec. 44.53.361, Rural electrification revolving loan fund, ‘1&)

The rural electrification revolvin

loan fund is established in the

Alaska Power Authority. The fund consists of
(1) appropriations made to the fund; and
~(2) principal and interest payments on loans made under this sec-

tion,

(b) The authorit mar make loans from the rural electrification

revolving loan fund to e

ecluc utilities certified by the Alaska Public
506

§ 44.83.363 7
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§44.83.363 State Government §44.83.363

Utilities Commission. A loan from the fund may be made onI%/ for the
purpose of extending new electric sendee into an area of the state that
an electric utility may sene under a certificate of public convenience
and necessity issued by the Alaska Public Utilities Commission. A loan
may be made frjm the fund to an electric utility if the utl|lt¥ invests
the’ money necessary' to provide one pole, one span of line, one
transformer, and one sendee crop for each consumer for whom immedi-
ate sendee would be provided by the extension of electric sendee. How-
ever, a loan may not be made from the fund unless .

(1) the loan isrecommended by a loan advisor} committee appointed
under AS 44.83.363; and o ,

(2) the extension of electric sendee would provide immediate sendee
to at least three consumers, o .

(c) A loan from the rural electrification revolving loan fund shah
?ﬁarl an annual rate of interest of two percent of the unpaid balance of

e loan,

(d) When a loan is made by the authority under this section, the
electric utility receiving the loan o _

(1) shall, in addition” L? the rates that it is authorized to charge,
charge the consumers sen'ed by the electric service extended with the
loan proceeds an amount sufficient to paY the interest costs of the loan;

2) shall pay to the authority annually an amount equal to

A) interest of two percent on the unpaid ~alance of the loan; and

(B) payments on the unpaid balance of the principal of the loan for
each new consumer served hy the electric sendee during the preceding
Year for which the loan was made; payments on the unpaid balance of
he principal ofthe loan shall be made at. a rate equal to the difference
between the actual cost of making the service connection to the con-
sumers and the minimum investment per consumer required of the
utility before a loan is made under (b) of this section.

Ee The aumority shall N .
1) adopt regulations necessary to carry out the provisions of this
section., o _

2) administer the rural electrification revolving loan fund; and

3) submit to the legislature within the first 10 days of each regular
legislative session a report of actions taken by the authority under this
section and an accounting of the rural electrification revolving loan
fund. (§ 1 ch 118 SLA 1981)

Sec. 44.83.363. Loan advisory committee. When an application
for a rural electrification loan is submitted to the authority under AS
44.83.361, the authority shall appoint a local advisory committee from
persons residing in the area that, the applicant utility is certified to
serve. The loan advisory committee shall consider the loan application,
and shall recommend whether the loan application is to be approved or
disapproved. A favorable recommendation from the loan advisory com-
mittee shall be based on a determination that development in the area
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of the proposed extension of electric sendee is likely to provide foi full
repayment of the loan under AS 44._83.361(d? within 10 years. In
making that determination the committee shall consider

1 Permanence of the premises to be sen’ed by the extension;

2) land use patterns in the area;, .

3) access for the line that would be installed with loan proceeds;

4) availability of oth.er.utlllty sendee in the area; and _

5) the economic feasibility of the extension of electric sendee with
the proceeds of the loan. (§ 1ch 118 SLA 19S1)

Article 9. Energy Program for Alaska.

Section Section

380. Program established 392. Lapse of excess appropriations
382. Power development fund established  394. Revenue requirements

381. Use of fund balance 396. Operation of power project

386. Investment of fund 398. Sale of power from power project
388. Allotment to projects 400. Energy conservation

390. Reappropriation uf fund balance 425. Definitions

Sec. 44.83.380. Program established, $a) The ei.ergy program for
Alaska is established. The program shall be administered by the
Alaska Power Authority. _ _

(b) The energy program for Alaska is a program by which the

authorltg may acquire or construct power projects with money apﬁro-

priated Dy the legislature to the Power development fund established
In AS 44.83.352. A power project may be acquired or constructed as
Part of the ene[jg% program for Alaska only if the pr.okect IS submitted
0 and agprove the legislature in accordance with procedures set
out in AS 44.83.177 — 44.53,187.

(c) The provisions of AS 36.10.010 — 36.10.125 aBpIy to gower
rcgects constructed by the authority under AS 44.33.380 — 44.83.425.
FA 44.83.400; 5 1ch 118 SLA 1981)

Ri-vifcor'f notes. — A reference to AS Editor's notes. — As enacted, this sec-

44.S3 400— 44.83.510 was changed to AS  tion was designated AS 44.63 400 und wrf
44.83.360 — 44.83.425 by the revisor of renumbered by the revisor of statutes
statutes pursunnt to AS 01.05.03] to con- under AS 01.05.031.

form to the renumbering of this article.

Sec. 44.83.382. Power develpﬂme_nt fund established, (a) A
power development fund is established in the Alaska Power Authorltg
(0 carrg out the purposes of the energy program for Alaska (A
44,83.380 — 44.83.425).

b) The fund includes _

1) money appropriated to it by the legislature; and _

2) revenues collected from the sale of power that are not required
g{/&avxigtgll))e deposited into the general fund. (AS 44.83.410; £ 1ch 118
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ALASKA RURAL ELECTRIC COOPERATIVE

ASSOCIATION, INC.

237 E. FIREWEED LANE < SUITE 301
ANCHORAGE, ALASKA 99sC3 mm(907) 276-3235

Sen. Bettye Fahrenkamp

Alaska State Senate

Pouch V

Juneau, AK 99811 Mar 23, 1983

Dear Senator Fahrenkamp,

Vour office has requested a report on the impact of
passage of SB 140, the bill to create a state-supported
loan bank for electrical cooperatives.

In order to provide this information, we"ve contacted
each of the members of AKECA and asked them to project
their financing needs for the next five years and
outline major projects that these funds would be used
for.

In short, the bulk of the loans needed by electrical
cooperatives 1in Alaska for the forseeable future are
directly attributable to growth and the need of the
individual coops to expand into new areas or provide
additional generating capacity to cover the power needs
of new members.

The creation of a state-supported 1loan fund to provide
supplemental loans to the coops at interest races of 5%
would have varying effects on their rates, depending on
the size of the coop and the purpose of the loan. No
coops, like Glacier Highway near Juneau, can finance new
generation equipment with 5% REA loans. For Glacier
Highway to seek what a~e essentially commercial rates
for a $3 million genera .or would require power rates for
their members to be i/ .ealod 50%. With 5% money
available from the _.ta.-a instead of 11.5% from
Cooperative Financing Corporation, this rate increase
would be reduced significantly since Glacier Highway
would save $18.5 million 1in interest over a 20-year
period. Since Glacier Highway"s membership and revenues
are small, 1its fairly safe to say that without access to
5% money, this generator won"t be built.

At the other extreme, a large coop such as Matanuska or
Golden Valley would experience a nominal effect cn rates
in the short term with the availability of 5% money.
This 1is because of the size of their current
indebtedness and the percentages they are already paying
on outstanding loans. Compared to their present debt,
the percentage saV| s would be smal

OCRACY IN ACTION

M)




One of the greatest benefits to the coops that would
accrue from having 5% state lodns available would be in
their overall financial health and their ability to
borrow money from REA. Coops qualify for loans from REA
based on a financial formula that compares their cash
flow with their interest expenses (TIER or Times
Interest Earned Ratio). Even though a coop might be able
to pay all of its debts on high interest rates with few
problems/ if it is unable to meet this financial reserve
requirment/ it may be cut off from the loan sources
needed to take care of future growth. Every percentage
point of interest that a coop con save 1is therefore
reflected in two ways, a lowering of actual cash
interest payments and a lowering of on-hand cash resrves
so that the coop can meet the requirements of lenders.

The present Tfinancial problems being experienced by
Chugach Electric are not the result of the coop's
inability to pay 1its bills, rather, it is the coop's
financial condition relative to the TIER formula which
is the accepted expression of a cooo > financial
"health".

As to the inherent question recarding immediate
reductions in electrical rates given the availabilty of
5% state loans, the answer 1is no. Any or all of the
loans wou]J be used to finance new construction which
represents new expenses for the coops. That"s the very
reason why Congress created the; REA system and provided
2% federal lott.s to provide electrical service to rural
areas throuo <out the United States. 1In most cases, these
expansion projects would not generate enough new members
to offset the cost of the projects - at least for the
first few years. What these loans would do is reduce the
amount of 1increase attributable to interest expenses.

Here®s a list of the major projects currently being
planned by Alaska®"s electrical coops. I1°ve also attached
a schedule of each coop®s loan requirements and the
percentages of REA financing they have available versus
the percentages of "commercial”™ money they would have to
seek from the Cooperative Finance Corporation.

Sinr._prol v .

William K. Blefesington
Director of Information

WB :ra



UTILITY
Alaska Village Electric Coop

AlIl funds needed are to provide additional
generation, transmission and distribution to service
villages served by their system. Major expenses include
building and installing generators, building and
installing power lines and substations and wiring the
village power plants to consumer®s homes and
businesses.

Chugach Electric

Major expenditures for Chugach include construction
of new transmission and distribution systems to connect
planned new generation plants with their existing
power grid. Chugach also needs to continue to expand
their distribution system to handle the normal growth in
membership. Within the next five years, Chugach is
planning to build or start building three new generation
plants and hooking up to the Bradley Lake Project on the
Kenai Peminsula. All of these new facilities will
require major expenditures for power lines and
distribution systems.

Copper Valley Electric

Copper Velley"s expansion plans include
construction of transmission and distribution systems to
connect several areas with the Copper Valloy generation
and transmission system. These construction programs
will bring "power house" electricity to Chistocnina and
the Tok Cut-Off area, Chitina and the Lower Tonsina area
on the Richardson Highway and Edgarton Cut-Off - homes
and small businesses that do not now have access to
power except from their own generators. The bulk of the
funds will be used to build new power 1lines to these
areas and install the distribution system necessary to
take power from the high voltage power 1lines to
residences and businesses.

Cordova Electric
Cordova®s plans include renovation of the equipment

purchased from the old city-operated utility, expansion
of service and hardware needed to con ~sct



Cordova with the planned Silver Lake nydro project.
Because of Cordova ™ unique financial situation, the are
only able to borrow 25% of their needs from REA a'c 5%,
the rest will have to come from commercial sources.

Glacier Highway

A new generator to serve as a back up unit 1is
planned by Glacier Highway 1if financing can be obtained.
Because of the utility ™ location in relation to
Snettisfam and heavy snow loads and high winds common to
Southeastern, power outages are frequent. The new back
up generator would eliminate that problem. A small
portion of the projected loan would also be used to
purchase land for the generator plane.

Golden Valley Electric

Loans projected by Golden Valley would bo used to
expand their present transmission and distribution
system to handle the demands of growth in the Interior.
Like Chugach and Matanuska Electric, the demands of
growth require coops to build new hign tension lines,
substations, smaller distribution lines and other
facilities necessary to connect these areas with the
source of power. Golden Valley will also experience
costs directly associated with completion of the
Anchorage-Fairbanks intertie.

Homer Electric

When the Bradley Lake Hydro Project is completed,
Homer Electric will have to build a $20 Million power
line in order to buy power from the dam. They are also
planning a major expenditure 1in five years to construct
new transmission and distribution lines 1in other areas
of the Ker.ni Peninsula to accomodate a growing
population and the demand for more power.

Kodiak Electric

Hooking up to the Terror Lake Hydro Project will
be the source of most of the loan demand from Kodiak
Electric over the next five years. KEA is also planning
to expand 1its services to several smaller villages on
Kodiak.

Matanuska Electric
The Matanuska Valley area 1is one of the fastest

growing areas 1in the state and the demand on MEA to
provide electrical services has been great. New areas,



such as the Point Mackenzie Agricultural Project, will
need power and to Co this major new transmission lines
and distribution systems must be built. The growth of
new subdivisions 1in the Susitnd Valley has created a
similar demand for new transmission and distribution
systems, sometimes over long distances.

Kotzebue, Nushagak, Tlingit-Haida and Unalakleet

These coops are anticipating loans to cover
construction of new transmission and distribution
systems to accomodate growth, replacement of older
equipment and expansion of their physical plants. Some
of the growth demands are directly associated with state
expenditures in these areas such as new schools, airport
improvements and other Tfacilities.



KLTCTRXCAI, COOPERATIVE PROJECTS) EKPH"DITURES AND LOWE, 1583-1987

Coop REA vs crc % 1983 1984 1985 1986 1987 gt>tal
AVEC 100% REA $2 M $2.3 M $2.7 M $3.1 M $3.5 M 13.6 M
Cluigach 80% REA, 20% CTC 28 M -0- 15 M 15 M 15 M 73 M
QIC loans - 5%+ 5.6 M -0- 300,000 300,000 300,000 6.5 M
Guaranteed Loans 5%+ 52 M 58.25 M 343.25 M 43.25 M 43-25 M 540 M
Copper Valley 60% REA, 40% CTC 60,000 260,000 800,000 1.5 M 3 M 5.62 M
CTC loans-5%+ 24,000 104,000 320,000 600,000 1.2 M 2.248 M
Cordova 25% REA, 75% at: 3 M 1M 1M 1M 1M 6 M
CFC loans-5%+ 2.25 M 750,000 750,000 750,000 750,000 5.25 M
Glacier Highway ** 70% REA, 30% CTC —0- -0- -0- -0- -0-
Guaranteed loans 3 M -0- -0- -0- -0- 3 M
Golden Valley 90% ILEA, 10% CFC 12 M 14 M 15 M 17 M 17 M 75 5 |
CTC Loans - 5%L 1.2 M - 1. 4M 1.5M 1.7 M 1.7 M 7 .55 M
Homer Electric 70% REA, 30% CTC ~0- 15 M 20 M -0- -0- 35 M
CTC roans - 5%i 4.5 M 6 M 10.5 M
Kodiak Electric 75% REA, 30% ax: 2.5 M 4.8/5 M 3.289 M 1.327 M 1.805 M 13.796 M
crc loans - 5%F 750,000 1.463 M 986,700 398,100 541,500 4. 14 M
Kotzebue so¥% pea, 20% ax: 768 ,00C 500.000 500.000 500,000 500,000 2 768 M
ax: loans - 5%+ 153,600 100.000 100.000 100, 000. 100,00C 553,600
Matanuska Electric 80% REA, 20% CTC 12.6 M 10.1 M 12.5 M 12.9 M 32.9 M 81 M

crc loans 2.5 M 2 M 2.5 M 2.6 M 6.6 M 16.2 M



Coop REA vs CTC % 1983 1984 1985 1986 1987 Total

Naknek $-0- $-0- $-0- - $-0- $-0- $-0-
Nuslvigak 70% REA, 30% CPC 2.2 M ~0- -0- -0- -0- 2.2 M
CPC loans -5%+ 660,000 -0- -0- -0- -0- 660,000
Tlingit-Haida 80% REA, 20% CTC -0- 1.8 M -0- -0- -0- 1.8 M
CFC Loans-5%1- -CH 360,000 -0- -0- -0- 360,000
Unalaklect * 60% REA, 40% CPC 1.2 K 200,000 200,000 200,000 200,000 2 M
CPC boans-5%+ 500,000 80,000 80,000 80,000 80,000 820,000

* Unalakleet Electric Cooperative is anticipating a $700,000 grant from the state for a new generator.

** Glacier Highvey Electric Cooperative®s $3 Million generator loan is not covered by REA financing and must
bo financed through CTC notes. Hhe current, interest rate of .11.25% would require a 50% increase in electrical
rates to provide necessary cash flew for loan payments.

total crc irm s by year 1983 2984 1985 1986 1987 Total

10.638 M 10.757 M 12.537 M 6.529 M 11.272 M 54.73 \ ht

TOTAL CU ANrKED ICANS BY YEAR
55 M 58.250 N 343.25 M 43.25 M 43.25 M 543 M



Major Guaranteed Loans By Project

1983

Glacier Highway Electric Cooperative - $3 Million for new generator.

$37 Million for transmission and distribution, loan pending
$15 Million for 75 MW gas fired generator

Chugach Electric

1984

$15 Million for 75 MW gas fired generator
$43.25 Million for transmission and sub-transmission

Chugach Electric

1985

$300 Million for 200 MW coal fired plant
$43.25 Million for transmission and sub-transmission

Chugach Electric

.1986

Chugach Electric - $43.25 Million for transmission aixi sub-transmission

1987

Chugach Electric - $43.25 Million for transmission and sub-transmission



Funding Demands for Alaska Electric Utility Lean FXrad by yearr Z9B3-19B7.

1983
"Ratal Loans $68,638 M
Applied For.
Total CFC Loans 13.638M
Applied For.
Appropriations to $13,638 H
"Dover CFC Loans
(Approximate 8 5%)
Appropriations to $55 M

Cover Guaranteed roans
(Approximate 0 5%)

1984

$69,007 M

$10,757 M

$9 M

$55.7 M

1985

$355,787 H

$12,537 M

$11 M

$330 H

1985

$49,779 M

$6,529 M

$5 H

$20 M

1987

$54,522 M

$11,272 M

$9 M

$18 H



United States Rural Washington
k\ Department Electrification D.C.
r/l  of Agriculture Administration 20250

SUBJECT: Alaska 00

TO: Ms. Bettye Fahrenkamp, Chairman 2 7 JUN ii
Senate Committee on Resources
Pouch V

State Capital
Juneau, Alaska 99811

This is in response to your letter of April 4, 1983, enclosing a copy of the
proposed SB 140, establishing an electric cooperative revolving loan fund
within the Alaska State Department of Commerce and Economic Development.

For your information we are enclosing copies of REA Bulletins 20-2, 20-6, and
20-14, which relate specifically to loan policies. For Fiscal Year 1983,
Congress has authorized REA to make i.isured loans of no less than $850,000,000
and no more than $1.1 billion and guaranteed loans of between $4.6 billion and
$5.7 billion,. Lending authorization for Fiscal Year 1984 1is presently being
considered by Congress.

We have reviewed the proposed SB 140 and offer the following questions and
comments for your consideration:

Section 42.28.020

Most non-REA lenders which provide supplemental financing to REA borrowers
also make unsecured short-term loan funds available to cover certain operating
expenses. Would the Department consider making thiD type of loan?

Would the Department consider making loans to refinance existing higher
interest locus (such as those made by FFB or CFC)?

Section 42.28.030 Based on the eligibility requirements outlined in the
proposed legislation, it appears that at least one REA borrower, Metlakatla
Power & Light, owned by the Metlakatla Indian Community, may not be eligible
for loan funds from the Department. You may wish to consider broadening the
eligibility requirements to include this type of utility.

Section 42.28-040

The requirements for finding feasibility appear ..0 be unduly detailed for this
type of legislation. The Rural Electrification Act requires that loans be
self-liquidating (feasible) and adequately secured, but the specific
requirements for establishing feasibility and security are set out 1iIn agency
regulations. This provides the agency with more flexibility to change
requirements from/time to time as necessary.
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Regarding security, REA would not normally accommodate its lien to provide
security for the Department on short-term loans made by it to a bo-rower.
Such loans made by other non-REA lenders are generally unsecured. The
proposed legislation indicates that the Department will subordinate its lien
on collateral securing a short-term loan, but apparently only if the borrower
first "enters into a federal loan agreement"™ with REA. It is unclear what 1is
meant by the phrase "enters into." Does this refer merely to making
application to REA or to having in place an executed loan agreement with REA?
In many cases, a borrower may be in need of short-term funds well before it
has applied for an REA loan. Such funds may be needed for construction
purposes 1in anticipation of reimbursement from a future long-term loan or may
be needed for operating purposes. We suggest that the Department be
authorized to make short-term loans that are unsecured. REA will consider
providing lien accommodations on intermediate and long-term loans.

If we can be of any further assistance in this matter, please let us know.

Director
Western Area - Electric



UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL. ELECTRIFICATION ADMINISTRATION
WASHINGTON. D.C. Z0280

APR 12 1979 Reviewed and Approved
For Reprinting July 1982

SUBJECT: Implement the Conservation Policy
(Supplement to REA Bulletin 20-2,
January 31, 1979)

T0: All Electric Borrowers

The recent SUPpIement to REA Bulletin 20-2 sets forth energy conservation
information that will be required to support future loan applications
from distribution borrowers. These information requirements are:

1. A copy of the policy approved by the board of directors on
energy conservation.

2. A report of the efforts of the borrower to conserve electric
energy in the operation of its headquarters and facilities. The
activities of the borrower should demonstrate to its members that it has
adopted and is carrying out its own in-house program of energy conservation.
The report should include the amount that this program has reduced annual
operating cost and the necessary capital expenditures, if any, to achieve
this reduction.

3. A report describing the efforts of the borrower to assist its
members to make the most efficient use of energy. The report should
include a conservation work plan and budget which reflects the activities
planned and conducted, with related staff time and costs, and a statement
of the estimated benefits to the member and the borrower.

For loan applications received during 1979, we cannot expect to receive
evidence of accomplishments from those who must initiate new programs or
hire new personnel to comply with the policy. However, in most instances,
we do expect to receive a board policy, a report on actions planned, and
an estimate of resources (both staff time and dollars) to be devoted to
energy conservation.

After January 1, 1980, and as appropriate in 1979, the following
information should be provided with the loan application:

1. Copy of board policy.
2. Copy of work plan and budget for energy conservation.

3. Names and titles of staff assigned full-time to energy
conservation and their major wnrk assignment(s).
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4. Names and titles of staff assigned part-time to energy
conservatlon--and percentage of their time devoted to energy conser—
vation activities.

5. Brief description of services offered by the cooperative to
assist members 1in conserving energy (such as energy audits or onpremise
assistance and advice).

6. Brief description of other energy conservation activities.

7. Brief description of how the cooperative encourages energy
conservation by its members and provides information for them--such
as newsletters, brochures, etc.

8. Brief description of efforts with others, such as home con—
tractors, Farmers Home Administration, etc., to promote energy
conservation.

9. Brief summary of efforts of the cooperative to conserve electric
energy in the operation of its headquarters and faci lities--incl udirig
cost savings and amount of capital expenditures necessary to achieve the

reducti on.

10. Number of members who were provided, onpremise, this type of
assistance in last calendar year.

11. Evaluation and comments of the manager on the energy conser—
vation program of the cooperative as it benefits or affects the members
and the cooperative.

12. Dollars spent by cooperative in previous calendar year and
estimate of dollars to be spent in current calendar year for energy

conservation for the following purposes: (Previous year data may not
be available until 1981)

Previous Year This Year
Personnel
Information Activities
Capital Expenditures
Supervision
In Cooperation With Others
Other (office space, etc.)

Li st:



All Electric Borrowers 3

As stated in the January 31, 1979, supplement to REA Bulletin 20-2,
REA will consider the number of members served, geographic locations,
land area served, energy use patterns and the needs of the members in
determining the reasonableness of the conservation program.

ROBERT W. FERAGEN
Admini strator



UNITED STATES DEPARTMENT OF AGRICULTURE
= 1$1 Electrification Administration

January 31, 1979

SUBJECT: Energy me on Policy and Recommendations

T0 : All Electric Borrowers

The attached supplement to REA Bulletin 20-2 sets forth the REA Energy
Conservation Policy and the information which should accompany loan appli—
cations from distribution borrowers. It has been developed after nearly

6 months of study and research by REA which included several opportunities
for comment and discussion by all of the electric borrowers.

Because of the varying circumstances due to weather and load oatterns of
the distribution cooperatives, the policy provides flexibility in planning
and conducting energy conservation pronrams.

The importance of the efforts called for by the policy cannot be overstated.
Energy conservation is the best means for the Deople we serve to reduce

their cost of electric energy. The most efficient use of energy by the
members can reduce, in the long run, the need for new generating facilities.
An aggressive program of conservation which includes energy audits or

advice based on visits to homes or businesses provides an excellent and

very imnortant opportunity to reestablish or to improve the oerson-t oerson
relationships between cooperative staff andmembers -- relationships on which
rural electrification was founded and whichare its greatest strength. These
visits also provide an opportunity for the cooperative to develoD art under—
standing by the members of the cooperative of important facts concerning
operation of the cooperative, such as retail rates, cost of wholesale power,
future plans of the cooperative and membership opportunities and obligations.

This policy should not be interpreted as a suggestion of REA to promote
"zero growth." REA realizes that revenues of the cooperative, besides
providing funds to repay loans, must also provide for sound operation of
the cooperative.

The REA recommendations accomoanying the policy can serve as a guide in
developing energy conservation programs. An REA Energy Conservation
Handbook which you will receive under separate cover contains material

that will be of further help in planning and carrying out your energy
conservation programs. There 1is no restriction on the use of this material
and the material can be reproduced in whole or in part.

REA anticioal.es that the reports called for bv the policy will vary from
system to system. To test conformance to the Bulletin, REA will be looking
mor information that indicates that the cooperative is committed to energy
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conservation; that measures are planned or underway to conse-ve enerqy in
cooperative facilities; and that an information and technical assistance
program is planned or underway to help consumers conserve enerqy.

The level of resources indicated in the conservation workplan and budget
accomoanying the loan application will also serve as an indication of
compliance with the intent of the REA policy. The long-term savings to
members by energy conservation which result from technical advice and
assistance from cooperative personnel should be considered when developing
objects of a workplan and budget for this assistance.

REA looks to c.ie directors, managers and staff members of the-electric
cooperatives to respond to the enerqy conservation needs of the member-
owners with the same dedication and determination which characterized those
early days of rural electrification.

The critical need for understanding by the members of the difficulties and
costs associated with providing power supply for the future -- and conser—
vation by them as a means to cope, in part, with those higher costs -- 1is
as formidable a challenge as was developing the cooperatives and building
the first distribution system.

A decision on the proposed REA Bulletin 120-2 has been delayed. This
policy would have required information concerning the diversified demand
and other data concerning service to previously unserved cooperative
members. It is being delayed because REA is reviewing the entire Power
Requirements Survey and Load Forecasting procedures and coordinating this
review with similar efforts of the NRECA-CFC Power Supply Study Comnittee.

ROBERT W. FERAREM
Administrator N

Attachment



‘File With REA:
:Builetin 20-2:

UNITED STATES DEPARTMENT OF AGRICULTURE
Rural Electrification Administration

January 31, 1979

SUBJECT: Supplement to REA Bulletin 20-2, Electric
loan Idlicies and Application Procedures

TO: All Electric Distribution borrowers

All REA electric distribution borrowers will be required to develop
enerqy coif.orvat ion prcxjrams as a requirement for continued REA
financier}. Tin- purpose of this supplement is to set forth the energy
censorvat ion infornation Ix> accompany a loan application. T be
considered, «4 lain application must include the following additions:

1. A copy of the policy approved by the board of directors
on energy conservation.

2. Aieport ot tix? efforts of the borrower to conserve electric
energy in the operation of its headquarters and facilities. The
activities of the borrower should demonstrate to its members that it
has adoptal and is carrying out its own in-house program of energy
conservation. Tlie report should include the amount that this program
lias reduced annual operating cost and the necessary capital expendi-
tures, if any, to achieve this reduction.

1 A report describing the efforts of the borrower to assist
its members to mike the most efficient use of energy. The report
should include a conservation work plan aid budget which reflects
the activities planned und conducted, with related staff time aid
costs, and a statement of the estinv ted benefits to the member and
tixi borrower.

In determining the reasonableness of the conservation program, REA
will consider the number of members served, geographic locations,
laid-urea rved, energy use patterns and the needs of the members.

An aggressive pr'Xjtuin to assist mail'ers to use energy most efficient ly
will regime stuff fxirsons trained for that responsibility with appro-
priate facilities and muterials to perform their assignments. Because
of the diversity of REa borrower systems, the allocation of staff time
and other resources will vary i ;om system to system.



As a general guideline, REA will consider that a system with 4,000 or
more members should devote, as a minimum, the time of one person working
full-time, or the equivalent time of several persons, as a reasonable
effort to assist its members to conserve energy. In applying this
guideline for smaller systems, consideration will be given to pooling

of re* Durces with other organizations. In applying this guideline to
large* systems, the amount of additional staff time should be appro—
priate to its work plan and objectives and consistent with the nmber

of members.

The attachment includes suggestions and reccrmendations for consideration
by borrowers in developing board policies for energy conservation and for
planning and conducting energy conservation programs. This information
is also included in REA"s Energy Conservation Handbook.

ROBERT W. FERAGEN
Administrator



REOOWetoATIONS OF REA

The energy conservation policy adopted by the board of directors
should require, (1) a cornu.tment to an aggressive program, to
conserve electric energy in the headquarters and other co-op
facilities. (2) a cornutment to an aggressive program to help
consumers conserve and use energy efficiently, and (3) the
necessary authority to develop a plan and budget to accomplish
the objectives, and 'o develop appropriate reports to assess

results.

Identify opportunities to pranote more efficient use of energy
and set priorities for assistance to consumers by analysis of
consumer uses of energy, billing records, high bill complaints,

delinquent accounts, etc.

Provide trained personnel to provide—on a "one-to-one" basis—
technical assistance, advice and information for members of the
cooperative for the efficient use of electric energy in the
home, farm, business or public building, including estimates of
the cost of insulation or other expenditure necessary to achieve
energy conservation and the estimated savings m electricity

costs resulting from any investment or conservation practice.

Encourage and promote insulation standards as recently adopted

liy the Farmers Home Acbiinistration.



Reccrmendations of REA

Cooperate with consumers who want to install alternative energy
systems for their own use, such as windmills, .biarass facilities,
and solar systems for cooling, space and water heating, and

wood burning systems.

.Seek assistance and where appropriate, coordinate conservation
efforts with NRECA, statewides, other electric cooperatives,
power suppliers, state energy offices, Farmers Heme Administra—
tion, and other organizations with programs or resources that

can help the cooperative with its conservation objectives.

Mike arrangements with the Farmers Home Administration, com-—
munity action agencies, Jlocal banks, etc., to finance conser —

vation measures for those consumers in need of such assistance.

Work with 1local contractors and suppliers 1in helping assure
that, consumers received qualify workmanship and proper con—

servation materials.

Work wit.ii local building contractors to help assure the

construction of energy efficient homes.

In advising electric cooperative members about electric heating

or air conditioning, that ti.e cooperative provide estimates of



Recarmuidations of REA

the longer-ranye cost of electric service; for example, an
estimate of the increased cost < electricity for the next five

or ten years.



UNITED STATES DEPARTMENT OF AGRICULTURE
Rural Electrification Administration

June 13, 19/7

REVISED REA BULLETIN 20-2

Attached 1is a revision of REA Bulletin 20-2, Electric Loan Policies and
Application Procedures, superseding the edition of this bulletin dated
February 19, 1971* all amendments thereto.

The revised bulletin removes limitations on the amount whien could be
approved in a single loan to electric distribution borrowers for their
two-year construction requirements.

The bulletin has Leen brought up-to-date to reflect all ..uuendmenls to

the Rural. Electrification Act tlirough October 20, 1976, relating to REA
insured electrification loans.

A1l «.clunent.



UNITED STATES DEPARTMENT OP AGRICULTURE
Rural Electrification Administration

June 13, 1977
Supersedes 2/19/71

REA BULLETIN 20-2

SUBJECT: Electric Loan Policies and Application Procedures

General:

A. This bulletin sets forth REA policy and procedures concerning
electrification loans under the Rural Electrification Act (the
Act).

B. REA Bulletin 20-22, Guarantee of Loans for Bulk Power Supply
Facilities, sets forth REA policies and requirements con-
cerning loan guarantees for the financing of bulk power supply
facilities under Section 306 of the Rural Electrification Act.

KKA Loans - General Purposes and E ligibility: Generally, rural
electrification loans made by REA are insured loans made under
Section 3"5 of the Act for the purposes and on the term3 and condi-
tions set forth in Section of the Act. Section provides in

Pt

A. "The Administrator is authorized to make loans for rural
electrification to persons, corporations, States, Territories,
and subdivisions and agencies thereof, municipalities, peoples'
utility districts and cooperative, nonprofit, or limited-
dividend associations organized under the laws of any State or
Territory of the United Stater, for the purpose of financing
the construction and operation of generating plants, electric
transmission and distribution lines or systems for the fur-
nishing of electric energy to persons in rural areas who are
not receiving central station service "

B. " the Administrator, in making ouch loans shall give
preference to States, Territories, and subdivisions and
agencies thereof, municipalities, peoples' utility districts,
,and cooperative, nonprofit, or limited-dividend associations,
the projects of which cr ,ply with the requirements of this
Act."

G. "Such loans shall be on such terms and conditions relating
to the expenditure of the moneys loaned and the security
therefor as the Administrator shall determine find may bo made
payable in whole or in part out of the income: Provided
further. That all such loans shall be self-liquidating within
a period of not to exceed thirty-five years..,.."
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D.

"Loans shall not be made unless the Administrator finds
and certifies that in his judgment the security therefor is
reasonably adequate and such loans will be repaid within the
time agreed."

" no loan for the construction, operation, or enlargement
of any generating plant shall be made unless the consent of
the State authority having jurisdiction in the premises is
first obtained."

Revolving Fund - Insured Loans: Sections 301 and 302 establish a
revolving fund in the Treasury of the United States the arsets of
which are available for the purpose of providing fundB for insured
loans under Section 305 of the Act. Section 305 provides in part:

A

"The Administrator is authorized to make insur- d loans to
the full extent of the assets of the Rural Electrification

and Telephone Revolving Fund, subject only to limitations as
to ;imounts authorized for loans and advances aa may be from
time to time imposed by the Congress of the United States........

"Loans made under this section shall be insured by the Adminis-
trator when purchased by a lender. As used in this Act, .in
insured loan is one which is made, held and serviced by the
Administrator, and sold and insured by the Administrator here-
under. Such loans shall be 3old and insured by the Administra-
tor without undue delay."

"Insured loans shall bear interest at either 2 per centum
per annum (hereinafter called the "special rate"), or 5 per
centum per annum (hereinafter called the "standard rate").
Loans bearing the special rate shall be available only for an
electric borrower which had at the end of the most
recent calendar year ending at least nix months before approval
of the loan, an average consumer density of two or fewer per
mile or an average adjusted plant revenue ratio of over 9.0,
such ratio being a simple average of the x*atios obtained by
dividing the sum of its distribution plant arid general plant
by its annual gross revenue less cost of power for chat
calendar year and the two immediately preceding calendar
years. As used in this subsection the sua of distribution
plant and general plant shall be the total of the amounts
shown in accounts numbered 3"0 through .and including 399 of
the uniform system of accounts approved, as of the effective
date of this amendment, by the Administrator, for use by
Rural Electrification Administration borrowers; grcsa revenue
shall be the amount shown in account numbered 1|00 of said
system of accounts; and the coot of jrwer shall bo the total,
of amounts shown in accounts numbered 500 through and
including 573 of said system of accounts as the same is
constituted: Provided, however. That the Administrator may,
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in his sole discretion, malce a loan to a borrower at the
special rate if he finds that the borrower:

"(A) has experienced extenuating circumstances or extreme
hardship; or

"(B) cannot, in accordance with generally accepted manage-
ment and accounting principles, produce net income or margins
before interest at least equal to 150 per centum of its

total interest requirements on all outstanding and proposed
loans with an interest rate greater than 2 yer centum per
annum on the entire current loan, and still meet the
objectives of the Act, or

"(C) cannot, in accordance with generally accepted manage-
ment and accounting principles and without an excessive
increase in the rates charged by such borrowers to their
consumers or Bubsr“ibers, provide service consistent with
the objectives of the Act."

IV. Other Financing: Secti n 30? of the Act provides in part: "When
it appears to the Admiiastrator that the loan applicant is able
to obtain a loan for part of hiB credit needs from a responsible
cooperative or other credit source at reasonable rates and terras
consistent with the loan applicant's ability to pay ard the achieve-
ment of the Act's objectives, he may request the loan applicant to
apply for and accept such a loan concurrently with a loan insured
at the standard rate "

V. Definition of Rural Area: Section 13 of the Act provides in part:
"As used in this Act the term ‘'rural area' shall be deemed to mean
any area of the United States not included within the boundaries
of any city, village, or borough having a population in oxcess of
fifteen hundred inhabitants, and such term shall be deemed to
include both the farm and nonfarm population thereof "

VI. General REA Policies:

A. Borrowers are encouraged to use self-generated funds to mini-
mize their requirements for debt capital. Borrowers which con
borrow from other sources are encouraged to do so, and may be
required to obtain non-REA financing as a supplement to
financing available from REA. (See Sec+ion IV above and REA
Bulletin 20-i* on "Supplemental Financing.")

R In accordance with the objectives of the Act and the obliga-
tions undertaken in the loan contract, borrowers are obligated
to provide electric service on an area coverage basis to the
maximum practicable extent. (See REA Bulletin 112-3.)

(J. Loan applications from distribution borrowers for distribution
or transmission facilities generally should include the amount
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of new loan funds required during the next two years. The
proposed loan may be revised downward by REA when necessary
to allocate available loan funds to meet borrowers' priority
needs.

D. Loan applications from power supply borrowers for transmis-
sion facilities, where no generating unit is included, should
not exceed the amount of new loan funds required during the
next three years.

E. Loan applications from distribution or power supply borrowers
for generation facilities should include the amount of new
loan funds required for transmission facilities to deliver
the power from the generating units as needed to support the
feasibility of the loan.

F. In reviewing loan applications, the amount and management of
a borrower's general funds will be considered by REA on the
basis of the guidelines contained in REA Bulletin 1-7,
General Funds.

VII. Facilities and Other Items Which May be Financed; REA loan may
be approved for:

A. Distribution Facilities: The construction of new rural
distribution facilities or systems and the net cost of system
improvements to meet load growth requirements or improve the
quality of electric service. The net coat of system improve-
ments means the cost of construction plus the cost of removal
of any property retired, less the salvage value of any mate-
rials or equipment recovered in connection with the property
retirement. System improvements are defined as the changes
or additions in electric plant facilities to improve the
quality of electric service or increase the quantity of electric
power available to Act beneficiaries. Changes or additions
a3 used in the above definition include replacing units with
like units or larger units and rearranging or retiring conductor
when such changes are associated with and are t necessary part
of a system improvement.

B. Generation and Transmission Facilities:

1. The initial construction of generation facilities by
distribution or power supply borrowers, and of transmission
facilities by power supply borrowers, only under the
following conditions:

a. Wnhere no adequate and dependable Bource of power is
available to meetthe consumers' needs, or

b. Where the rates offered by existing power sources
would result in a higher coot of power to the consumer
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than the cost from facilities financed by REA, and
the amount of the power cost aavings that would
result from the REA-financed facilities bears a signi-

ficant relationship to the amount of the proposed REA
loan.

2. Supplemental loans, for theBe purposes, for the net cost
of system improvements as defined in A above, and for the
construction of transmission facilities by distribution
borrowers. Applications for such financing will be
considered and evaluated in terms of whether ‘the proposed
additional facilities constitute the most effective and
economical arrangement for meeting the increasing power
requirements of the consumers. (Also see REA Bulletin
20-6.)

Headquarters Facilities: The purchase, remodeling, oOr con—
struction and related coBts of headquarters facilities required
for the operation of the borrower's system. (Also see REA
Bulletin 86-3.)

Acquisitions: The purchase, rehabilitation and integration of
existing electric facilities where the acquisition of ouch
facilities is an incidental and necessary means of providing
service to persons in. rural areas who are not receivirg central
station service. (Also see REA Bulletin 27-1.)

General Plant Equipment: The purchase of office, transporta-
tion, communication, and working equipment, if requested by
the applicant and found necessary.

Interest: Payments of interest during the period preceding
the first scheduled principal payment or for a period not to
exceed five years, whichever iB the shorter, if requested by
the borrower and found necessary. (Also see REA Bulletin
20-9.)

Operations: Working capital required for the initial operation

of the borrower's system or for the protection of outstanding
REA loans.

Ordinary Replacements: The excess of the total cost of ordi-
nary replacements over the original cost of the production,
transmission, or distribution plant being replacedl if requested
by the applicant and found necessary. For this purpose
"ordinary replacements” means replacing units of plant with

like or similar units when made necessary by normal wear and
tear, damage beyond repair, or obsolescence of the facilities.
In order to qualify as an ordinary replacement, the replace-
ment must involve one or more complete "retirement units" as
identified in REA Bulletin 181-2.
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Reimbursement of General Funds; The reimbursement of general
funds, if the borrower establishes that the general plan or
program for the expansion of its system is known to REA, and
that it received prior REA approval for Buch expenditure in
accordance with REA Bulletin 103-2.

VIIl, Loan Terms and Conditions:

A.

Interest Payments: Interest payments will be required in
accordance with the terms of the note, bond, or other evidence
of debt as set forth in REA Bulletin 20-9.

Scheduled [Principal Payments: Principal payments are due in
accordance with the terms of the note, bond, or other evidence
of debt. Generally, as provided in REA Bulletin 20-9, prin—
cipal payments will begin three years from the date of the
note, but may begin at a later date if there is a demonstrated
need. Repayment of principal may be scheduled to begin earlier
if the borrower desires or if required by REA. Notes providing
funds for the acquisition of facilities already in revenue-
producing status generally will require that principal payments
begin within a year from the date of the note.

Advance Payments: Payments in advance of the scheduled tlup
date may be made as set forth in Bulletin 20-9. An interest
credit is allowed on the amount in the advance payment account
or accounts. This interest credit reduces interest charges.

Lj.en on Borrower®s System: A first lien on the borrower®s
total system normally will be required. It shall be in the
form of a mortgage by the borrower to the Government or a
deed of trust made by and between the borrower and a trustee,
satisfactory to the Administrator.

1. Where a borrower is unable by reason of pre-existing
encumbrances, or otherwise, to furnish a first mortgage
lien on its entire system the Administrator may, if he
determines such security to be reasonably adequate and
the form and nature thereof otherwise appropriate, accept
other forms of security.

2. To facilitate supplemental financing for Act purposes, the
Government®s first lien may be shared where the Adminis—
trator finds that this would be in the best interests of
the borrower and the Government.

Other TermB and Conditions; The loan oontract, and mortgage
or deed of trust, will include such terms and conditions as
are appropriately related to loan security.
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Application Procedures:

A.

C.

Prior to preparation of an application, except as specifiel
in paragraph B below, a distribution-type applicant should
notify the Area Operations Field Representative of its
intention to apply for a loan and secure from him the
necessary instruction and application forms:

1. A loan application should be based on an approved two-
year construction work plan consistent v/ith an acceptable
long-range engineering plan, or similar engineering
support of the need for the facilities and the amounts
to be included in the loan.

2. Generally, a board-approved current 10 year financial
forecast will be required in support of a loan application.
To be considered current, the financial forecast should
have been prepared within the past year and, since
preparation, no wholesale power or retail rate changes
or unanticipated downward trends in margins or debt
service ratio have occurred.

3. Additional supporting data usually required will include
among other items: board resolutions setting forth the
borrower®s area coverage and line extension policies,
and for cooperatives, the borrower®"s plan for revolving
capital credits; copies of current retail rate schedules;
and information summarizing the physical condition of
the system and consumer hours outage data.

REA Bulletin 111-3, Power Supply Surveys, should be reviewed
by all applicants seeking funds for generation and/or major
transmission facilities where the facilities to be constructed
would displace existing contractual arrangements with a
private power company. Applicants should notify the Area
Director of their intention to apply for a loan or loan
guarantee for this purpose. No application for this

purpose will be accepted for consideration by REA unless

(a) a Power Supply Survey has been completed, or (b) it is
determined by the Administrator that completion of the
survey requires full review of the application.

REA Operations and Engineering Field Representatives are
available to advise and assist applicants in the preparation
of loan applications. Applications should be reviewed by
the Operations Field Representatives prior to transmittal to
the Washington office.
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X. Availability of Information Pertaining to Loan Applications: EB

A. REA publishes at the end of each calendar quarter a list of
pending applications for loans containing the names of the
applicants, the amount of each application, and brief
descriptions of the proposed projects. In addition,
information on pending applications is given upon request. !

B. The Chairmen of the Appropriations Subcommittees on i
Agriculture, Rural Development and Related Agencies of the if
Senate and house of Representatives will be notified in
writing by REA at least thrity (30) days in advance of
approval of the following:

1. All lot.n guarantee commitments.

2 All insured loans in excess of $10 million for generation
and/or transmission facilities.

No such requests for an insured loan or loan guarantee will
be approved by REA unless uuch notification has been furnished.

XI. Notification of REA Loans: Tins Chairman of the House Appropriations
Subcommittee on Agriculture, Rural Development and Related Agencies
will be notified of the amount and purpose of each generation
and major transmission loan approved by REA.

XIl. Applications Closed Without Loan: |If REA determines an application
for a loan need not or cannot be processed for approval, or the
applicant withdraws or cancels the application, the application
shall be considered "closed without loan” and removed from
official records of pending applications. The loan applicant
and the Committees of Congress notified of tiie application will
be notified accordingly.

Administrator

Index:
DISTRIBUTION FACILITIES:

Loan Policies and Application Procedures
GENERATION FACILITIES:

I.Cn I Policies and Application Procedures
LOANS:

Policies and Application Procedures



UNITED STATES DEPARTMENT OF AGRICULTURE
Rural Electrification Administration

May 7, 1969
Supersedes 5/31/61

REA BULLETIN 20-6

SUBJECT: Loans for Generation and Transmission

I. Purpose: The purpose of this Bulletin is to set forth Rural
Electrification Administration loan policy concerning genera—
tion and transmission facilities.

I1. Policy:

A. The Rural Electrification Administration will make loans to
finance the initial construction of generation facilities
by distribution or ;power supply borrowers, and of trans—
mission facilities by power supply borrowers, only under
the following conditions:

1. Where no adequate and dependable source of power
is available to meat the consumers® needs, or

2. Where the rates offered by existing power sources
would result in a higher cost of power to the
consumers than the cost from facilities financed
by REA, and the amount of the power cost savings
that would result from the REA-financed facilities
bears a significant; relationship to the amount of
the proposed REA loan.

B. Applications for supplemental loans for these purposes, and
for the construction of transmission facilities by distri—
bution borrowers, will be considered and evaluated in terma
of whether the proposed additional facilities constitute the
most, effective and economical arrangement for meeting the
increasing power requirements of t"e consumers.

The policy stated In REA Bulletin 111-1, "*Whole8ale Contracts for
Purchase and Sale of Electric Energy,"” will be considered in

Index:
GENERATION FACILITIES: Loans for Generation, Transmission

LOANS: Generation and Transmission Facilities



File With REA

N  United States Rural Washington Bulletin 20-14:
[A Department Electrification D.C.
of Agriculture Administration 20250

April 13, 1983

SUBJECT: Supplemental Financing

TO: Mil Electric Borrowers

REA Bulletin 20-14, Supplemental Financing for Loans Considered Under
Section 4 of the Rural Electrification Act, 1is hereby amended by the addition
of the following paragraph E to parc Il, Policy:

E. Generally, REA shall require that supplemental loans bear
the same maturity and be amortized in the same manner as REA
loans made concurrently therewith. Except where REA shall
determine otherwise, borrowers may select loan maturities of
20, 25, 30 or 35 years and elect to repay the loans either
in periodic installments which provide for interest and
level amortization of principal over the term of the loan or
in periodic installments, including interest and principal
payments, which are substantially equal in amount to every
other such periodic installment. Supplemental loans shall
otherwise be on such terms and conditions as REA shall
approve. REA loan terms will generally offer 2-vear
deferment of principal payments.

The policy set forth above supersedes all previous policies and requirements
regarding deferments, loan maturity dates and amortization schedules including
but not limited to those set forth in REA Bulletin 20-2, Electric Loan
Policies and Application Procedures, paragraph VIIlI B, and applicable sections
of Bulletin 2U-9, Loan Payments and Statements.

Effective date: Loan applications received on or after Juno i, lam.



:Flle With REA

United States Rural B/ashington :Bulletin 20-14:
Department Electrification A2
of Agriculture Administration 20250

June 16, 1982

SUBJECT: Supplemental Financing Criteria, REA Bulletin 20-14

TO: All Electric Borrowers

REA Bulletin 20-14, Supplemental Financing for Loans Considered Under Section
4 of the Rural Electrification Act, is hereby amended by the addition of
Attachment C as follows:

ATTACHMENT C

FINANCING FOR ELECTRIC FACILITIES

I. REA Loans: Effective with applications received after January 26, 1982,
except where the Administrator shall determine there are extenuating
circumstances, priority will be given to applications for REA insured
loans for the following purposes:

A. Distribution facilities.

B. Subtransinission facilities - those between (1) the high side voltage
level of transformation to the aprlicable primary distribution voltage
and (2) the low side of the nex*- nigher voltage transformation.

Loan guarantees will be available to borrowers for bulk transmission and
generation facilities in accordance with REA Bulletin 20-22, Guarantee
of Loans for Bulk Power Supply Facilities.

Warehousing and equipment service-type facilities for distribution or
subtransmission related purposes will be consiJered for insured loans.
Except as otherwise determined by the Administrator, borrowers should use
general funds or loans from supplemental lenders for other types of
headquarters facilities, acquisitions and general plant equipment. REA
will consider accommodating the lien of its mortgage to facilitate
financing from other lenders for such purposes.

I1. Supplemental Loan Proportions:
A- Distribution Borrowers: Supplemental 1loan proportions for

distribution borrowers are specified in Attachment A (or »?visions
thereof) of this bulletin.



Power Supply Borrowers: When a power supply borrower requests an
insured REA 1loan, it will be required, unless otherwise determined by
the Administrator, to obtain a supplemental loan. The supplemental
loan proportion for a power supply system will be the arithmetic mean
of the supplemental loan proportions for which its distribution s,ystem
members would qualify.

Example - A power supply borrower with four members with supplemental
loan proportions as follows would have a supplemental 1loan proportion
0f.22.5%:

REA Supplemental
Proportion Proportion
Member A 70% W
Member B 70% 30%
Member C 80% i8%
Member D 90% %

90%/4 = 22.5%
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Rural Washington :Bullctin 20-14:
f Electrification D.C.
) of Agriculture Administration 20250

April 20, 1982

SUBJECT: Supplemental Financing Criteria, REA Bulletin 20-14

TO: All Electric Borrowers

REA Bulletin 20-14, Supplemental Financing For Loans Considered Under Section
4 of the Rural Electrification Act, 1is hereby amended to permit 90 percent/
10 percent RtA/suDpletneri al financing to former statutory 2 percent REA
borrowers affect J by the changes in the August 13, 1981, amendment to the

RE Act.

Attachment A, Supplemental Loan Criteria For Electric Distribution Borrowers,
is amended as follows:

11. Loan Proportions for Concurrent Loans:

A. The loan proportions for concurrent loans to borrowers, who are
eligiblefor supplemental financing as set forth abo e, with an
average consumer density (DENSITY) of two or fewer per mile or an
average adjusted plant revenue ratio (APRR) of ovet 9.0 as of
December 31, 1980, will be 90 percent from REA and 10 percent from
supplemental sources.

B. The loan proportions for concurrent loans to all other borrowers,
whoare eligible forsupplemental financing as set forth above, will
be based on the borrower®s plant revenue ratio (PRR) as follows:

REA Supplemental Lender
PRR Percentage Percentage
9.0 and above 90
8.01 to 9.0 80
8.00 and below 70

Ck i *C i/

%
Harold V. Hunter
Admin istrator



:File With REA :
:Bulletin 20-14:

UNITED STATES DEPARTMENT OF AGRICULTURE
Rural Electrification Administration

August 1, 197*3

SUBJECT: Supplemental Loan Criteria
REA Bulletin 20-14

T0 : AlIl Electric Borrowers

Attached is a revised sample board resolution for use in applying for a
concurrent loan which should be substituted for the present version in
Attachment B of REA Bulletin 20-14, Supplemental Financing Policies

The change will simplify the calculation of the amounts to be provided by
the supplemental lender including any required investments in the supple—
mental lender. The new method 1is described in the footnotes to the amour-Is
requested part of the resolution. The same instructions should be applied
to calculations on Section B of REA Form 74Cc, Cost Estimates and Loan
Budget for Electric Borrowers.

The change will be effective for all loan afaplications received after
August 31, 1978.

DAVID A. HAMID
Administrator

Attachments



UNITED STATES DEPARTMENT OF AGRICULTURE?
RURAL ELECTRIFICATION ADMINISTRATION
WASHINGTON. O.C. ZOISO

July 24, 1972

SUBJECT: Supplemental Loan Criteria
REA Bulletin 20-14, Attachment A

T0: All Electric Borrowers

REA Bulletin 20-14, Supplemental Financing for Loans Considered Under
Section 4 of the Rural Electrification Act., provides that the criteria
ofor eligibility and the proportion of supplemental financing that bor—
rowers are expected to obtain are subject to revision.

Recognizing REA borrowers®™ growing need for capital and the amount of
REa loan funds available to meet these needs, the National Rural
Utilities Cooperative Finance Corporation proposed a broadening of its
participation in loans made concurrently with REA to distribution sys—
tems. To fullj utilize these and other supplemental financing resource?
REa has revised Attachment A to Bulletin 20-14 to provide for increased
participation in supplemental financing by non-REA lenders.

The National Rural Utilities Cooperative Finance Corporation has adviBed
us that it will consider applications for concurrent loans on tlhe basis

of the attached criteria.

The revised loan proportions will become effective when the amount of
REA loans made after July 1, 1971, totals $545,000,000.

The TIER and DSC ratios establishing eligibility for supplemental finane

ing have not been changed. Borrowers which have received concurrent
loans /ire responsible for maintaining these minimum financial levels and
are expected to continue to obtain supplemental financing. v

These criteria will continue to be reviewed at. least semiannually, and
it is expected that they will be revised as necessary to meet changes 1in
program conditions.

Youi continued cooperation in this joint effort i3 appreciated.

Administrator

At tachment



UNITED STATES DEPARTMENT OF AGRICULTURE
Rural Electrification Administration

FEB -1 *7f

REA BULLETIN 20-14

SUBJECT: Supplemental Financing for Loans Considered Under Section 4

1.

11.

of the Rural Electrification Act

Purpose: To establish policy concerning “loans from sources other
than the Rural Electrification Administration and set forth the
conditions under which applicants for REA loans will be expected

to obtain a portion of their long-term loan requirements from such
other sources. Applicants should also refer to REA Bulletin 20-2,
"Electric Loan Policy for Section 4 Loans,"” which nets forth basic
REA policy, terms, conditions, and procedures concerning loans under
SecMon 4 of the Rural Electrification Ac”.

Policy:

A. In order to meet program needs more effectively and conserve
REA loan funda, it is the policy of REA that on an ability to
pay basis, as determined by the Administrator, applicants
obtain a portion of their required long-term loan funds from
a supplemental source, on terms and conditions approved by REA,
as a prerequisite for obtaining REA loan funds.

B. The initial criteria for determining which distribution-type
applicants will be required to obtain supplemental loan funds,
and the proportion of such supplemental fundB to the amount
of REA funds to be loaned, are given in Attachment A to this
bulletin, "Initial Supplemental Loan Criteria for Electric
Distribution Borrowers.” The criteria and the proportion of
supplemental financing required will Dbe revised from time to
time, taking into consideration factors such as .he availability
of pupplemental and REA loun funds, and the status of the rural
electrification program.

C. Lo-n applicants may request necessary REA approvals to obtain
1007. non-REA long-term loans. Each such request will be con—
sidered on an individual basio in keeping with procedures
outlined in Attachment B.

D. Due to the diversity in their circumstances, criteria for
supplemental financing for power supply borrowers will be
determined on an individual basis.
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il Arrangements Between REA end the Sourc« jf Supplemental Funda:

A. REA Approval 1le requiredto permit an REA borrower to

1V*

furnish security for financing from a supplemental source,
in accordance with existing mortgage provisions.

B. In the case of concurrent loans from REA and a supplemental
lender, and In the case of 1007. non-REA long-term loans,
security for the loans will normally be established by a
cuTunon mortgage. For such loans frcm a supplemental source,
REA will consider sharing its first lien proportionate! ? In
accordance with the printlpal amount of notea outstanding to
REA and to the supplemental lender, respectively (pari passu).
Such lian accommodation will ha granted by REA only on a cese-
by-case basis, after a determination In each case that such
accommodation will be In thfinterests of, and Involve a
compennating benefit to, th<Government.

Procedures: Loan procedures applicable particularly to supplemental
financing for distribution borrowers are given In Attachment B to
this bulletin, "REA Electric Distribution Borrowers®™ Supplemental
Financing Procedure.”"™ These procedures ate effective on applications
received after December 18, 1970. Except as modified by Attachment B
other REA loan procedures remain In force.

Administrator

attachmenta:
Attachment A, "Initial Supplemental Loan Criteria
for Electric pistribution Borrowers”

Attachment B, "REA Electric Distribution Borrowers"

Su

Indcx:

pplemental Financing Procedure™

LOANS

Co
Su

ncurrent
pplomenin 1

SUPPLEMENTAL FINANCING
Application for
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ATTACHMENT A

SUPPLEMENTAL LOAN CRITERIA FOR ELECTRIC
DISTRIBUTION BORROWERS

Borrower Eligibility for Supplemental Financing: Borrowers in
either of the following two categories will be expected, unless
there are exceptiona®. circumstances as determined by the Adminis—
trator, to obtain a portion of their long-term loan funds from a
supplemental financing source:

A. Borrowers which have not previously received a concurrent REA
and non-REA loan and which have a:

1. Time Interest Earned Ratio (TIER) (average of highest
two ratios in last three years) of 1.5 or more, and

2. Debt Service Coverage (DSC) (average of highest two of
last three years) of 1.25 or more.

B. Borrowers which have received one or more concurrent REA and
non-REA loans.

Loan Proportions for Concurrent Loans: The loan proportions for
concurrent loans will be based on the borrower®s Plant Revenue
Ratio (PRR). The following proportions become effective when the
REA electric loans made after July 1, 1971, total $545,000,000:

REA Supplemental Lender
PRR Percentage Percentage _
9.01 and Above 90 10
8.01 to 9.0 80 20

8.00 and Below 70 30
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ELECTRIC DISTRIBUTION BORROWERS®™ SUP1LKMENTAL
LOAN CRITERIA COMPUTATION SHEET

I. TIMES INTEREST EARNED RATIO (TIER)

TIER = (A) + (B)
Ib)

(A) PATRONAGE CAPITAL AND MARGINS - line A.22 onbothREA Form
7, Rev. 10-65 1/ and REA Form 7i Rev. 10.-ss and line A?,-,
on REA Form 7t Rev. 12-70 1/

(B) INTEREST EXPENSE - line A.14 less line A.15 onREAForm 7

2/ TIER (most recent year) (
(

TIER (preceding year) (

TIER (next preceding (
year) (

)
)
)
)
)
)

Average TIER (Average of Two Highest TIER"s) =

I1. PLANT REVENUE RATIO (PRR)

PRR = )
® - ©

(A) TOTAL UTILITY PLANT - line B.3 on REA Form 7

(® OPERATING RE7ENUE AND PATRONAGE CAPITAL -
line A.l1 on REA Form 7 1/

(0) COST OF POWER - Sum of lines (A.2, A.5,
and A.4) on REA Form 7i Rev. 12-70 -

2/ PRR = ( ) =
( )

1/ In those instances where borrowers receive contributions from consumers
for debt service, these amounts should be added.

2/ Unless otherwise specified by REA, the most recent year date will be
the calendar year data preceding the cutoff date of the loan application,
except when the cutoff date used is December 51 of a given year, in
which case that calendar year"s data would be used.
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ELECTRIC DISTRIBUTION BORROWERS
SUPPLEMENTAL LOAN CRITERIA COMPUTATION SHEET

I11. DEBT SERVICE COVERAGE (DSC)

bsC = (A) + (B) + (O)
Id)

(A) PATRONAGE CAPITAL AND MARGINS - line A.22 on both REA Form 7,
Rev. 10-65 1/ and REA Form 7, Rev. 10-69 1/ and line A.230n
REA Form 7, Rev. 12-70 1/

(B) INTEREST EXPENSE - line A.lk less line A.15 on REA Form 7

(C) DEPRECIATION AND AMORTIZATION EXPENSE - line A.12 on both
REA Form 7, Rev. 10-65 and REA Form 7, Rev. 10-69 and
line A.11 on RFA Form 7, Rev. 12-70

(D) REQUIRED PRINCIPAL AND INTEREST PAYMENTS - sum of four
Quarterly Statements of Interest and Principal Due, REA
Form 697, for each year in question, and the amount of
annual interest and principal due on long-term debt of
other lenders, if any.

2/ DSC (most recent year) ( )=
( )
DSC (preceding year) ( )=

( )
DSC (next preceding ( )=
year) < )

1/ In those instances where borrowers receive contributions from consumers
for debt service, the amount should be added.

2/ Unless otherwise specified by REA, the most recent year data will be the
calendar year data preceding the cutoff date of the loan application,
except when the cutoff date used is December 31 of a given year in
which case that calendar year's data would be used.
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ATTACHMENT B

REA ELECTRIC DISTRIBUTION BORROWERS1
SUPPLEMENTAL FINANCING PROCEDURES

Application of Supplemental Financing Criteria: Generally, through

the use of criteria set forth in Attachment A, a distribution borrower
will be able to determine its situation in advance of submitting a

loan application as to whether supplemental financing will be required.
REA field personnel will be available to advise borrowers regarding

the application of REA"s supplemental financing criteria.

Preparation of"Loan Application: In view of the requirements of the
outstanding security documents between the Government and REA borrowers,
all secured loans from, other sources to existing REA borrowers will be
subject to REA approval. All applications for such financing should be
reviewed initially with REA.

A.  Annually a borrower should review and update its long-range
financial forecast. Following this,, a determination should
be made regarding the need for external financing taking into
consideration available general funds and funds expected to be
realized from operations during the period under consideration.

B. When it appears that funds from outside sources will be required,
the borrower should consult with the REA field representative or
the area office regarding its anticipated needs.

c. During the preparation of its application, a borrower should
determine the source of any long-term supplemental financing
which will be needed.

Where such determinations have not been included in the loan
application, REA, after an initial review of the loan request,
and application of the supplemental financing criteria, will
notify the applicant of the need for such Information before
further examination of the loan application can be scheduled.

D. The board of directors in requesting a loan from REA, when
supplemental financingwill be needed,” should include 1in its
resolution the anticipated source of such financing and the
approximate amount of non-REA borrowing as determined by the
board. (See sample board resolution attached.)

E. To facilitate the simultaneous processing of loan applications
by REA and other lenders, the board of directors upon deter—
mining the source and approximate amount of supplemental
financing, will need to authorize REA to release appropriate
information regarding the application to such other lender.
(See sample board resolution attached.)
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Processing of Loan Application*t

A. Generally, ESA vill schedule Loan applications for processing
in accordance with the applicant®s relative priority of need
for financing. i

B. During the processing of the loan application, ESA vill, as *
appropriate, communicate vlth the designated source of supple—
mental financing.

C. Unusual conditions or significant changes frees the applicant®s
original request for financing, which are identified duxlng
the processing of a loan, vill be called to the applicant”s
attention before final approval of a loan.

Loan Approval and Announcement:

A. REA"a loan approval vill provide for the withholding of REA loan
funds until the Administrator has receivsd evidence that the
required supplemental loan is available to the applicant under *
terms and conditions satisfactory t;o the Administrator.

B. The public loan approval announcement by the Administrator vill
Include appropriate reference to any‘'supplemental financing.

C. Appropriate timely notification of SEA loan approvals vill alao
be giv*n to the source of supplemental financing.

Loan and Security Documents;

A. REA loan and security docvssentr and instructlona for their
execution vill be forwarded in accordance vIth existing pro—
cedures. The supplemental lender vill be expected to furnish
its loan documents to the borrower with instruction* for their
execution.

B. When properly executed and recorded, the documents for the
Government and the supplemental lender should be retum-sd to
REA and the supplemental lender in accordance with their
respective instructions.

Budgetary Control and Advance of Funds;

A. REA®"s existing budgetary control and advance of funds procedures
vill be generally applicable to concurrent loans. Borrowers
vill be notified individually st the time of the forwarding of
the loan documents for execution of any special conditions
applying to the requisitioning, expenditure, and accounting for
funda available as a reault of the aupplsmental financing.
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In the case of concurrent loans, advancts vill normally bs
rsqussted first from REA until 50 percent of the REA losn
has been advanced. Advances vill bs requestsd next from the
supplemental source. The final 50 percent of the REA loan
vill not be advanced until the entire supplemental loan has
been advanced.

VIlI. 1001 Long-Term Loans From Supplemental Financing Institutions:

A.

Attachment

Where a borrower desires to obtain 1001 long-term financing
for facilities from a source other then RrJL, the borrower
should prepare and eubmlt its application to the supplemental
financing institution in accordance with instructions supplied
by the institution.

The borrower will also be required, under the terms of its
existing mortgage to REA, to obtain REA approval of such loans.
In order to grant euch approval anti to provide for any accommo—
dation of the Government ¥ mortgegi which may be required by

the supplemental lender, REA iill iieed Information similar to
that developed in support of t loan application for REA funds.
The are.» office or field representative should be contacted
before a formal request for REA approval of 100% long-term
financing 1is submitted.

Sample Board Resolution Requesting Concurrent Financing
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Sample Board Resolution Requesting Concurrent Financing

WHEREAS, It has been determined on the basis of the current two-year
construction work plan_that financing is needed for electric facilities
as shown on REA Form 740c, Cost Estimates and Loan Budget for Electric

Borrowers, as follows:

New Financing Requested for Facilities $

REA Loan Requestev for Facilities ( %) $ a/
Total Supplemental Loan ( %) $ b/
Required Investment in Supplemental Lender (CTC"s) $ cj
Supplemental Loan Requested for Facilities $ d/

NOW, THEREFORE BE IT RESOLVED, That

(name and address of applicant)
make application to the Rural Electrification Administration for a loan

in the approximate amount of $ , to be used in accordance with

a/ Multiply New Financing Requested for Facilities by the approximate
percentage of plant financing to be obtained from REA as determined
by current PRR. Round to nearest thousand,

b/ Multiply New Financing Requested for Facilities by the appropriate
percentage of plant financing to be obtained from a supplemental
lender. When CFC is the supplemental lender divide the result by
0.95, round to nearest thousand, and

c/ Multiplythe Total Supplemental Loan by .05 to obtain the amount
of Capital Term Certificates (CTC"s) required, and

d/ Multiply the Total Supplemental Loan by 0.95 to obtain the amount
available for facilities.

Adjust: New Financing Requested for Facilities such that it equals

the sum of the REA Loan Requested for Facilities and the
Supplemental Loan Requested for Facilities (a/ +d/).

August 1, 1978
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REA Bulletin 20-2 to finance a portion of the above-mentioned facilities**

and that an application be made to
(name and address of supplemental source

for a loan in the approximate amount of $ , under terms

of funds)
and conditions satisfactory to the Administrator, to provide the balance of

financing needed in connection with the above-mentioned facilities.

BE IT FURTHER RESOLVED, That the REA note shall be in the full amount of the
REA loan and provide for the repayment of principal to begin years

from the date thereof.

I, Secretaryo T

do hereby tify that the above is a true and correct excerpt from
the minutes of ehe meeting of the board of directors of the

, held on the day o f , 19, at which

meeting a quorum was present.

Signature

(Submit two certified copies to REA, one to supplemental lender.)

**]f the source of supplemental financing is not known, substitute the
following: on condition that a loan in the approximate amount of
$ pe obtained from a supplemental source or sources, under
terms and conditions satisfactory to the Administrator, for the balance
of the financing needed in connection with the above-mentioned facilities.

August 1, 1978
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. Secretary of

do hereby certify that the above la a true and
correct excerpt from the minutes of the meeting
of the Board of Directors of the
held on the day of

which meeting a quorum was present.

Signature

(Submit two certified c~j.ies to REA)

*Lf the source of supplemental financing is not known, substitute the
following: on condition that a loan in the approximate amount ofS

with the same maturity as provided in the REA loan, be obtained from a
supplemental source or sources, under terms and conditions satisfactory

to the Administrator, for the balance of the financing needed in connection

with the above-described facilities. %

**|f the source of supplemental financing is not known, this portion should

be submitted later as a separate resolution.



8 44.83.325 Alaska Statutes Supplement 8 44.83.361

(7) "reconnaissance study” means a study conducted for the purpose
ofassessing the present and future electrical and thermal energy needs

of an area under AS 44.83.177,
8) "feasibility study”

A) means a ‘study ‘conducted for the purPose of establishing the

economic and environmental practicality o
power project under AS 44.83.181;

completing a proposed

(B) includes engineering and design work to meet the requirements
for submission ofa license apgllcatl_on_for a proposed new project to the

Federal Energy Regulatory

ommission,

(%) "small-scale power production facility” means a facility which,
esign, is to produce less than 25 megawatts of power. (8 "1 ch 278

b ,
S{A 19g76; am 88 21, 22, ch 156 SLA 1
1980; am & 10, 11 ch 133 SLA 1982)

Effect of amendments. — The 1982
amendment, effective June 25, 1982, sub-
slituted the present definition for "power
project” or "project" in paragraph (4) for

78: am §§ 26, 27 ch 83 SLA

the definition set out in the main pamphlet
and substituted “electrical and thermal
energy needs" for "power needs" in para-
graph (7).

Article 7. Susitna River Hydroelectric Project.

Sec. 44.83.325. Restrictions on contracting.

Editor's note. — Section 21, ch. 133,
SLA 1982, provides: "Notwithstanding the
provisions of AS 44.83.325, the Alaska
Power Authority may enter into contracts
under AS 44.83.300 — 4-1.83.360 for pre-
liminary work without the approval
required by AS 44.83.325. In this section,
‘preliminary work' means the preparation
of plans and studies and the preparation
nnd submission of license applications, as
well as other types of work, that must be

completed before actual construction of the
Susitna River hydroelectric project, de-
scribed in AS 44 83.300, may begin. This
section does not authorize the Alaska
Power authority to enter into contracts for
the actual construction of the Susitna
River hydroelectric project or for the prep-
aration of the 6iU? of the Susitna River
hydroelectric project without the ap». oval
required by AS 44.83.325.”

Article 8. Rural Electrification Revolving Loan Fund. 'l

Section

361. Rural electrification revolving loan
fund
363. Loan advisory committee

Sec. 44.83.361, Rural electrification revolving loan fund, La)

The rural electrification revolvin

loan fund is established in the

Alaska Power Authority. The fund consists of
(1) appropriations made to the fund; and
~(2) principal and interest payments on loans made under this sec-

tion

(h') The authorit may make loans from the rural electrification

revolving loan fund to e

ectric utilities certified by the Alaska Public

& 44.83.363
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Utilities Commission. A loan from the fund may be made onlY for the
purpose of extending new electric service into an area of the state that
an electric utility may serve under a certificate of public convenience
and necessity issued by the Alaska Public Utilities Commission. A loan
may be made from the fund to an electric utility if the uUhtV invests
the' money necessary to provide one pole, one span of line, one
transformer, and one Service drop for each consumer for whom immedi-
ate service would be provided b){ the extension of electric service. How-
ever, a loan may not be made from the fund unless _

(1) the loan is recommended by a loan advisory committee appointed
under AS 44.83.363; and _ o _ _

(2) the extension of electric service would provide immediate service
to at least three consumers. o .

(c) A loan from the rural electrification revolving loan fund shall
bhear| an annual rate of interest of two percent of the unpaid balance of
the loan.

(Vv Wien a loan is made by the authority under this section, the
electric utility receiving the loan o _

(1) shall, in addition” to the rates that it is authorized to c_har%e,
charge the consumers served by the electric service extended with the
loan proceeds an amount sufficient to paY the int erest costs of the loan;

2) shall pay to the authority annually an amount equal to

A) interest of two percent on the unpaid balance of the loan; and

(B) payments on the unpaid balance of the principal of the loan for
each new consumer served by the electric sendee during the preceding
¥ear for which the loan was made; payments on the unpaid balance of
he prmmﬁal ofthe loan shall be madé aLa rate equal to the difference
between the actual cost of making the service connection to the con-
sumers and the minimum investment per consumer required of the
utility before a loan is made under (b) of this section.

e) The authority shall N _
1t adoot regulations necessary to carry out the provisions of this
secton; I :

2) administer the rural electrification revolvméq loan fund; and

3) submit to the legislature within the f.rr* 10 a¥sofeach regular
legislative session a report of actions taken by the authority under this
section and an accounting of the rural electrification revolving loan
fund. (S L ch 118 SLA 1981)

. Sec. 44.83.363. 1-oan advisory committee. When an application
for a rural'electrificaumi loan is submitted to the authority under AS
44.83.361, the authority shall appomt a local advisory committee from
persons residing in the area that the applicant utility is certified to
serve. The loan advisory committee shall consider the loan application,
and shall recommend whether the loan application is to be approved or
disapproved. A favorable recommendation from the loan advisory com-
mittee shall be based on a determination that development in the area

507
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of the proposed extension of e iciric service is likely to provide for full
repayment of the loan und jed\S 44._83.361(d? within 10 years. In
making that determinati Ccommittee shall consider

1 Permanence of the V-mlses to be served by the extension;

2) land use patterns h” the area; _

3) access for the line chat would be installed with loan proceeds;

4) availability of olner utility service in the area; and =~

5) the economic feasibility of the extension of electric service with
the proceeds of the loan. (8 1ch 118 SLA 1981)

Article 9. Energy Program for Alaska.

Section Section

380. ProgTum established 392. Lapse of excess appropriations
382. Power development fund established 394. Revenue requirements

384. Use of fund balance 396. Operation of power project

366. Investment of fund 398. Sale of power from power project
388. Allotment to projects 400 Energy conservation

390. Reappropriation of fund balance 425. Definitions

Sec. 44.83.380. Program established, ﬁa) The energy program for
Alaska is established, The program shall he administered by the
Alaska Power Authority. _ _

Qb) The energy program for Alaska is a program by which the
au

priated Dy the legislature to the power development fund established
In AS 44'83.382. A power project may be acquired or constructed as
Parl of the eneag% program for Alaska only if the project is submitted
0 and agprove thy legislature in accordance with procedures set
out in AS 44.83.177 — 44.33.187.

(c) "'he provisions of AS 36.10.010 — 36.10.125 agply to gower
rtyects constructed by the authority under AS 44.83.380 — 44.83.425.
FA 44.53.400; f 1 ch 118 SLA 1981)

Hcvldor’i. notes. — A reference to AS Editor's notcx. A$ enacted ibis sec-

44.83.400— 44.83.510 was changed to AS  tion was designated AS 44.83. HE and was
44.83.380 — 44.83.425 by the revisor of renumbered by the revisor m statutes
sUitutes pursuant to AS 0105 031 to con- under AS 01,05.031

form to the renumbering of this iirticlc.

Set.. 44.83.382. Power devel_oRme_nt fund established, (a) A
?ower development fund is established in the Alaska PowerAuthorltg
0 carrg out the purposes of the energy program for Alaska (A
44.83.380 — 44.83.425).

b) The fund includes _

1) money appropriated to it by the legislature; and _

2) revenues collected from the sale of power that arc not required
g{/kavxigtgli;e deposited into the generul fund. (AS 44.83.410; § 1ch 118

508

horitty) may acquire or construct power projects with money a_pﬁro-

§ 44.83.384

Revisor's notes.
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Administering
Agency

Loan Purpose

Interest Rate

Maximum Term
of Loan

NOT I?:
Inception in
favorable to
hearings would be held

Rural
Revolving Loan Fund

EXISTING STATUTE SB 32

« Alaska Power Authority (APA) APA

Extending new electric same as existing
service into an area statut &
of the state

21 21

10 years 30 years

The? Rural Electrification Revolving Loan Fund lias had little

1981.
the util

The regulations adopted by the AI’'A regarding
itics. At its recent Board meeting, it
for suggestions on how the program could be

suea

wa.s decided
improved

o Al -DSi L

Electrification

Revolving Loan Fund

SB 1A0

Department of Commerce

- finance capital plant, or
facility

- improve and expand services

- meet short-term or interim capital need

while utility is processing a long-term

improvement,

loan

51
To match terms of federal
Rural Electrification
Administration loans.

35 years

SB Al .

initial appropriation of $20,000,000 to

the loan fund Repayment of principal

and interest to the loan fund.

use by utilities since Its

term and security are not

that a series of public
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REQUEST

S
Ik /

Bill/Resolution No:

Title:

Revolving Loan Fund
: Fahrenkamp
Requestor:

Sponsor

EXPENDITURES/REVENUES:

1
1

| 100
| 200
| 300
| 400
| 500
| 600
| 700
1

1

1

1
FUNDING

MAK 11 71980

Est. Electric

SB 140

FISCAL NUIK

Cooperative

BRU,

Senate Resources

OPERATING
PERSONAL SERVICES
TRAVEL

CONTRACTUAL
COMMODITIES
EQUIPMENT

LANDS & STRUCTURES
GRANTS, CLAIMS,

TOTAL OPERATING

CAPITAL

REVENUE

(Thousands of Dol

| GENERAL FUND
J FEDERAL FUNDS
J OTHER (Specify Source)

POSITIONS:

| FULL
PART

-TIME
-TIME

I
i TEMPORARY

1v.

Prepared Bv:
Division:

ANALYSIS:

SOURCE OF FUNDS TO OFFSET FISCAL

ETC.

Committee

(Thousands of Dollars)

1 FY 83 1 FY 84 1 FY 85
s L
I ~- 1
J - 1
| - - 1
| - 1
] - 1 - 1
J - ] - 1
| - ! 1
1 1 1
1 -0- | -0- | -0-
1 - 1 - 1
| - | 1
lars)
| -0- | -0- |

IMPACT OF BILL:

Attach a separate page for.any Analysis.
>/ N\ J
Cathv A. Poe \ o
Treasury
Approved by Commissioner: \V= T B
Revenue \J

Department:

Distribution:

Original

to
to
to
to

Copy
Copy
Copy
Copy

to Legislative Finance

Office of Management and Budget (for Legislature

Department (for Governor

Sponsor
Requestor

introduced bills)

(if different from Sponsor)

ttevision

FISCAL DETAIL

Agency Affected:
Program Category Affected:
Collection & Management

uale . ioj

Department of Rtvenue

Revenue

Program of*Subprogram(s) Affected:
Treasury Management

1 FY 86 1 FY 87 « 1 FY 88

I 1 1

1 1 1

1 - 1 1 -

1 1 1

1 ~ 1 1

1 1 1 -

1 1 1

1 1 1

1 1 1

| -0- | -0- | -0-

1 1 1

| 1 1

-0- ] -0- | -0-

| - -]
| - | - I -
Phone: 465-2350
Date: 3/25/83
Date: 3{2£"\&3

introduced bills)



ANALYSIS:

The highest rate of return Department of Revenue would earn on loans in this
program would be 4 1/2% due to the terms of the bill. AS'37.10.070(A)
presently requires competitive market rates of return be earned on the State's
surplus iunds. Because present rates of return range from 8-11%, the
Department of Revenue would lose the difference in earnings.

This method of funding loan programs without appropriations results in a loss
of legislative and executive control.

Purchase of these loans would reduce the liquidity of the general fund because
these loans are not readily marketable. With there being significant risk of
declines in oil prices and State revenues, this is inadvisable.
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