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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
mission Act. AS 42.05.010 —  42.05.721,

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, §5 10-13, 
18-23.

29 C.J.S., Electricity. St§ 6-10(2); 94 
C.J.S., Waters, Si 319*7).

Sec. 18.57.010. F ind ing  and purpose . The legislature finds that 
an acute shortage o f adequate, safe, reliable electrical facilities exists 
in the rura l 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 required for boroughs 
under art. X, § 3, o f 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 o f the residents 
of the state and to the sound growth o f rura l communities. The legisla­
ture further finds that a reasonable means o f 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 o f the legislature to provide a means whereby 
public corporations to serve as regional electrical authorities may be 
formed. (§ 1 ch 142 SLA 1975; am § 2 ch 274 SLA 1976)

Sec. 18.57.020. C rea t ion  o f  authorities , (a) An association autho­
rized by AS 18.55.996(a) to form a regional housing authority is given 
the authority to form a regional electrical authority. There is created 
with respect to each of the associations named in AS 18.55.996(a) a
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public body corporate and politic as a political subdivision of the state 
to function in the operating areas o f the individual associations. Each 
authority may exercise all powers conferred by this chapter.

(b) A regional electrical authority may not transact business or exer­
cise powers gTanted to it until the governing body o f the association 
has, by resolution, declared there is a need for the authori y to function, 
given it the authority to function and appointed persons to serve as the 
board of commissioners o f the authority. The number o f members o f the 
board o f commissioners, their terms of office and the fil ling of vacancies 
in office shall be determined by resolution of the governing body o f the 
association.

(c) The regional electrical authority has jurisdiction to operate in all 
or part o f the operating area o f the individual association as deter­
mined by resolution o f the governing 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 o f a certif­
icated rural electrical cooperative or w.-hin the corporate limits of a 
municipality only with consent, by resolution, o f the governing body of 
the municipality or cooperative; however, i f  an authority is operating 
within an area which becomes part o f a municipality or has a certificate 
o f convenience and necessity from the Alaska Public U ti l ity  Commis­
sion to operate in an area which becomes part o f a municipality, no 
consent is necessary.

(d) A municipality, electrical cooperative or other provider o f electri­
cal service may transfer all or part o f its electrical system including, 
without limitation, lands and rights in land, equipment and certif­
icates or franchises, to a regional electrical authority by resolution of 
the governing board upon terms agreed upon with the authority; how­
ever, approval by resolution, o f the board o f commissioners o f the 
authority shall be obtained. Unless otherwise nrovidod by law no other 
approvals to transfers are required. (§ 1 ch 1 12 SLA 1975)

See. 18.57.030. T ax  exemption , (a) A regional electrical authority 
is exempt from payment o f taxes or assessments on property owned by 
the authority which is used for generation and t ransportation o f 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 o f the state and for 
an essential public and governmental purpose, and the obligations, and 
the interest and income on and from the obligations, and a ll 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 o f 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. Pow e rs  o f  the au tho r ity . A regional electrical 
authority has the general power to

(1) adopt, a lter 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 money, make and issue bonds, notes and other evidences 
of indebtedness o f the authority for any of its corporate purposes and 
to secure payment of its bonds and of other obligations by pledge o f or 
lien on all or any o f its assets, contracts, revenue and income;

(6) make and issue bonds for the purpose of funding, refunding, 
purchasing, paying or discharging any o f the outstanding bonds or 
obligations issued or assumed by it or bonds or obligations the principal 
or interest o f 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 o f its powers and functions, 
including contracts with any person, firm, corporation, government 
agency or other entity;

(8) receive, administer and comply with the conditions and require­
ments o f an 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 o f property o f 
any kind, real, personal or mixed or any interest in it;

\11) acquire, produce, develop, 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 c lv rges for the use of the facilities o f the authority or for the 
service, electric energy or other commodities sold, rendered, or 
furnished by it;

(13) 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 o f eminent domain in accordance with AS 
09.55.250 —  09.55.400;

(16) do a ll acts and things necessary, convenient or desirable to 
carry out the powers granted or implied in this chapter;



(17) adopt, amend and repeal regulations necessary for the exercise 
and performance o f 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. B onds  and notes, (a) The authority, by board res­
olution, may issue bonds and bond anticipation notes in order to pro­
vide funds to carry out and effectuate its purposes.

(b) The principal and interest on these bonds or notes is payable from 
authority funds. Bond anticipation notes may be payable from the 
proceeds of the sale o f bonds or from the proceeds o f sale o f other bond 
anticipation notes or, i f  bond or bond anticipation note proceeds are not 
available, such notes may be paid from other funds or assets o f th. 
authority. Bonds or notes may be additionally secured by a pledge o f 
a grant or contribut ion from the federal or state government, a corpora­
tion. association, institution or person, or a pledge o f money, income, 
or revenues o f the authority from any source.

(c) Bonds or bond anticipation notes may be issued as provided by 
board resolution, in one or more series and shall (1) be 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 registered; 
(4.) carry the conversion or registration provisions; (5) have rank or 
priority: (G> be executed in a certain manner and form; (7) be payable 
from 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 o f 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 
anticipation 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) I f  an officer whose actual or facsimile signature appears ,»n any 
bonds or notes or coupons attached to them ceases to he an ofneer before 
t he delivery of the bond, not e or coupon, his signature is valid as i f  he 
had remained in office until delivery.

(f) In a resolution o f the authority authorizing or relating to the 
issuance o f bonds or bond anticipation notes, the authority may, with 
holders o f the bonds or bond anticipation notes,

(1) pledge to any payment or purpose all or any part o f revenues to 
which it is or will he entitled to and sim ilar ly pledge the money derived 
from the revenues, and the proceeds o f any bonds or notes;

(2) covenant against pledging all or any part o f 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 c f any and all payments 

o f principal or interest received by the auu o i i ty  on mortgage loans, 
construction loans or other investments held by the authority;

(4) covenant as to establishment of reserves or si: k>ng funds and the 
making of provision for and the regulation and di-position of the 
reserves or sinking funds;

(5) covenant with respect Ip or against limitations or. a right to sell 
or otherwise dispose of property o f '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 
o f the proceeds o f the bonds and notes;

(7) covenant as to the issuance o f additional bonds or notes, or as to 
limitations on the issuance o f additional bonds or notes and the 
incurring of the other debts;

(8) covenant as to the payment o f the principal o f or interest on the 
bonds or notes, as to the sources and methods of the payment, as to the 
rank or priority o f the bonds or notes with respect to a lien or security, 
or as to the acceleration o f 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 o f bonds 
or notes or interest on the bonds or no te r

( l i t  covenant as to the redemption o f bonds or notes and privileges 
of the r  exchange 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 o f 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, i f  any, by which the terms o f any 
contract or covenant with or for the benefit of the holders o f bonds or 
notes may be amended or abrogated, the amount o f 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 o f 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;

(16) provide for the rights and liabilities, powers 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 
a ll o f the bonds, notes or other obligations of the authority become or 
may bo declared due and payable before maturity and the terms and 
conditions upon which such a dec aration and its consequences may be 
waived;
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(17) vest in a trustee or trustees inside or outside the state property, 
rights, powers and duties in trust as the authority may determine, 
which may include any or a ll c f the rights, powers and duties of a 
trustee appointed by the holders of bonds or notes, and to l im it or 
abrogate the right o f the holders of bonds or notes o f the authority to 
appoint a trustee under this chapter or limit the rights, powers and 
duties o f the trustee;

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

(19) agree with a corporate trustee which may be a trust company 
or bank having the powers o f a trust company inside or outside the 
state as to the pledging or assigning o f revenues or funds to which or 
in which the authority has any rights or interest; and further provide 
for other rights and remedies exercisable by the trustee as may be 
proper for the protection of the holders o f any bonds or notes o f the 
authority and not otherwise in violation o f law and may provide for the 
restriction of the rights o f an individual holder of bonds or notes o f the 
authority;

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

(21) lim it the rights o f the holders o f  bonds or notes to enforce a 
pledge or covenant securing bonds or notes;

(22) make covenants other than expressly .-uthorized in this section, 
o f 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. V a lid i ty  o f  pledge. The pledge o f assets or > eve- 
nues o f the authority to the payment o f the principal or interest of 
obligations o f the authority is valid and binding from the time the 
pledge is made and assets or revenues pledged are immediately subject 
to the lien o f the pledge without physical delivery or further action. The 
lien of a pledge is valid and binding against all parties having claims 
o f any kind in tort, contract or otherwise against the authority, irre­
spective o f whethe r those parties have notice of the lien of the pledge. 
Nothing prohibits the authority from selling assets subject to a pledge, 
except that a sale may be restricted by the trust agreement or resolu­
tion providing for the issuance of the obligations. (S 1 ch 1-52SLA 1975)

Sec. 18.57.070. Remedies . A holder o f obligations or coupons 
attached to them issued under the provisions of this chapter, and a 
trustee under a trust agreement or resolution authorizing the issuance 
o f the obligations, i f  not restricted by the trust agreement or resolution, 
either at law or in equity, may enforce all rights granted under the
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coupons or under the trust agreement or resolution, or under any other 
contract executed by the authority under this chapter, and may enforce 
and compel the performance o f all duties required by this chapter or by 
the trust agreement or resolution to be performed by the authority or 
by an officer o f it. (§ 1 ch 142 SLA 1975)

Sec. 18.57.080. Negotiab le  in struments . 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. Ob ligations e lig ib le  fo r  investment. Obligations 
issued under the provisions o f this chapter are securities in which all 
public officers and public bodies o f the state and its political subdi­
visions, a ll insurance companies, trust companies, banking associa­
tions, investment companies, executors, administrators, trustees and 
other fiduciaries may properly and legally invest funds, including cap­
ital in their control cr belonging to them. These obligations may be 
deposited with the state or municipal officer o f an agency or political 
subdivision c.’ t lr i state for any purpose for which the deposit of bonds, 
notes or obligations of the state is authorized by law. (§ 1 ch 142 SLA 
1975)

Sec. 18.57.100. Re fund ing  ob liga t ions , (a) The authority may 
provide for the issuance o f refund ng obligations for the purpose of 
refunding obligations then outstanding which have been issued under 
the provisions of this chapter, including the payment o f redemption 
premium on them and interest accrued or to accrue to the date of 
redemption o f the obligations. The issuance of the obligations, the 
maturities and other details o f them, the rights of the holders of them, 
and the rights, duties and obligations o f the authority in respect of 
them are governed by the provisions o f this chapter which relate to the 
issuance o f appropriate obligations.

(b) Refunding obligations may be sold or exchanged for outstanding 
obligations issued under this chapter. I f  sold, the proceeds may be 
applied, in addition to other authorized purposes, to the purchase, 
redemption or payment o f the outstanding obligations. Pending the 
application o f the proceeds o f any such refunding'obligations, with any 
other available funds, to the payment o f the principal (accrued interest 
and any redemption premium on the obligations being refunded, and 
i f so provided or permitted in the resolution authorizing the issuance 
o f the refunding obligations or in the trust agreement securing them, 
to the payment of any interest on the refunding obligations and any 
expenses in connection with the refunding), the proceeds may be 
invested in direct obligations of, or obligations the principal of and the 
interest on which are unconditionally guaranteed by, the United States 
of America which mature or which will be subject 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 SLA 1975)

Sec. 18.57.110. C red it o f  state not pledged. Obligations issued 
under the provisions of this chapter do not constitute a debt, liability 
or obligation o f the state or o f any other political subdivision of the 
state or a pledge of the faith and credit of the state or a political 
subdivision o f the state but are payable solely from the revenues or 
assets o f the authority. 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 
it and that neither the faith and credit nor the taxing power o f the state 
or o f a political subdivision o f the state is pledged to the payment of the 
principal o f or interest on the obligation. (§ 1 ch 142 SLA 1975)

Chapter 60. Safety.
•1 Health Hazards (§§ 15.60.010 -  16 60.105) 
.10.110 —  18.60.175)
,60.395)
Equipment (§§ 18.60.400 —  18.60.460)

Article
1. Prevention of Acrid*
2. Search and Rescue (i
3. Boilers (§§ 18.60.180
4. Refrigerators and Simil.
5. Radiation Protection (§§ 18.60.475 —  18.60.545)
6. Electrical Safety (§§ 18.60.580 —  18.60.660)
7. High Voltage Lines (§§ 18.60.670 —  18.60.695)
8. Plumbing Code (§§ 18.60.705 —  18.60.740)
9. Safety Glazing (§§ 18.60.750 —  18.60.780)

10. Elevators (§& 18.60.800 —  18.60.620)
11. Snow Safetv (§ 18.60.822)

A rtic le  1. P re ven t ion  o f  Accident and Hea lth  H aza rd s .
Section
10. Legislative intent 
20. Regulations
30. Duties of Department of Lubor 
40. Report to legislature 
50. [Repealed)
55. Division of occupational safety and 

health
57. Occupational Safety and Health

Review Board
58. Reporting of injuries and illnesses
59. Legal counsel
60. Cooperation by other state agencies 
70. Control of funds
75, Safe employment 
77. Variance of a standard
80, Contributions
81. Temporary variance
83. Right of entry nnd inspection 
85. Prohibition of unauthorized notice of 

inspection

Section

87. Employer and employee participa­
tion

88. Employee requests for special
inspection

89. Prohibition against retribution
90. [Repealed]
91. Citations
93. Enforcement procedures
95. Penalties
96. Imminent dangers
97. Judicial review
98. Employee compensation

appearances
99. Confidentiality of trade sc*cr Is 

100. NonHbrogalion of powers of Depart'
ment of Health and Social Services 

105. Definitions

for
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Article 10. General Provisions.
Section
701. Definitions

Section 

721. Short litk
711. Exemptions

^ Sec. 42.05.701. Definitions. In this chapter
(1) “ commission”  means the Alaska Public Utilities Commission;
(2) "public utility”  or "utility”  includes every corporation (whether 

public, cooperative, or otherwise), company, individual, or association of 
individuals, their lessees, trustees, or receivers appointed by a court, 
that owns, operates, manages or controls any plant, pipeline or system

(A) furnishing,' by generation, 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;

(D) furnishing by transmission or distribution o f 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 o f garbage, refuse, tr ish 
or other waste material.

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

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

(5) "public" or "general public" means
(A) any group o f 10 or more customers that purchase the service or 

commodity furnished by a public utility as defined in <2i of this section; 
and

(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 (A) of this 
paragraph or which are used to produce the service or commodity sold 
to the public bv the utility.

(G) "affiliated interest" includes:
(A) a person owning or holding directly or indirectly five per cent or 

more o f the voting securities o f a public utility engaged in intrastate 
business in this state;

for
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SB 32, SB 140 , SB 141

Don H o s t a k , Department o f  Commerce. & Economic Developm ent,  
s a i d  th e  d e p a rtm e n t  opposes SB 140, because they d o n ' t  know 
where t h e  $ 2 0 - m i l l i o n  needed t o  fund th e  b i l l  w i l l  come from 
i n  l i g h t  o f  d e c l i n i n g  re v e n u e s .  They would a l s o  p r e f e r  an 
i n t e r e s t  r a t e  t i e d  t o  th e  m u n i c i p a l  bond r a t e  or  some o t h e r  
m a r k e t ,  r a t h e r  th a n  s e t t i n g  i t  a t  5% by s t a t u t e .  The comm it­
t e e  e x p re s s e d  concern t h a t  t h e  de partm ent had n o t  p re p a re d  a 
more i n - d e p t h  a n a l y s i s  o f  t h e  l e g i s l a t i o n .



1

Ed E boch, D i r e c t o r ,  D i v i s i o n  o f  Energy and. Power Developm ent,  
opposed SB 32 because A la s k a  Power A u t h o r i t y  can now de v e lop  
r e g u l a t i o n s  t o  a c c o m p l is h  what th e  b i l l  w ould  do, so t h e y  f e e l  
i t  i s  u n n e c e s s a r y .

R e g a rd in g  SB 140 and SB 141, Eboch s a i d  the  departm ent had 
d i s c u s s e d  t h e  p o s s i b i l i t y  o f  w hether  u t i l i t i e s  would  q u a l i f y  
f o r  o t h e r  f u n d i n g ,  such as AIDA, b u t  had n o t  c o n s id e re d  t h i s  
i n  d e p t h .  Eboch s a i d  t h e y  had n o t  d is c u s s e d  the b i l l  w i t h  th e  
a d m i n i s t r a t i o n  f o r  t h e  purpose o f  t a k i n g  a p o s i t i o n  on the 
b i l l s .  S e n a t o r  Fahrenkamp asked t h a t  t h i s  be g iv e n  more 
p r i o r i t y .  Eboch s a i d  t h e  departm ent i s  a l s o  concerned about 
th e  im p a c t  on f e d e r a l  funds a v a i l a b l e  and t h e  p o s s i b l e  e f f e c t  
on o t h e r  programs. Se n ato r  Fahrenkamp asked t h a t  sewer and 
w a te r  proble m s be lo o k e d  a t  when u t i l i t y  i s s u e s  were b e in g  
c o n s i d e r e d .

Dave H u t c h e n s , A la s k a  R u ra l  E l e c t r i c a l  C o o p e r a t iv e  A s s o c i a t i o n  
(ARECA), s a i d  t h e r e  a re  two f i n a n c i n g  programs a v a i l a b l e  t o  

REAA c o o p e r a t i v e s :  1) in s u r e d  loa n  program, i n  w hic h  each
c o o p e r a t i v e  q u a l i f i e s  f o r  a p e rc e n ta g e  o f  i t s  d i s t r i b u t i o n  
lo a n s  from t h e  f e d e r a l  R ural  E l e c t r i f i c a t i o n  A s s o c i a t i o n .  The 
p e rc e n ta g e  v a r i e s  depending on the  f i n a n c i a l  c o n d i t i o n  o f  the  
c o o p e r a t i v e .  2) g u a ra nte ed lo a n  program, i n  which REA 
g u a r a n t e e s  lo a n s  f o r  c o o p e r a t i v e s  i f  th e y  d e te r m in e  the  loa n  
i s  f e a s i b l e ;  t h e  c o o p e r a t i v e  the n  goes wherever i t  can t o  g e t  
t h e  f u n d s ,  b u t  g e n e r a l l y  o b t a i n s  the funds from t h e  F e d e ra l  
F i n a n c i n g  Bank, which r a i s e s  money on the bond m a rke t  t o  lo a n  
t o  c o o p e r a t i v e s .  Hutchens s a i d  t h a t  th e  c u r r e n t  f e d e r a l  
a d m i n i s t r a t i o n  i s  c u t t i n g  back both  lo a n  programs.
There was d i s c u s s i o n .  Hutchens suggested t h a t  the  i n t e r e s t  
r a t e  be t i e d  t o  t h a t  o f  th e  REA i n s u r e d  .Loans,

No a c t i o n  was ta k e n  on th ese  b i l l s  t h i s  d a t e .

SB 128

S e n a t o r  Fahrenkamp r e f e r r e d  t h e  committee t o  a memo dated 
3 / 2 8 / 8 3  from Senate Resources s t a f f  t o  the c o m m it t e e ,  recom­
mending a d d i t i o n a l  amendments t o  th e  Resources committee 
s u b s t i t u t e  f o r  SB 128. S e n a to r  V ic  F i s c h e r  o f f e r e d  amendments 
on page 2, l i n e s  1 6 -1 9 ,  and on page 9, l i n e s  8 -1 0 ,  t o  c l a r i f y  
the  i n t e n t  o f  t h e  l e g i s l a t i o n  t h a t  l a w f u l  h u n t i n g ,  t r a p p i n g ,  
f i s h i n g ,  and r e c r e a t i o n  i n  m arine  p a rk  u n i t s  i n  t h e  s t a t e ,  and 
r e a s o n a b le  access t o  th e s e  a r e a s ,  s h a l l  not be r e s t r i c t e d  by 
the  s t a t e .  These amendments were adopted w i t h o u t  o b j e c t i o n .  
B i l l  was r e p o r t e d  o u t  o f  comm ittee.

S e n a t o r  N ulc a h v  o f f e r e d  a committee s u b s t i t u t e  f o r  SB 136. He 
s a i d  t h e  b i l l  a d d re s se s  a problem i n  areas o f  the s t a t e  where

SB  136
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a u n i t  o f  f i s h i n g  gea r  can be broken i n t o  .more t h a n  one p i e c e ,  
and e x p l a i n e d  how t h e  b i l l  would c o r r e c t  t h e  p ro ble m . He 
r e q u e s t e d  a f u r t h e r  amendment t o  l i n e  20 o f  h i s  proposed 
c om m itte e  s u b s t i t u t e ,  adding th e  word " s h e l t e r " ,  which had 
been recommended by t h e  Department o f  P u b l i c  S a f e t y .  There 
b e in g  no o b j e c t i o n ,  t h e  amendment was a d o p te d .  S enator  
M ulcahy moved t h a t  t h e  committee s u b s t i t u t e  be r e p o r t e d  o u t  o f  
c om m itte e  w i t h  i n d i v i d u a l  recommendations.  There was no 
o b j e c t i o n .
The m e e t in g  was a d jo u r n e d  a t  3 :50  p.m.



TO: Senate Resourcss Committee Btiebevs

FilOl'*: Sennco Re-ionr.uaa Oomralrt'-e S t u f f

RE: March 2 3 til  d a n r in g

DATE: '.Inrc.ll 25. 1 9 J

On Monday. larch ? » i t  ,};00 pm i:; the b e l t s  noon,  r i 
f o ,1 lo w in g  b i l l s  o i l  L he ’.I'i i r J :

s n  3 2  AN A CT  U . . A T I N G  TO R U R A L  I - L E C T U I C 3  ( AT TON L O A M S .
S li ..12 e x t e n d s  c h :  r e p a y m e n t  p e r i o d  f o r  tur.  I o l e c  t r I f i c n  : i o n  

521 >:n u  f r o m  1 0  t o  3 U  yoarfi.

SU 1 4 0  AH ACT ESTAUIJ .S1!T.KG T in .  I . L K O T E I C  C O O P E iU T I V !  i . 1 7 0 1 , V I A  
LOAN F U N D .

SB 140 e s t a b l i s h e s  tin* E l e c t r i c  C >op i t l v u  R e v o l v l a g  Loan 
Fund w i t h i n  Che i>ej»a r t n e n j f Cor,me r c t  an J Economic Development,  
ami out h o r iz o n  the Department to make Inanu to e l e c t r i c ,  u t i 1 * t I* h 
to f i n a n c e  a c a p i t a l  improvement,  p l a n t ,  or f a c i l i t y ;  to 
imnrove and expand s e r v i c e s ;  o r  to meet s h o r t - t e r m  need a w h i l e  
a w a i t i n g  lor.g- t-.-rm f inane, inn.. I t  o u t l i n e *  I I m i t a t i o n s  on, 
ir ua 11 f l e n t  Lop f o r ,  and terms of Ioann o be cow p a t l b l e  w i th  
c u r r e n t  f e d e r a l  R u ra l  E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n  (REA) Ioann,

M \  1 4 1  A N  Ai-T M A K I N G  A  S V 1 C 1 M  A P P i l O F R A I T T . O M  T ' TUI- K L U C T I L R C  

C O O P E R A T I V E  K L V T L V I H C  L O A N  1'bND.

I; r. 14 I a p p r o  i'rit to 7 2 ) , 7 0 0 , 0 0 7  fvori t..i g e n e r a l  f u n d  t o  t h e  

a.lee c r 1. c a i k o c o c p c r a  t v e  r e v o l v i n g  l o a n  f u n d

Nopjtasfof utha n b o v e e b i l l s  a r a t t a c h e d ;  L-.ckground 
ln F o rtn a t lo a  w i l l  be l i a e r l b u t e d  an aoan  .is it: i *  r e c e i v e d .

.. 1 i$o a t t a c h e d  i s  n c o w y  o f  C S S l  1 2 i ,  U n>s .r.artne p a r k a  

b 1 1 1 , w h i c h  w a n  a d o p t e d  b y  t h e  C o m m i t  tec* o n  :.* f 0 } 2 . I t  * * 

lipped t h a t  d u a l  C o m i i L t e u  a c t i o n  .-.du.* * h e  t a k e n  ia m i s  b i l l  .



M a r c h  31, 1993

E r i e  Yon.If*
E x e c u t i v e  D i r e c t o r
A la s k a  Power A u t h o r i t y
334 V7est F i f t h  Avenue, 2nd F l o o r
Anchorage,  A la s k a  99501

Dear Mr. Y o u ! d :

I  have e n c lo s e d  c o n ie s  o f  tv;o b i l l s  t h a t  are  c u r r e n t l y  in  the 
Senator  Resources Committee. SB 140 w ould  e s t a b l i s h  an 
e l e c t r i c  c o o p e r a t i v e  r e v o lv in g  lo a n  fund w i t h i n  the Department 
o f  Commerce. Funds, t o  be loaned a t  i n t e r e s t  f o r  a 
maximum o f  35 ve.rre,  would be used t o  improve and expand 
s e r v i c e s ,  f i n a n c e  c a p i t a l  im provem e nts, and meet s h o r t  term or  
i n t e r i n  c a p i t a l  needs. SH 32 would amend th e  e v i c t i n g  r u r a l  
e l e c t r i f i c a t i o n  r e v o l v i n g  lo a n  fund hv e x t e n d i n g  fho repayment 
p e r io d  o f  lo a n s  from 10 t o  30 y e a r s .

The Resources Committee took t e s t i m o n y  March ?.fl on th ese 
b i l l s ,  and many q u e s t i o n s  were l o f t  unanswered. I  won.ld l i k e  
i n p u t  from '-our agency on the f o l l o v / i n g :

Whv has the e x i s t i n g  r u r a l  e l o c t r i f i c a -  
t i o n  loan fund no t  boon f a v o r a b l e  
accepted by th e  u t i l i t i e s V

What regul at or y and statu to ry  ch anges 
w o u l d  bo n ec e s s a r y  to ma ke  thi loan 
p r o g r a m  u s ab le  and p ro d u c t i v e ?

T u n d e r s t a n d  that the APA, at its recent 
b o a r d  meeti ng , voted  to hold public 
he a ri n gs  on the cur r en t  reg ul at ions 
g o v e r n i n g  the rural e lo c tr i fi c at io n  loan 
fund. Have these pub li c hear in g s boon 
sc hed ul ed ?



The p r o g r a m  p r o po s ed  in SB 140 has been 
'Structured to m a t c h  the t e rm s  of the 
federal REA p r o g r a m  w h i c h  is facing 
reductions. Has the A P A  c o ns i de re d  
o t h e r  a p p r o a c h e s  to m e e t i n g  the needs 
c u r r e n t l y  pr ov i de d  b y  the REA.?

Eric, I w o u l d  ap p re c i a t e  any o t he r co mm e n t s  o r  ideas you m ay  
b e  w i l l i n g  to o f f e r  on the a b o v e - m e n t i o n e d  b i l l s  and p r o c e­
dures for f i na n ci ng  ele ctrical ser vices t h r o u g h o u t  the state. 
Ple as e let m e  hea r from vo u  soon, as I w o u l d  like to schedule 
a second h e ar i ng  on these bills.

Sincere ly,

S e n a t o r  Bet ty e F a h r e n k a m p

S3
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Committee on l\esources

P O U C H  v  

S T A T E  C A P IT A L  

J U N E A U , A L A S K A  99811  
(907 ) 465-3834 

(9 0 7 ) 465-3B35

A r r i l  4 ,  1983

J i l l l a m  L; . D a v i < i ,  D i r e c t o r  
D i a t i i b u c i o n  Sya t e r . '  D i v i s i o n  
R u r a l  E l  cc  t  r  i  f  i c a  t  i o n  A d r a i n i f l t r a t i a n  
t . S .  D e p a r t m e n t  o f  A g r i c u l t u r e  
Va f i l l i n g t o n  , h . C .  2 J 2 r>0

l >«n .  H r .  b a v i n :

T iiavo . M i c l o a e d  11 ::oi>y o f  ,‘i ii 1 4 0 ,  w h i c h  w o u l d  e s t a b l i s h  

i n  e l e c t r i c  O o p r t e r n U l v c  R i s v l l v J n g  L o a n  fur.! w i t n l n  t h e  '’tel.: 

b e p a r  ttnunt o f  C o  cm* r e  . ’t h i s  p r o p o s e d  p r o j’.r m n  h i m  biien 

. s t r u c t u r e d  t o  ra a t c i  t h e  t e r w o  o j t h e  f e d e r a l  itu l m I  

’ .lee tr  if  l e n t  I o n  Ailn l n !  s t r  i f i o : t | r o "  r a m ,  w n  ie h 1 u n i  e r a  to id 

.lit f a c i ;i | rcdticlinii') >. t t h e  f e d e r a l  l e v e l .

W ou ld  y o u  p la a . s G  p r o v i d e  ini w i t h  i n f o r n i l l n t .  e» t to. 
c u r r e . i t  -i t a t  tin o f  i. .us It ’ A p r o  - r a m .  f u n  t i t  * .‘ due  t J o n s  t h a t  
u n v e  o c c u r r e d  a i: n r  r e p o s e d ,  and  a l s o  c .u r r  t: uc in  o emu 11 on 
an  t o  I n t t c e i i f .  m i . u ,  I ' - . r ig t l )  o f  t e r m ,  and >ooo o t  l o a n s .

I w o u l d  a  p p r o i i .' I s r i t i i *  I r o n  j  o n  a a w o o d  a u  p o u n  I 

n:i I do want: to  s c h e d u l e  i s e c ond  l i a n v  i i l&  o :d ’> 14>>.
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». STATE OF ALASKA, 
FISCAL NOTE Revision Date March . 1983

I. REQUEST
B ill/Resolution No.: 
T it le :  np r .t r ir . loan Fund
Sponsor: Fa h re n k a m p .  Ferguson. Eliason 
Requestor:_______________________________________________

I I .  FISCAL DETAIL
Agency Affected:Commerce ft Econ. Development
Program Category Affectea: Development___
BRU, Program of Subprogram^) Affected:

Loans ft Veterans1 A ffa irs

EXPENDITURES/REVENUES: (Thousands of Dollars)

"CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

I I I .  SOURCE 0C FUNDS TO OFFSET FISCAL IMPACT OF BILL:

OPERATING
FY 83 FY 84 FY 85 FY 86 FY 87 i FY 88

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

77.7
4.2
3.1
1.0

10.4
5.4

total Operating 101.8

GENERAL FUND ! 101.8 1 1
FEDERAL FUNDS 1
OTHER (Specify Source) 1 1 I

1 1 1 1

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

I
!

? 1
|
1
1

IV. ANALYSIS: Attach a separate page for â ny Analysis

Prepared By: D. A. H ostak^w ^T f i .
D iv is ion : Loans ft Veterans' A ffa irs

Approved by Commissioner: Richard A. I vnn 
Department:________ Commerce ft Economic Development

Phone: 465-2510
Date: 3/25/33

Date

D is tr ibu t ion :
Orig ina l to Leg is lat ive Finance
Copy to Office of Management and Budget (for Legislature introduced b i l l s )
Copy to Department (fo r Governor introduced b i l l s )
Copy to Sponsor
Copy to Requestor ( i f  d if fe ren t from Sponsor) 3/8/83



140 FISCAL NOTE ANALYSIS

Provides for a Loan Examiner I I I  posit ion and an Accounting Tech. I 
pos it ion . This is  based on the assumption that the d iv is ion  w i l l  
be processing approximately 35 to 40 loans per year and that the 
D iv is ion of Energy and Power w i l l  be handling the f e a s ib i l i t y  
studies. That f isca l impact is reflected in a separate f isca l note 
prepared by the D iv is ion of Energy and Pov/er.



13 REQUEST FOR
NEW POSITION

«rCK.rv COMMERCE & ECONOMIC DEVELOPMENTAGENCY  __________________________________________________________

p ro g ram  ECONOMIC DEVELOPMENT__________________

RP„ LOANS & VETERANS' AFFAIRS

COMPONENT__________________________________________________________________________

Page 1 of 2

Revised Date

H 1 E 1

01-1136 (7/021-13



AGENCY. DEPARTMENT OF COMMERCE & ECONOMIC DEVELOPMENT

p ro g ram  ECONOMIC DEVELOPMENT______________

BRU DIVISION OF LOANS & VETERANS1 AFFAI

COMPONENT________________________________________________________________________________

Sage 2 o f 2

Revised Date

I FY 84 j

01-11J6 (7/821-1* r



STATE OF ALASKA 
FISCAL NOTE Revision Date_________ , 1983

I .  REQUEST I I .  FISCAL DETAIL
B ill/Reso lution No.: SB 1 40_________________
T it le :  Establishing e le c t r ic :oop revolving
Sponsor: Fahrenkamp_________________________________
Requestor: Senate Resources________________

Agency Affected: Commerce and Econ. Dev. 
Program Category Affected: Develonnent 
BRU, Program of Subprogram^) Affected: 
Energy and Pov/er Development

EXPENDITURES/REVENJES: (Thousands of Doll ars)

OPERATING
FY 83 FY 84 FY 85 | FY 86 FY 87 FY 88

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

83.6 87.6 93.9 99.2 IOC.4 i n . 9
16.0 15.9 17.9 18.2 19.0 1 20.1

110.0 116.6 117.6 124.6 132.0 , 139.9
. C .3 .3 .3 .4 .4

1 .0 ' .4 -0- -0- -0- -0-

TOTAL OPERATING 211.1 , 221.8 229.7 242.3 256.8 r°. 3

CAPITAL (see SB 14V)

REVENUE

FUNDING: (Thousands of Do llars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER (Specify Source)

211.1 221 .8 229.7 242.3 256.8 272.3

POSITIONS:
FULL-TIME

.........  -

PART-TIME
TEMPORARY

I

I I I .  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL: 

Source of funds not iden t if ied  by sponsor.

IV. ANALYSIS: Attach a separate page fo r any .-.nalysis

Prepared By: Steve Baden _  ^  Phone: 561-420!
D iv is ion : Energy and Power Development . / j  Date: 3/18/83

Approved by Commissioner: Richard A. Lyon ' Date: 1 ^
Department: Commerce and Economic Development

D is tr ibu t ion :
Orig inal to Leg is lat ive  Finance
Copy to Office of Management and Budget (fo r Legislature introduced b i l l s )
Copy to Deoartment ( fo r Governor introduced b i l l s )
Copy to Sponsoi
Copy to Requestor ( i f  d if fe ren t from Sponsor) .i /p /83



SB 140

Fiscal Note Analysis/Enerqy and Power Development

The Electric Cooperative Revolvinq 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’ally 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 and collateral.

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

$50,000 to $2,500,000. For the application review and conduction of the feasi­

bility study, two positions would be needed for the Division of Energy and Power

Development: a range 22 engineer, and a range 8 clerx 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.



1 . POSITION TITLE

Power Development Engineer

hv;i
RAN GE/STEP

22A
BARG. UNIT

G
FORM 12 PACE/LINE

GOV. m m * -OTtAPP.

TYPE OF POSITION

PFT
STAFF MONTHS 

12m
RP NUMBER

Pend i ng

m .

PCN NUMBER 

’endina
BRU PRIORITY 

1
LOCATION

\nchorage
ELECTION DISTRICT

7

5.

6 .
7.

10 ,
11,
12 .
13.

14,

15.

CONTINUATION LEVEL ADDITION

TYPE OF EXPENDITURE

1

Sa 1 a ry

PERSONAL SERVICES

-------- 37779""
Benefi ts

Supplemental Benefits

Fixed Benefits

TOTAL PERSONAL SERVICES

45,348
77077
7 7 7 M  
7 7 m r

01

Travel 02

Contractual 03

Commodi ties O'*

Equi pment 05

Other

TOTAL COST

FOR Bill USE ONLY 

4 A KEY NUMBER

1

AMOUNT

7,497

TTOHTT
)77omr

W  
T T W

ii ,yy/
•XvX**. 7vX\'\\v!v!vIv̂ v.v.v.v.v.V\\\\v!v!vXvXv

RECEIPT CODE FUNDING SOURCE

16. Federal Receipts 1002

17. G.F. Match 1003

10. General Funds 1004 1 11,997
19. 1-A Receipts 1005

1

20. Program Receipts 1028

21. Other

JUSTIFICATION

SB 140 - Electric Cooperative Revolving Fund to he 

dministered properly reauires that, there he a technical 

eview, inspection of site and facilities, proposal review 

nd feasibility study completion before a loan can be 
pproved.

This position will be responsible for ensuring that a 

roposed project, meets established criteria before 

ecommending approval. This individual must be a 

iraduate/registered professional enoineer, preferahlv 

if the electric power development field. Must be 

:nowledgeahle in power utility construction specification 

nd practices, in particular REA requirements. He must 

lave proven knowledge of the principles and practices of 

'ngineering relating to development of power generation, 

listribution, transmittal and control systems, including 

lower utility economics, codes and standards.

The anticipated workload of this program cannot be 

andled by the existing DEPD staff. This Division has 

he technical expertise on board but current workload does 

lot permit the allocation of sufficient manhours to this 

irogram for satisfactory results. The estimated workload 

s for 35 projects requiring a minimum of 2 evaluation or 

inspection trips away from the office per project.

a g e n c y  COMMERCE ft ECONOMIC DEVELOPMENT

1  3  REQUEST FOR 
NEW POSITION

PROGRAM ENERGY DEVELOPMENT

D R U . ENERGY & POWER P a g o l o f l

C O M PO N EN T . ENGINEERING R e v ise d  D a te  1

F Y  8 4

O M iJO  (7/821 - 1 5



biSAPp;FORM 12 PACE/LI HE

F MONTHS PCN,NUMBER [AT I ON
norage

TION DISTRICT

CONTINUATION LEVEL ADDITION JUSTIFICATION

7TTTUT7TIYPE OF EXPENDITURE

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 

III level of experience.

PERSONAL SERVICES

Benef1ts

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 

'lA KEY NUMBER

1  3  REQUEST FOR

01-11SG (7/821 • 1J

AGENCY C O M M ER C E C J 3 E . V . E L Q I M I

p r o g r a m  E N E R G Y ..  D E V .E L O P M E H I___________________________

. N E W  POSITION I  b r u  .. E N E R G Y  ft P O W E R .

c o m p o n e n t  E M L I N E E R I N G .

P a g e  ] o f  i 

R e v ise d  D a te



Alaska Jzftate Ĥegislature
Senate

O ffice o f the President
Official IluaineM

M E M O R A N D U M

DATE: April 5, 1983

TO: Senator Bettye Fahrenkamp

Chairperson, Resources Committee

FROM: Senator Jay Kerttula

Senate President

RE: Rural Electrification of the Copper Valley.

Pouch V 
State Capitol 

Juneau, Alaehs 09811

The attached material was recently received in my office. I am 

forwarding it to you for your information and the perusal of your 
committee.



Copper River Native Association
ATNA t a e n e  NENE'
Drawer H • Copper Center, A laska  ?9573 • Phone (907) 822-5241

M a r c h  23, 1 9 8 3

D

Mr. D o n a l d  J o h n s ,  M e m b e r  
A l a s k a  R e g i o n a l  E n e r g y  A s s o c i a t i o n  
P.O. B o x  3 - 3 9 0 8  
A n c h o r a g e ,  A K  9 9 5 0 1

D e a r  Mr*. J o h n s :

H e r e  in t h e  C o p p e r  V a l l e y  a r e a  w e  h a v e  t h r e e  (3) e l e c t r i c a l  
s e r v i c e  a r e a s  w h i c h  do  no t n o w  h a v e  l o c a l  R E A  s e r v i c e . .
T h e s e  a r e a s  are:

O l d  E d g e r t o n  C u t o f f  8 m i l e s
E x t e n s i o n  t o C h i t i n a  18 m i l e s
E x t e n s i o n  o f T o k  C u t o f f  80 m i l e s

T h e  t h r e e  s e r v i c e  a r e a s  l i s t e d  a b o v e  h a v e  i n s u f f i c i e n t  p a t r o n  
u s e r s  to  w a r r a n t  e s t a b l i s h m e n t  of e f f e c t i v e  e l e c t r i c a l  s e r v i c e  
e x t e n s i o n s .  E x a m p l e :  t h e  E d g e r t o n  c u t o f f  h a s  a p p r o x i m a t e l y  18 
f a m i l i e s .  T h e  T o k  c u t o f f  f r o m  M i l e  11  t o  M e n t a s t a  V i l l a g e  70 
to 80  m i l e s ,  h a s  le s s t h a n  1 0 0  e l e c t r i c a l  s e r v i c e  u s e r s .

T h e  C o p p e r  V a l l e y  E l e c t r i c  A s s o c i a t i o n  c u r r e n t l y  e s t i m a t e s  
L i n e  E x t e n s i o n  S e r v i c e  cost  t o  b e  a p p r o x i m a t e l y  $ 1 0 , 0 0 0  per  
e x t e n s i o n  m i l e .  As a r e s u l t ,  it is n o t  f i n a n c i a l l y  f e a s i b l e  
t o c o n s t r u c t  t h e  e x t e n s i o n  s e r v i c e ,  d u e  t o e x c e s s i v e  l i n e  c o s t  
a n d  l a c k  o f  c o n s u m e r  r e v e n u e  t o  j u s t i f y  s u c h  e x t e n s i o n s .  We 
r e c o g n i z e  l o w  i n t e r e s t  l o a n s  f r o m  S t a t e  o r  F e d e r a l  s o u r c e s  w o u l d  
n o t  n e c e s s a r i l y  h a v e  a g r e a t  b e n e f i t  f o r  t h e  l o c a l  REA, u n l e s s  
it w a s  in t h e  f o r m  of a g r a n t  r a t h e r  t h a n  in a loan.

We r e q u e s t  y o u r  a s s i s t a n c e  to p r o v i d e  b o t h  p o t e n t i a l  c o n s u m e r s
a n d  t h e  C o p p e r  V a l l e y  E l e c t r i c  A s s o c i a t i o n  w i t h  i n f o r m a t i o n  
w h i c h  w i l l  y i e l d  s a t i s f a c t o r y  e l e c t r i f i c a t i o n  t o  t h e s e  areas.
We' r e c o g n i z e  t h e  i n f o r m a t i o n  c o n t a i n e d  w i t h i n  t h i s  l e t t e r  is 
v e r y  s k e t c h y  b u t  w o u l d  h o p e  w i t h  th e  a s s i s t a n c e  of o u r  A l a s k a n  
L e g i s l a t o r s ,  c o m m u n i t i e s  l i s t e d  abo ve,  C o p p e r  V a l l e y  E l e c t r i c a l  
A s s o c i a t i o n ,  a n d  t h e  A l a s k a  R e g i o n a l  E n e r g y  A s s o c i a t i o n ,  th at  
t h i s  c e n t r a l  a r e a  of  o u r  s t a t e  w o u l d  b e  a b l e  t o  m o v e  a h e a d  a n d  

r e c e i v e  e l e c t r i c a l  s e r v i c e .  A t  the p r e s e n t  t i m e  m a n y  of the



.

Mr. D o n a l d  J o h n s  
March. 23, 1 9 8 3  
P a g e  2

p o t e n t i a l  u s e r s  h a v e  t h e i r  ow n  e l e c t r i c a l  g e n e r a t o r s .
U n f o r t u n a t e l y ,  n o t  al l  p o t e n t i a l  u s e r s  a r e  e ve n t h i s  
f o r t u n a t e  t o  h a v e  a n y  e l e c t r i c a l  s e r v i c e .  W i t h  o u r  
m o d e r n  t e c h n o l o g y  of i n d u s t r i a l  c o m p u t e r i z a t i o n  t h i s  
c e n t r a l  p a r t  o f  A l a s k a  is d e n i e d  e l e c t r i c a l  s e r v i c e .
T o  us , t h i s  i s - a  g r e a t  i n j u s t i c e  t o . o u r  c i t i z e n s .
W e  s o l i c i t  y o u r  l o o k i n g  at o u r  c o n c e r n s  a n d  t r u s t  t h a t  
t o g e t h e r  a s o l u t i o n  m a y  h e  fou nd.

S i n c e r e l y ,

C O P P E R  R I Y E R  N A T I V E  A S S O C I A T I O N

M a x w e l l  L, F a n e h e r  
P r o g r a m  A n a l y s t

M L F r p b

cc; “~ni l l i n g a m e ,  C V E A  
J a l m a r  K e r t t u l a  

S e n a t o r  P a p p y  M o s s
R e p r e s e n t a t i v e  D i c k  S c h u l t z

R e p r e s e n t a t i v e  Al A d a m s



§ 44 .83 .325 A l a s k a  S t a t u t e s  S u p p l e m e n t § 44.S3.361
(7) 'reconnaissance stud}’" means a study conducted fo r the purpose 

o f assessing the present and fu tu re  electrical and therm al energy needs 
o f an area under AS 44 .83 .177 ;

(8) "feasib ility study”
(A) means a study conducted for the purpose o f establishing the 

economic and environmental practicality o f completing a proposed 
power project under AS 44 .83 .181 ;

(B ) includes engineering and design w ork to meet the requirements 
for submission o f a license application for a proposed new project to the 
Federal Energy Regulatory Commission;

(9) "small-scale power production fac ility" means a facility which, 
by design, is to produce less than 25 megawatts of power. (§ 1 ch 278 
SLA 1976; am §§ 21, 22, ch 156 SLA 1978 ; am §§ 26, 27 ch 83 SLA 
1980; am §§ 10, 11 ch 133 SLA  1982)

E ffect o f  a m e n d m e n ts . — The 1982 
am endm ent, effective Ju n e  25, 1982, su b ­
stituted th e  present definition for "pow er 
project" or "project" in parag raph  (4) for

the definition set out in th e  main pam phlet 
and substitu ted  "electrical and th e rm a l 
energy needs" for "pow er needs" 
graph (7),

in  para-

ArticJe 7. Su sitna  R iv e r  H yd roe lec tric  P ro je c t  
Sec. 44.S3.325. R e s tr ic t io n s  on con trac ting .

E d ito r ’s n o te . — Section 21, ch. 133, 
SLA 1982, provides: "N otw ithstanding  the  
provisions of AS 44.63.325, the A laska  
Power A u thority  may en te r into con trac ts 
under AS 44.83.300 — 44.83.360 for p re­
lim inary work w ithout the approval 
required by AS 44.83.325. In th is section, 
‘prelim inary w ork’ m eans the p reparation  
of plans and stud ies and the  prepara tion  
<ind subm ission of license applications, as 
weil as o ther types ol work, th a t m ust be

completed before actual construction of the 
Susitna River hydroelectric proj'-ct, de­
scribed in  AS 44.83.300, may begin. T hu  
•■ection doei not authorize the A laska 
Power au thority  to e n te r into contracts for 
the ac tu a l construction of the S usitna  
River hydroelectric project or for th e  prep­
aration of the site of th e  Susitna River 
hydrpelectrir project w it^ . u: the a p p ro v  
required by AS 44.B3.5i5."

A rt ic le  8 R u ra l E le c tr if ic a t io n  R evo lv in g  L o a n  Fund.
S ection
361. Rural electrification revolving loan 

fond
363. Loan advisory com m ittee

Sec. 44.S3.361. R u ra l e le c tr ific a tio n  revo lv in g  lo a n  fund , (a) 
The ru ra l electrification revo lv ing loan fund is established in the 
A laska Power Authority. The fund consists o f

(1) appropriations made to the fund; and
(2) principal and interest payments on loans made under this sec­

tion,
(b) The authority may make loans from  the ru ra l electrification 

revolving loan fund to e lecluc u tilities certified by the Alaska Public
506
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§ 44.83.363 ^
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§ 44.S3.363 S t a t e  G o v e r n m e n t § 44.83.363

i

(

(

U tilitie s Commission. A loan from the fund may be made only for the 
purpose o f extending new electric sendee into an area o f the state that 
an electric u tility  may sen e  under a certificate o f public convenience 
and necessity issued by the A laska Public U tilities Commission. A loan 
may be made f r jm  the fund to an electric utility i f  the u tility  invests 
the money necessary' to provide one pole, one span o f line, one 
transformer, and one sendee crop for each consumer for whom immedi­
ate sendee would be provided by the extension o f electric sendee. How­
ever, a loan may not be made from the fund unless

(1) the loan is recommended by a loan advisor}’ committee appointed 
under AS 44.83.363; and

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

(c) A loan from  the ru ra l electrification revolving loan fund shah 
bear an annual rate o f interest o f two percent o f the unpaid balance of 
the loan.

(d) When a loan is made by the authority under this section, the 
electric u tility  receiving the loan

(1) sh a ll, 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 o f the loan;

(2) sha ll pay to the authority annua lly  an amount equal to
(A) interest o f two percent on the unpaid ^alance o f the loan; and
(B) payments on the unpaid balance o f 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 o f 
the principal o f the loan shall be made at. a rate equal to the difference 
between the actual cost o f making the service connection to the con­
sumers and the m inimum investment per consumer required of the 
utility before a loan is made under (b) o f this section.

(e) The aum ority shall
(1) adopt regulations necessary to carry out the provisions of this 

section.;
(2) adm inister the ru ra l 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 ru ra l electrification revolving loan 
fund. (§ 1 ch 118 SLA 1981)

Sec. 44 .83 .363 . L oan  ad v iso ry  comm ittee. When an application 
for a ru ra l 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 u tility  is certified to 
serve. The loan advisory committee sha ll consider the loan application, 
and sha ll recommend whether the loan application is to be approved or 
disapproved. A favorab le recommendation from the loan advisory com­
mittee sha ll be based on a determ ination that development in the area

507



S 44.S3.3S0 A l a s k a  S t a t u t e s  S u p p l e m e n t 9 44.S3.3S2
o f the proposed extension o f electric sendee is like ly to provide foi fu ll 
repayment o f the loan under AS 44.83.361(d) w ithin 10 years. In  
making that determ ination the committee shall consider

(1 ) permanence o f the premises to be sen ’ed by the extension;
(2 ) land use patterns in the area;
(3 ) access fo r the line that would be installed with loan proceeds;
(4 ) ava ilab ility  of other u tility  sendee in the area; and
(5 ) the economic feasib ility o f the extension of electric sendee w ith 

the proceeds o f the loan. (§ 1 ch 118 SLA 19S1)

Article 9. Energy Program for Alaska.

SectionSection
380. Program  estab lished
382. Power developm ent fund established
381. U se of fund balance 
386. Investm ent of fund 
388. A llotm ent to  projects
390. R eappropriation uf fund balance

392. Lapse of excess appropriations 
394. Revenue requ irem en ts 
396. O peration of power project 
398. Sale  of power from power project 
400. Energy conservation 
425. Definitions

Sec. 44 .83 .380 . P ro g ram  estab lished , (a) The ei.ergy program fo r 
A laska is established. The program sha ll be administered by the 
A laska Power Authority .

(b) The energy program  for A laska is a program by which the 
authority may acquire or construct power projects with money appro­
priated by the leg is la tu re to the power development fund established 
in AS 44.83.3S2. A power project may be acquired or constructed as 
part o f the energy program for A laska only if the project is submitted 
to and approved by the leg islature in accordance with procedures set 
out in AS 44 .83 .177 — 44.S3,187.

(c) The provisions o f AS 36.10.010 — 36.10.125 apply to power 
projects constructed by the authority under AS 44 .33 .380 —  44.83.425. 
(AS 44.83.400; 5 1 ch 118 SLA 1981)

Ri-vifcor'f n o te s . — A reference to AS 
44.S3 4 0 0 — 44.83.510 was changed to AS 
44.83.360 — 44.83.425 by th e  revisor of 
s ta tu te s  pursunnt to AS 01.05.03] to con­
form to the renum bering  of th is  article.

E d ito r 's  no tes . — As enacted, th is sec­
tion was designated AS 44.63 400 und wrf 
renum bered by the revisor of s ta tu te s  
under AS 01.05.031.

Sec. 44.83.382. P ow e r deve lopm en t fund es tab lish ed , (a ) A 
power development fund is established in the A laska Power Authority 
to carry out the purposes o f the energy program for Alaska (AS
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 o f power that are not required 

by law to be deposited into the general fund. (AS 44 .83 .410 ; £ 1 ch 118 
SLA 1981)
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Sen. B e t t y e  F a h r e n k a m p  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
Ju n e a u ,  AK  9 9 8 1 1  Mar  23, 19 83

D e a r  S e n a t o r  F a h r e n k a m p ,

Vour o f f i c e  h a s  r e q u e s t e d  a r e p o r t  on the i m p a c t  of 
p a s s a g e  of SB 140, the b i l l  to c r e a t e  a s t a t e - s u p p o r t e d  
lo a n b a n k  for e l e c t r i c a l  c o o p e r a t i v e s .

In o r d er  to p r o v i d e  t h i s  i n f o r m a t i o n ,  w e ' v e  c o n t a c t e d  
e a c h  of the  m e m b e r s  of A K E C A  and  a s k e d  them  to p r o j e c t  
t h ei r f i n a n c i n g  n e e d s  for the n e x t  five y e a r s  and 
o u t l i n e  m a j o r  p r o j e c t s  th a t t h e s e  f u n d s  w o u l d  b e  u s e d  
f o r .

In sh ort , th e b u l k  of the l o a n s  n e e d e d  by e l e c t r i c a l  
c o o p e r a t i v e s  in A l a s k a  for the  f o r s e e a b l e  f u t u r e  a r e  
d i r e c t l y  a t t r i b u t a b l e  to g r o w t h  and the n e e d  of the 
i n d i v i d u a l  c o o p s  to e x p a n d  in to  n e w  a r e a s  or p r o v i d e  
a d d i t i o n a l  g e n e r a t i n g  c a p a c i t y  to c o v e r  the p o w e r  n e e d s  
of new m e m b e r s .

The  c r e a t i o n  of a s t a t e - s u p p o r t e d  loan fund to p r o v i d e  
s u p p l e m e n t a l  l o a n s  to the c o o p s  at i n t er es t r a c e s  of 5% 
w o u l d  h a v e  v a r y i n g  e f f e c t s  on t h e i r  rates, d e p e n d i n g  on 
the si z e of the  c o o p  and the p u r p o s e  of the loan. No 
coo ps , l i k e  G l a c i e r  H i g h w a y  n e a r  J u n e a u ,  can f i n a n c e  new  
g e n e r a t i o n  e q u i p m e n t  w i t h  5% R E A  loans. For G l a c i e r  
H i g h w a y  to se e k w h a t  a~ e e s s e n t i a l l y  c o m m e r c i a l  r a t e s  
for a $3 m i l l i o n  g e n e r a  .or w o u l d  r e q u i r e  p o w e r  r a te s for 
their m e m b e r s  to be  i /. .ea1 od 50%. W i t h  5% m o n e y  
a v a i l a b l e  f r o m  the  .ta.-a i n s t e a d  of 1 1. 5%  f r o m  
C o o p e r a t i v e  F i n a n c i n g  C o r p o r a t i o n ,  this ra te  i n c r e a s e  
w o u l d  be r e d u c e d  s i g n i f i c a n t l y  s i n c e  G l a c i e r  H i g h w a y  
w o u l d  s a v e  $ 1 8 . 5  m i l l i o n  in i n t e r e s t  over a 2 0 - y e a r  
p e ri od . S i n c e  G l a c i e r  H i g h w a y ' s  m e m b e r s h i p  a n d r e v e n u e s  
are sm all , its f a i r l y  s a f e  to say  that w i t h o u t  a c c e s s  to 
5% m o n e y ,  t h i s  g e n e r a t o r  w o n ' t  be bui lt .

At the o t h e r  e x t r e m e ,  a l a r g e  c o o p  s u c h  as M a t a n u s k a  or 
G o l d e n  V a l l e y  w o u l d  e x p e r i e n c e  a n o m i n a l  e f f e c t  cn r a t e s  
in the s h o r t  t e r m  w i t h  the a v a i l a b i l i t y  of 5% m o n e y .
Th i s is b e c a u s e  of the s i z e  of t h e i r  c u r r e n t  
i n d e b t e d n e s s  an d the p e r c e n t a g e s  th e y are a l r e a d y  p a y i n g  
on o u t s t a n d i n g  lo ans . C o m p a r e d  to t he ir  p r e s e n t  de bt , 
the p e r c e n t a g e  s a v i n g s  w o u l d  be sm all .

DEMOCRACY IN ACTION

_________________________ M ) __________________________________



O n e  of the g r e a t e s t  b e n e f i t s  to t h e  c o o p s  th at  w o u l d  
a c c r u e  f r o m  h a v i n g  5% s t a t e  l o dn s a v a i l a b l e  w o u l d  be in 
t h e i r  o v e r a l l  f i n a n c i a l  h e a l t h  an d  t h e i r  a b i l i t y  to 
b o r r o w  m o n e y  f r o m  REA. C o o p s  q u a l i f y  for l o a n s  f r o m  R E A  
b a s e d  on a f i n a n c i a l  f o r m u l a  t h a t  c o m p a r e s  t h e i r  c a s h  
f l o w  w i t h  t h e i r  i n t e r e s t  e x p e n s e s  ( TI ER  or T i m e s  
I n t e r e s t  E a r n e d  R a t i o ) . E v e n  t h o u g h  a c o o p  m i g h t  be ab l e 
to p a y  al l of its d e b t s  on h i g h  i n t e r e s t  r a t e s  w i t h  few 
p r o b l e m s /  if it is u n a b l e  to m e e t  th is  f i n a n c i a l  r e s e r v e  
r e q u i r m e n t /  it m a y  be cut off f r o m  the  l o a n  s o u r c e s  
n e e d e d  to t a k e  c a r e  of f u t u r e  g r o w t h .  E v e r y  p e r c e n t a g e  
p o i n t  of i n t e r e s t  t h a t  a c o o p  c o n  s a v e  is t h e r e f o r e  
r e f l e c t e d  in two  w a y s ,  a l o w e r i n g  of a c t u a l  c a s h  
i n t e r e s t  p a y m e n t s  and  a l o w e r i n g  of o n - h a n d  c a s h  r e s r v e s  
so that t h e  c o o p  can  m e e t  the r e q u i r e m e n t s  of le nd er s.

T h e  p r e s e n t  f i n a n c i a l  p r o b l e m s  b e i n g  e x p e r i e n c e d  by 
C h u g a c h  E l e c t r i c  are not the r e s u l t  of the c o o p ' s  
i n a b i l i t y  to p a y  its bi l l s ,  r a t h e r ,  it is the c o o p ' s  
f i n a n c i a l  c o n d i t i o n  r e l a t i v e  to t h e  T I E R  f o r m u l a  w h i c h  
is the a c c e p t e d  e x p r e s s i o n  of a c o o o ’s f i n a n c i a l  
" h e a l t h " .

A s  to th e i n h e r e n t  q u e s t i o n  r e c a r d i n g  i m m e d i a t e  
r e d u c t i o n s  in e l e c t r i c a l  r at es  g i v e n  the a v a i l a b i l t y  of 
5% s t a t e  l o a n s ,  the a n s w e r  is no. A n y  or all of the 
l o a n s  w o u ] J  b e u s e d  to f i n a n c e  n e w  c o n s t r u c t i o n  w h i c h  
r e p r e s e n t s  n e w  e x p e n s e s  for the  c o o p s .  T h a t ' s  the ve ry  
r e a s o n  w h y  C o n g r e s s  c r e a t e d  the; R E A  s y s t e m  and p r o v i d e d  
2% f e d e r a l  1 o t t . s  to p r o v i d e  e l e c t r i c a l  s e r v i c e  to rural 
a r e a s  t h r o u o  <out th e U n i t e d  S t a t e s .  In m o s t  c a s e s ,  t h es e 
e x p a n s i o n  p r o j e c t s  w o u l d  not g e n e r a t e  e n o u g h  n e w  m e m b e r s  
to o f f s e t  the c o s t  of the p r o j e c t s  - at l e a s t  for the 
f i r s t  f e w  y e a r s .  W h a t  t h es e l o a n s  w o u l d  do is r e d u c e  the 
a m o u n t  of i n c r e a s e  a t t r i b u t a b l e  to i n t e r e s t  e x p e n s e s .

H e r e ' s  a l i s t  of t h e m a j o r  p r o j e c t s  c u r r e n t l y  b e i n g  
p l a n n e d  b y A l a s k a ' s  e l e c t r i c a l  c o o p s .  I've  a l s o  a t t a c h e d  
a s c h e d u l e  of e a c h  c o o p ' s  loan  r e q u i r e m e n t s  and the 
p e r c e n t a g e s  of R E A  f i n a n c i n g  t h e y  h a v e  a v a i l a b l e  v e r s u s  
the p e r c e n t a g e s  of " c o m m e r c i a l "  m o n e y  they w o u l d  h a v e  to 
s e e k  f r o m  th e C o o p e r a t i v e  F i n a n c e  C o r p o r a t i o n .

Sinr.prol v .

Wi l l i a m  K. Blefesington 
D i r ector of Information
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A l a s k a  V i l l a g e  E l e c t r i c  C o o p

A l l  f u n d s  n e e d e d  ar e to p r o v i d e  a d d i t i o n a l  
g e n e r a t i o n ,  t r a n s m i s s i o n  and d i s t r i b u t i o n  to s e r v i c e  
v i l l a g e s  s e r v e d  b y  t he ir  s y st em . M a j o r  e x p e n s e s  i n c l u d e  
b u i l d i n g  and  i n s t a l l i n g  g e n e r a t o r s ,  b u i l d i n g  an d 
i n s t a l l i n g  p o w e r  l i n e s  and s u b s t a t i o n s  an d  w i r i n g  the 
v i l l a g e  p o w e r  p l a n t s  to c o n s u m e r ' s  h o m e s  an d  
b u s i n e s s e s .

C h u g a c h  E l e c t r i c

M a j o r  e x p e n d i t u r e s  for C h u g a c h  i n c l u d e  c o n s t r u c t i o n  
of n e w  t r a n s m i s s i o n  and d i s t r i b u t i o n  s y s t e m s  to c o n n e c t  
p l a n n e d  n e w  g e n e r a t i o n  p l a n t s  w i t h  t h e i r  e x i s t i n g  
po we r g r i d .  C h u g a c h  a l s o  n e e ds  to c o n t i n u e  to e x p a n d  
t he ir d i s t r i b u t i o n  s y s t e m  to h a n d l e  th e n o r m a l  g r o w t h  in 
m e m b e r s h i p .  W i t h i n  th e n e x t  five  y e a r s ,  C h u g a c h  is 
p l a n n i n g  to b u i l d  or s t ar t b u i l d i n g  t h r e e  n e w  g e n e r a t i o n  
p l a n t s  and h o o k i n g  up to the B r a d l e y  L a k e  P r o j e c t  on the 
Kenai P e m i n s u l a .  All  of t he se  n e w f a c i l i t i e s  w i l l  
r e q u i r e  m a j o r  e x p e n d i t u r e s  for p o w e r  l i n e s  and  
d i s t r i b u t i o n  s y s t e m s .

C o p p e r  V a l l e y  E l e c t r i c

C o p p e r  V e l l e y ' s  e x p a n s i o n  p l a n s  i n c l u d e  
c o n s t r u c t i o n  of t r a n s m i s s i o n  an d d i s t r i b u t i o n  s y s t e m s  to 
c o n n e c t  s e v e r a l  a r e a s  w i t h  the C o p p e r  V a l l o y  g e n e r a t i o n  
and t r a n s m i s s i o n  s y s t e m .  T h e s e  c o n s t r u c t i o n  p r o g r a m s  
w i l l  b r i n g  " p o w e r  h o u s e "  e l e c t r i c i t y  to C h i s t o c n i n a  and 
the To k  C u t - O f f  area, C h i t i n a  and t h e  L o w e r  T o n s i n a  area 
on the R i c h a r d s o n  H i g h w a y  and E d g a r t o n  C u t - O f f  - h o m e s  
and s m a l l  b u s i n e s s e s  that do not  n o w  h a v e  a c c e s s  to 
p o w e r  e x c e p t  f r o m  t h e i r  own  g e n e r a t o r s .  T h e  b u l k  of the 
funds w i l l  b e  u s e d  to b u i l d  new  p o w e r  l i n e s  to t h es e 
a r e a s  and  i n s t a l l  the d i s t r i b u t i o n  s y s t e m  n e c e s s a r y  to 
ta ke  p o w e r  f r o m  the h i g h  v o l t a g e  p o w e r  l i n e s  to 
r e s i d e n c e s  a n d  b u s i n e s s e s .

C o r d o v a  E l e c t r i c

C o r d o v a ' s  p l a n s  i n c l u d e  r e n o v a t i o n  of th e e q u i p m e n t  
p u r c h a s e d  f r o m  the old  c i t y - o p e r a t e d  u t i l i t y ,  e x p a n s i o n  
of s e r v i c e  an d  h a r d w a r e  n e e d e d  to c o n’.sct



C o r d o v a  w i t h  the p l a n n e d  S i l v e r  L a k e  n y d r o  p r o j e c t .  
B e c a u s e  of C o r d o v a ’s u n i q u e  f i n a n c i a l  s i t u a t i o n ,  the are 
o n l y  a b l e  to b o r r o w  25% of t h e i r  n e e d s  f r o m  R EA  a'c 5%, 
the r e s t  w i l l  h a v e  to c o m e  f r o m  c o m m e r c i a l  s o u r c e s .

G l a c i e r  H i g h w a y

A n e w  g e n e r a t o r  to s e r v e  as a b a c k  up  u n i t  is 
p l a n n e d  b y  G l a c i e r  H i g h w a y  if f i n a n c i n g  c a n  be o b t a i n e d .  
B e c a u s e  of the  u t i l i t y ’s l o c a t i o n  in r e l a t i o n  to 
S n e t t i s’na m  and h e a v y  s n o w  l o a d s  and h i g h  w i n d s  c o m m o n  to 
S o u t h e a s t e r n ,  p o w e r  o u t a g e s  ar e f r e q u e n t .  T h e  n e w  b a c k  
up  g e n e r a t o r  w o u l d  e l i m i n a t e  t h a t  p r o b l e m .  A s m al l 
p o r t i o n  of t h e  p r o j e c t e d  lo an  w o u l d  al so  b e  us ed  to 
p u r c h a s e  l an d for the g e n e r a t o r  p l a n e .

G o l d e n  V a l l e y  E l e c t r i c

L o a n s  p r o j e c t e d  by G o l d e n  V a l l e y  w o u l d  bo us ed  to 
e x p a n d  t h ei r p r e s e n t  t r a n s m i s s i o n  an d d i s t r i b u t i o n  
s y s t e m  to h a n d l e  th e d e m a n d s  of g r o w t h  in the I n t e r i o r .  
L i k e  C h u g a c h  and  M a t a n u s k a  E l e c t r i c ,  the d e m a n d s  of 
g r o w t h  r e q u i r e  c o o p s  to b u i l d  n e w  h i g n  t e n s i o n  lines, 
s u b s t a t i o n s ,  s m a l l e r  d i s t r i b u t i o n  l i ne s and  o th er  
f a c i l i t i e s  n e c e s s a r y  to c o n n e c t  t h e s e  a r e a s  w i t h  the 
s o u r c e  of p o w e r .  G o l d e n  V a l l e y  w i l l  a l s o  e x p e r i e n c e  
c o s t s  d i r e c t l y  a s s o c i a t e d  w i t h  c o m p l e t i o n  of the 
A n c h o r a g e - F a i r b a n k s  i n t e r t i e .

H o m e r  E l e c t r i c

W h e n  the B r a d l e y  L a k e  H y d r o  P r o j e c t  is c o m p l e t e d ,  
H o m e r  E l e c t r i c  w i l l  h a v e  to b u i l d  a $20 M i l l i o n  p o we r 
li n e in o r d e r  to b u y  p o w e r  f r o m  the  dam. T h e y  ar e also 
p l a n n i n g  a m a j o r  e x p e n d i t u r e  in f i v e  y e a r s  to c o n s t r u c t  
n e w  t r a n s m i s s i o n  and d i s t r i b u t i o n  l i n e s  in o t h e r  a r ea s 
of the Ker.ni P e n i n s u l a  to a c c o m o d a t e  a g r o w i n g  
p o p u l a t i o n  an d the d e m a n d  for m o r e  p ow e r .

K o d i a k  E l e c t r i c

H o o k i n g  up to the T e r r o r  L a k e  H y d r o  P r o j e c t  will  
be the s o u r c e  of m o s t  of the loan  d e m a n d  f r o m  K o d i a k  
E l e c t r i c  ov e r the n e x t  f i v e  y e a r s .  K E A  is a l s o  p l a n n i n g  
to e x p a n d  its s e r v i c e s  to s e v e r a l  s m a l l e r  v i l l a g e s  on 
K o d i a k .

M a t a n u s k a  E l e c t r i c

T h e  M a t a n u s k a  V a l l e y  a r e a  is o n e  of the f a s t e s t  
g r o w i n g  a r e a s  in the s t a t e  an d the d e m a n d  on M E A  to 
p r o v i d e  e l e c t r i c a l  s e r v i c e s  h a s  b e e n  g r e a t .  New  areas,



such  as th e P o i n t  M a c k e n z i e  A g r i c u l t u r a l  P r o j e c t ,  w i l l  
nee d p o w e r  a nd  to C o  this m a j o r  n e w  t r a n s m i s s i o n  l i n e s  
and d i s t r i b u t i o n  s y s t e m s  m u s t  b e b u i l t .  T h e  g r o w t h  of 
new s u b d i v i s i o n s  in the S u s i t n d  V a l l e y  h a s  c r e a t e d  a 
s i m i l a r  d e m a n d  for n e w  t r a n s m i s s i o n  and d i s t r i b u t i o n  
s y s t e m s ,  s o m e t i m e s  o v e r  long d i s t a n c e s .

K o t z e b u e ,  N u s h a g a k ,  T l i n g i t - H a i d a  and U n a l a k l e e t

T h e s e  c o o p s  are a n t i c i p a t i n g  l o a n s  to c o v e r  
c o n s t r u c t i o n  of n e w  t r a n s m i s s i o n  and d i s t r i b u t i o n  
s y s t e m s  to a c c o m o d a t e  g r ow th , r e p l a c e m e n t  of o l d e r  
e q u i p m e n t  an d e x p a n s i o n  of th eir p h y s i c a l  p l a n t s .  S o m e  
of the g r o w t h  d e m a n d s  are d i r e c t l y  a s s o c i a t e d  w i t h  s t a t e  
e x p e n d i t u r e s  in t h e s e  a r e a s  su ch  as n e w  s c h o o l s ,  a i r p o r t  
i m p r o v e m e n t s  an d  o t h e r  f a c i l i t i e s .



KLTCTRXCAI, COOPERATIVE PROJECTS) EKPH'DITURES AND L O W E ,  1583-1987

Coop REA vs crc % 1983 1984 1985 1986 1987 9t>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 
QIC loans - 5%+ 
Guaranteed Loans 5%+

28 M  
5.6 M 
52 M

-0-
-0-
58.25 M

15 M  
300,000 
343.25 M

15 M  
300,000 
43.25 M

15 M 
300,000 
43-25 M

73 M  
6.5 M  
540 M

Copper Valley 60% REA, 40% CTC 
CTC Ioans-5%+

60,000
24,000

260,000
104,000

800,000
320,000

1.5 M  
600,000

3 M  
1.2 M

5.62 M 
2.248 M

Cordova 25% REA, 75% at: 
CFC loans-5%+

3 M
2.25 M

1 M
750,000

1 M
750,000

1 M
750,000

1 M

750,000
6 M
5.25 M

Glacier Highway ** 70% REA, 30% CTC 

Guaranteed loans
-o-
3 M

-0-
-0-

-0-
-0- -0-

-o-

-0-
-0- 

3 M

Golden Valley 90% ILEA, 10% CFC 
CTC Loans - 5%L

12 M
1.2 M  '

14 M 
1 . 4M

15 M 
1.5 M

17 M 
1.7 M

17 M 
1.7 M

75.5 M 
7.55 M

Homer Electric 70% REA, 30% CTC 
CTC roans - 5%i

~0- 15 M 
4.5 M

20 M  
6 M

-0- -0- 35 M 
10.5 M

Kodiak Electric 75% REA, 30% ax: 
crc loans - 5%f

2.5 M  
750,000

4.8/5 M 
1.463 M

3.289 M 
986,700

1.327 M 
398,100

1.805 M  
541,500

1 3.796 M 
4. 14 M

Kotzebue 8 0 % pea, 2 0 % ax: 
ax: loans - 5%+

768,00C 
153,600

500.000
100.000

500.000
100.000

500,000
100,000.

500,000 
100,OOC

2.768 M 
553,600

Matanuska Electric 80% REA, 20% CTC 
crc loans

12.6 M  

2.5 M

10.1 M  

2 M
12.5 M

2.5 M

12.9 M 

2.6 M

32.9 M  

6.6 M
81 M 
16.2 M



Coop

Naknek

REA vs CTC % 1983 1 984 1 985 1986 1987

$-0- $-0- $-0- - $-0- $-0—

Total

$ - 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.

t o t a l  c r c  ir m s  by y e a r  1983

10.638 M

TOTAL C U  ANrKED I CANS BY YEAR
55 M

2984

10.757 M  

58.250 N

1985

12.537 M 

343.25 M

1986

6.529 M  

43.25 M

1987 

11.272 M 

43.25 M

Total 

54.73 \ ht 

543 M



Major Guaranteed Loans By Project

1983

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

Chugach Electric - $37 Million for transmission and distribution, loan pending
$15 Million for 75 M W  gas fired generator

1984

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

1985

Chugach Electric - $300 Million for 200 M W  coal fired plant
$43.25 Million for transmission and sub-transmission

.1986

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

1987

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



a

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

'Ratal Loans 
Applied For.

1983

$68,638 M

1984 1985 1985

$69,007 M  $355,787 H  $49,779 M

Total CFC Loans 
Applied For.

Appropriations to 
'Dover CFC Loans 
(Approximate 8 5%)

13.638M

$13,638 H

$10,757 M  $12,537 M  $6,529 M

$9 M $11 M  $5 H

Appropriations to $55 M  
Cover Guaranteed roans 

(Approximate 0 5%)

$55.7 M  $330 H  $20 M

1987 

$54,522 M

$11,272 M  

$9 M

$18 H



. United States 
k \  Department 
r //  of Agriculture

Rural
Electrification
Administration

Washington
D.C.
20250

S U B J E C T :  A l a s k a  00

TO: Ms. B e t t y e  F a h r e n k a m p ,  C h a i r m a n  

S e n a t e  C o m m i t t e e  o n  R e s o u r c e s  

P o u c h  V  

S t a t e  C a p i t a l  

J u n e a u ,  A l a s k a  9 9 8 1 1

2 7 JUN ii

T h i s  is in r e s p o n s e  to  y o u r  l e t t e r  o f  A p r i l  4, 1 9 8 3 ,  e n c l o s i n g  a c o p y  o f  t h e  

p r o p o s e d  S B  1 4 0 ,  e s t a b l i s h i n g  a n  e l e c t r i c  c o o p e r a t i v e  r e v o l v i n g  l o a n  f u n d  

w i t h i n  th e  A l a s k a  S t a t e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .

F o r  y o u r  i n f o r m a t i o n  w e  a r e  e n c l o s i n g  c o p i e s  o f  R E A  B u l l e t i n s  2 0 - 2 ,  2 0 -6, a n d  

2 0 - 1 4 ,  w h i c h  r e l a t e  s p e c i f i c a l l y  t o  l o a n  p o l i c i e s .  F o r  F i s c a l  Y e a r  1 9 83, 

C o n g r e s s  h a s  a u t h o r i z e d  R E A  to  m a k e  i.isured l o a n s  o f  n o  l e s s  t h a n  $ 8 5 0 , 0 0 0 , 0 0 0  

a n d  n o  m o r e  t h a n  $ 1 . 1  b i l l i o n  a n d  g u a r a n t e e d  l o a n s  o f  b e t w e e n  $ 4 . 6  b i l l i o n  a n d  

$ 5 . 7  billion,. L e n d i n g  a u t h o r i z a t i o n  for F i s c a l  Y e a r  1 9 8 4  is p r e s e n t l y  b e i n g  

c o n s i d e r e d  b y  C o n g r e s s .

W e  h a v e  r e v i e w e d  t h e  p r o p o s e d  S B  1 4 0  a n d  o f f e r  t h e  f o l l o w i n g  q u e s t i o n s  a n d  

c o m m e n t s  for y o u r  c o n s i d e r a t i o n :

S e c t i o n  4 2 . 2 8 . 0 2 0

M o s t  n o n - R E A  l e n d e r s  w h i c h  p r o v i d e  s u p p l e m e n t a l  f i n a n c i n g  to R E A  b o r r o w e r s  

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

e x p e n s e s .  W o u l d  t h e  D e p a r t m e n t  c o n s i d e r  m a k i n g  t h i D  t y p e  o f  l o a n ?

W o u l d  t h e  D e p a r t m e n t  c o n s i d e r  m a k i n g  l o a n s  to r e f i n a n c e  e x i s t i n g  h i g h e r  

i n t e r e s t  l o c u s  ( s uch as  t h o s e  m a d e  by F F B  or  C F C ) ?

S e c t i o n  4 2 . 2 8 . 0 30 B a s e d  o n  the e l i g i b i l i t y  r e q u i r e m e n t s  o u t l i n e d  in the 

p r o p o s e d  l e g i s l a t i o n ,  it  a p p e a r s  t h a t  a t  l e a s t  o n e  R E A  b o r r o w e r ,  M e t l a k a t l a  

P o w e r  & L i g h t ,  o w n e d  b y  t h e  M e t l a k a t l a  I n d i a n  C o m m u n i t y ,  m a y  n o t  be e l i g i b l e  

for l o a n  f u n d s  f r o m  t he D e p a r t m e n t .  Y o u  m a y  w i s h  to  c o n s i d e r  b r o a d e n i n g  t he 

e l i g i b i l i t y  r e q u i r e m e n t s  to i n c l u d e  t h i s  t y p e  o f  u t i l i t y .

S e c t i o n  4 2 . 2 8 - 0 4 0

T h e  r e q u i r e m e n t s  f o r  f i n d i n g  f e a s i b i l i t y  a p p e a r  ..o be  u n d u l y  d e t a i l e d  for t h i s  

t y p e  o f  l e g i s l a t i o n .  T h e  R u r a l  E l e c t r i f i c a t i o n  A c t  r e q u i r e s  t h a t  l o a n s  be 

s e l f - l i q u i d a t i n g  ( f e a s i b l e )  a n d  a d e q u a t e l y  s e c u r e d ,  b u t  t h e  s p e c i f i c  

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

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

r e q u i r e m e n t s  f r o m / t i m e  t o  tim e  a s  n e c e s s a r y .
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R e g a r d i n g  s e c u r i t y ,  R E A  w o u l d  n o t  n o r m a l l y  a c c o m m o d a t e  i t s  l i e n  t o  p r o v i d e  

s e c u r i t y  f o r  t he D e p a r t m e n t  o n  s h o r t - t e r m  l o a n s  m a d e  b y  it  t o  a b o - r o w e r .

S u c h  l o a n s  m a d e  b y  o t h e r  n o n - R E A  l e n d e r s  a r e  g e n e r a l l y  u n s e c u r e d .  T h e  

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

o n  c o l l a t e r a l  s e c u r i n g  a s h o r t - t e r m  l o a n ,  b u t  a p p a r e n t l y  o n l y  if t h e  b o r r o w e r  

f i r s t  " e n t e r s  i n t o  a f e d e r a l  l o a n  a g r e e m e n t "  w i t h  R E A .  I t  is u n c l e a r  w h a t  is 

m e a n t  b y  t h e  p h r a s e  " e n t e r s  i n t o . "  D o e s  t h i s  r e f e r  m e r e l y  t o  m a k i n g  

a p p l i c a t i o n  t o  R E A  o r  to  h a v i n g  in p l a c e  a n  e x e c u t e d  l o a n  a g r e e m e n t  w i t h  R E A ?  

I n  m a n y  c a s e s ,  a b o r r o w e r  m a y  be  in  n e e d  o f  s h o r t - t e r m  f u n d s  w e l l  b e f o r e  it 

h a s  a p p l i e d  f o r  a n  R E A  l o a n .  S u c h  f u n d s  m a y  b e  n e e d e d  f o r  c o n s t r u c t i o n  

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

be n e e d e d  f o r  o p e r a t i n g  p u r p o s e s .  W e  s u g g e s t  t h a t  t h e  D e p a r t m e n t  be 

a u t h o r i z e d  to  m a k e  s h o r t - t e r m  l o a n s  t h a t  a r e  u n s e c u r e d .  R E A  w i l l  c o n s i d e r  

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

If w e  c a n  b e  o f  a n y  f u r t h e r  a s s i s t a n c e  in t h i s  m a t t e r ,  p l e a s e  l e t  u s  k n o w .

D i r e c t o r

W e s t e r n  A r e a  - E l e c t r i c



UNITED STATES DEPARTMENT OF AGRICULTURE

RURAL. ELECTRIFICATION ADMINISTRATION 

WASHINGTON. D.C. Z0280

APR 1 2 1979 Reviewed and Approved
F o r Reprin ting J u ly  1 9 8 2

SUBJECT: Implement the Conservation Policy

(Supplement to REA Bulletin 20-2,

January 31, 1979)

TO: All Electric Borrowers

The recent supp lement 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 o f  the policy approved by the board o f  directors on 

energy conservation.

2. A report o f  the efforts of the borrower to conserve electric 

energy in the operation of its headquarters and facilities. The 

activities o f  the borrower should demonstrate to its members that it has 

adopted and is carrying out its own in-house program o f  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 o f  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 o f  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 

conservat1on--and percentage of their time devoted to energy c o nser­

vation activities.

5. Brief description of services offered by the cooperative to 

assist members in conserving energy (such as energy audits or onpremise

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 c o n­

tractors, Farmers Home Administration, etc., to promote energy 

conservation.

9. Brief summary o f  efforts o f  the cooperative to conserve electric 

energy in the operation of its headquarters and faci 1 ities--incl udirig 

cost savings and amount of capital expenditures necessary to achieve the 

reducti o n .

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 c onser­

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 o f  dollars to be spent in current calendar year for energy 

conservation for the following purposes: (Previous year data may not

be available until 1981)

Information Activities 

Capital Expenditures 

Supervision

In Cooperation With Others 

Other (office space, etc.)

assistance and advice).

Previous Year This Year
Personnel

Li st:
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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, e nergy use patterns and the needs o f  the members in 

determining the reasonableness o f  the conservation program.

ROBERT W. FERAGEN 

Admini strator



UNITED STATES DEPARTMENT OF AGRICULTURE 

'**' Hs 1 Electrification Administration

January 31, 1979 

SUBJECT: Energy ■-.*• on Policy and Recommendations

TO : 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 varyinq 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 and members -- relationships on which

rural electrification was founded and which are 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 is 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 

■or information that indicates that the cooperative is committed to energy



All Electric Borrowers 2

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 

accomoanyinq the loan application will also serve as an indication of 

compliance with the intent of the REA policy. The lonq-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.

T he 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 -- is 

as formidable a challenge as was developing the cooperatives and buildinq 

the first distribution system.

A decision on the proposed REA Bulletin 120-2 has been delayed. This 

policy would have required information concerninq 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. F E R A R E m  

Administrator ^

Attachment



:F ile  With REA: 
:B u ile tin  20-2:

UNITED STATES DEPARTMENT OF AGRICULTURE 
Rural E le c tr ific a tio n  Administration

January 31, 1979

SUBJECT: Supplement to  REA B u lle tin  20-2, E lectric
loan Id lic ie s  and Application Procedures

TO: A ll E le c tric  D istrib utio n  borrowers

A ll REA e le c tric  d is tr ib u tio n  borrowers w il l  be required to  develop 
enerqy coif .or vat ion prcxjrams as a requirement for continued REA 
financier}. Tin- purpose o f th is  supplement is  to  set forth the energy 
censor vat ion infornation lx> accompany a loan application. Tto be 
considered, «i la in  application must include the follow ing additions:

1. A copy of t he pol icy approved by the board of directors 
on energy conservation.

2. A i eport ot tlx? e ffo rts  of the borrower to conserve e le c tric  
energy in the operation o f its  headquarters and f a c il i t ie s .  The 
a c tiv it ie s  of the borrower should demonstrate to i t s  members that i t  
has adopt a l and is carrying out i t s  own in-house program o f energy 
conservation. Tlie report should include the amount that th is  program 
lias reduced annual operating cost and the necessary cap ita l expendi­
tures, i f  any, to achieve th is  reduction.

1. A report describing the e ffo rts  of the borrower to a ssist 
its  members to mike the most e ff ic ie n t use o f energy. The report 
should include a conservation work plan aid budget which re fle c ts  
the a c t iv it ie s  planned und conducted, with related s ta ff  time aid 
costs, and a statement of the estinv ted benefits to the member and 
t Ixi borrower.

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

An aggressive pr'Xjtuin to a s s is t mail'ers to use energy most e ffic ie n t ly 
w ill regim e s t u f f  fxirsons trained for that re sp o n sib ility  with appro­
priate  fa c il i t ie s  and muterials to perform th e ir  assignments. Because 
o f the d iv e rs ity  of REa borrower systems, the a llo c a tio n  o f s ta ff  time 
and other resources w ill  vary i ;om system to  system.
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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 n m b e r  
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 p olicy adopted by the board of directors 

should require, (1) a cornu.tment to  an aggressive program, to  

conserve e le c tr ic  energy in  the headquarters and other co-op 

fa c il i t ie s .  (2) a cornu tment to an aggressive program to help 

consumers conserve and use energy e ff ic ie n t ly ,  and (3) the 

necessary authority  to develop a plan and budget to accomplish 

the objectives, and 'o  develop appropriate reports to assess 

results.

Id e n tify  opportunities to pranote more e ff ic ie n t  use o f energy 

and set p r io r it ie s  for assistance to consumers by analysis o f 

consumer uses of energy, b i l l in g  records, high b i l l  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 e ff ic ie n t  use of e le c tr ic  energy in  the 

home, farm, business or public building, including estimates of 

the cost of in su la tio n  or other expenditure necessary to  achieve 

energy conservation and the estimated savings m  e le c tr ic ity  

costs resulting from any investment or conservation practice.

Encourage and promote insulation  standards as recently adopted 

liy the Farmers Home Acbiinistration.



Reccrmendations of REA

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

s y s t e m s  f o r  t h e i r  o w n  use ,  s u c h  a s  w i n d m i l l s ,  .biarass f a c i l i t i e s ,  

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

w o o d  b u r n i n g  s y s t e m s .

. . . .Seek a s s i s t a n c e  a n d  w h e r e  a p p r o p r i a t e ,  c o o r d i n a t e  c o n s e r v a t i o n  

e f f o r t s  w i t h  N R E C A ,  s t a t e w i d e s ,  o t h e r  e l e c t r i c  c o o p e r a t i v e s ,  

p o w e r  s u p p l i e r s ,  s t a t e  e n e r g y  o f f i c e s ,  F a r m e r s  H e m e  A d m i n i s t r a­

tion, a n d  o t h e r  o r g a n i z a t i o n s  w i t h  p r o g r a m s  o r  r e s o u r c e s  t h a t  

c a n  h e l p  t h e  c o o p e r a t i v e  w i t h  i t s  c o n s e r v a t i o n  o b j e c t i v e s .

. . . M i k e  a r r a n g e m e n t s  w i t h  t h e  F a r m e r s  H o m e  A d m i n i s t r a t i o n ,  c o m ­

m u n i t y  a c t i o n  a g e n c i e s ,  l o c a l  b a n k s ,  e t c . ,  t o  f i n a n c e  c o n s e r­

v a t i o n  m e a s u r e s  fo r  t h o s e  c o n s u m e r s  in n e e d  o f  s u c h  a s s i s t a n c e .

. . . W o r k  w i t h  local c o n t r a c t o r s  a n d  s u p p l i e r s  in h e l p i n g  a s s u r e  

that, c o n s u m e r s  r e c e i v e d  q u a l i f y  w o r k m a n s h i p  a n d  p r o p e r  c o n­

s e r v a t i o n  m a t e r i a l s .

. . . W o r k  wit.ii l o c a l  b u i l d i n g  c o n t r a c t o r s  t o  h e l p  a s s u r e  t h e  

c o n s t r u c t i o n  o f  e n e r g y  e f f i c i e n t  h o m e s .

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

or a i r  c o n d i t i o n i n g ,  t h a t  ti.e c o o p e r a t i v e  p r o v i d e  e s t i m a t e s  o f



Recarmuidations of REA

the longer-ranye cost of electr ic service; for example, an 

estimate of the increased cost <f electricity for the next five 

or ten years.



UNITED STATES DEPARTMENT OF AGRICULTURE 
Rural E le c tr if ic a t io n  Adm inistration

June 13, 19/7

REVISED REA BULLETIN 20-2

Attached is 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 ..uuendmenIs to 

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

A 1.1 •.clunent.



UNITED STATES DEPARTMENT OP AGRICULTURE 
Rural E le c tr ific a tio n  Administration

June 13, 1977 
Supersedes 2/19/71

REA BULLETIN 20-2

SUBJECT: E lectric  Loan P olic ies and Application Procedures

I .  General:

A. This b u lle t in  sets forth  REA p o lic y  and procedures concerning 
e le c tr ific a tio n  loans under the Rural E le c tr ific a tio n  Act (the 
A c t).

B. REA B u lle tin  20-22, Guarantee o f Loans for Bulk Power Supply 
F a c ilit ie s , sets forth  REA. p o lic ies  and requirements con­
cerning loan guarantees fo r the financing of bulk power supply 
f a c il i t ie s  under Section 306 of the Rural E le c tr ific a tio n  Act.

I I .  KKA Loans -  General Purposes and E l i g i b i l i t y : G e n e r a l l y ,  rural
e le c tr ific a tio n  l o a n B  made by REA a r e  i n s u r e d  l o a n s  m a d e  under 
Section 3^5 o f  the Act for the p u r p o s e s  and on the term3 and condi­
tions set forth  in  Section o f the Act. Section provides in  
p-'.“t:

A. "The Administrator is  authorized to make loans for rural
e le c tr ific a tio n  to persons, corporations, States, T e rrito rie s , 
and subdivisions and agencies thereof, m unic ipalities, peoples' 
u t i l i t y  d is tr ic ts  and cooperative, nonprofit, or lim ite d - 
dividend associations organized under the laws o f any State or 
T erritory o f the United Stater, fo r the purpose o f financing 
the construction and operation o f generating plants, e lectric  
transmission and d is trib u tio n  lin es  or systems for the fu r­
nishing of e le c tric  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, T e rrito rie s , and subdivisions and 
agencies thereof, m unic ipalities, peoples' u t i l i t y  d is tr ic ts , 
,and cooperative, nonprofit, or lim ited-dividend associations, 
the projects of which cr ,ply with the requirements of th is 
A ct."

G. "Such loans shall be on such terms and conditions re la tin g  
to the expenditure o f the moneys loaned and the security 
therefor as the Administrator sh a ll determine find may bo made 
payable in  whole or in  part out o f the income: Provided
further. That a l l  such loans sh a ll be s e lf-liq u id a tin g  w ithin 
a period o f not to exceed th ir ty - f iv e  y e a r s ..,. ."



D. "Loans shall not be made unless the Administrator finds
and c e rtifie s  that in  his judgment the security therefor is  
reasonably adequate and such loans w il l  be repaid w ithin the 
time agreed."

E. "  no loan fo r the construction, operation, or enlargement
of any generating plant shall be made unless the consent of 
the State authority having ju r is d ic tio n  in  the premises is  
f i r s t  obtained."

I I I .  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 fo r the purpose of providing fundB for insured 
loans under Section 305 o f the Act. Section 305 provides in  part:

A. "The Administrator is  authorized to make insur- d loans to
the f u l l  extent o f the assets of the Rural E le c tr ific a tio n  
and Telephone Revolving Fund, subject only to lim ita tio n s  as 
to ;imounts authorized for loans and advances aa may be from 
time to time imposed by the Congress of the United States........"

B. "Loans made under th is  section shall be insured by the Adminis­
trator when purchased by a lender. As used in th is  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."

C. "Insured loans sh all bear in terest at e ither 2 per centum
per annum (hereinafter called the "special ra te "), or 5 per
centum per annum (hereinafter called the "standard rate").
Loans bearing the special rate sh all be available only for an
e le c tr ic  borrower which had at the end o f the most
recent calendar year ending at least n ix months before approval 
of the loan, an average consumer density o f two or fewer per 
mile or an average adjusted plant revenue ra tio  of over 9.0, 
such ra tio  being a simple average of the x*atios obtained by 
d ivid ing the sum o f i t s  d is trib u tio n  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  th is  subsection the sura o f d istrib u tion  
plant and general plant shall be the to ta l o f the amounts 
shown in  accounts numbered 3^0 through .and including 399 of 
the uniform system o f accounts approved, as of the effective  
date of th is  amendment, by the Administrator, for use by 
Rural E le c tr ific a tio n  Administration borrowers; grcsa revenue 
shall be the amount shown in  account numbered l|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,

Bulletin 20-2
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in  his sole d iscretion, malce a loan to a borrower at the 
special rate i f  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 princip les, produce net income or margins 
before in te re st at least equal to 150 per centum of i t s  
to ta l in te re st requirements on a l l  outstanding and proposed 
loans with an in terest rate greater than 2 yer centum per 
annum on the entire current loan, and s t i l l  meet the 
objectives o f 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 th e ir 
consumers or Bubsr“ ibers, provide service consistent with 
the objectives o f the Act."

IV. Other Financing: Secti n 30? of the Act provides in  part: "When
i t  appears to the Admiiastrator that the loan applicant is  able
to obtain a loan fo r part of hiB credit needs from a responsible 
cooperative or other credit source at reasonable rates and terras 
consistent with the loan applicant's a b i l i t y  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 ra te  "

V. D e fin itio n  of Rural Area: Section 13 o f the Act provides in  part:
"As used in  th is  Act the term 'ru ra l area' shall be deemed to mean 
any area of the United States not included w ithin the boundaries 
o f any c ity , v illa g e , or borough having a population in  oxcess of 
f ifte e n  hundred inhabitants, and such term shall be deemed to
include both the farm and nonfarm population thereof "

V I. General REA P o lic ie s :

A. Borrowers are encouraged to use self-generated funds to m ini­
mize th e ir requirements for debt c a p ita l. 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 
B u lle tin  20—li* on "Supplemental Financing.")

R. In accordance with the objectives o f the Act and the obliga­
tions undertaken in  the loan contract, borrowers are obligated 
to provide e le c tric  service on an area coverage basis to the 
maximum practicable extent. (See REA B u lle tin  112-3.)

(J. Loan applications from d is tr ib u tio n  borrowers for d is trib u tio n  
or transmission fa c il i t ie s  generally should include the amount



o f 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' p r io r ity  
needs.

D. Loan applications from power supply borrowers fo r transmis­
sion f a c il i t ie s ,  where no generating u n it is  included, should 
not exceed the amount of new loan funds required during the 
next three years.

E. Loan applications from d is tr ib u tio n  or power supply borrowers 
for generation fa c il i t ie s  should include the amount of new 
loan funds required fo r transmission f a c il i t ie s  to deliver 
the power from the generating units as needed to support the 
fe a s ib il it y  of the loan.

F. In  reviewing loan applications, the amount and management of 
a borrower's general funds w i l l  be considered by REA on the 
basis of the guidelines contained in  REA B u lle tin  1-7,
General Funds.

V II. F a c ilit ie s  and Other Items Which May be Financed; REA lo a n  may
be approved for:

A. D istrib utio n  F a c il it ie s : The construction of new rural 
d is tr ib u tio n  fa c il i t ie s  or systems and the net cost of system 
improvements to meet load growth requirements or improve the 
q u a lity  of e lec tric  service. The net coat o f system improve­
ments means the cost o f construction plus the cost of removal 
of any property re tire d , less the salvage value of any mate­
r ia ls  or equipment recovered in  connection with the property 
retirement. System improvements are defined as the changes 
or additions in  e lec tric  plant f a c il i t ie s  to improve the 
q u a lity  o f e lectric  service or increase the quantity o f e lec tric  
power available to Act beneficiaries. Changes or additions
a3 used in  the above d e fin itio n  include replacing units with 
lik e  units or larger units and rearranging or re tir in g  conductor 
when such changes are associated with and are t- necessary part 
of a system improvement.

B. Generation and Transmission F a c ilit ie s :

1. The i n i t i a l  construction of generation fa c il i t ie s  by
d is trib u tio n  or power supply borrowers, and of transmission 
fa c il i t ie s  by power supply borrowers, only under the 
follow ing conditions:

a. Where no a d e q u a t e  a n d  d e p e n d a b le  B o u r c e  o f  p o w e r  is
a v a i l a b l e  t o  m e e t  t h e  c o n s u m e r s '  n e e d s ,  o r

b. Where the rates offered by e xistin g  power sources
would re su lt in  a higher coot of power to the consumer

Bulletin 20-2
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than the cost from fa c il i t ie s  financed by REA, and 
the amount of the power cost aavings that would 
re sult from the REA-financed f a c il i t ie s  bears a s ig n i­
fic a n t re lationship  to the amount of the proposed REA 
loan.

2. Supplemental loans, fo r theBe purposes, fo r the net cost 
of system improvements as defined in  A above, and fo r the 
construction o f transmission fa c il i t ie s  by d is trib u tio n  
borrowers. Applications fo r such financing w il l  be 
considered and evaluated in  terms of whether ‘the proposed 
additional f a c il i t ie s  constitute the most effective and 
economical arrangement for meeting the increasing power 
requirements o f the consumers. (Also see REA B u lle tin  
20-6.)

C. Headquarters F a c il it ie s : The purchase, remodeling, or c on­
struction and related coBts of headquarters fa c il i t ie s  required 
for the operation o f the borrower's system. (Also see REA 
B u lle tin  86-3.)

D. Acquisitions: The purchase, re h a b ilita tio n  and integration of 
existin g  e lectric  fa c il i t ie s  where the acquisition of ouch 
fa c il i t ie s  is  an incidental and necessary means of providing 
service to persons in. rural areas who are not receivirg central 
station service. (Also see REA B u lle tin  27-1.)

E. General Plant Equipment: The purchase o f o ffic e , transporta­
tio n , communication, and working equipment, i f  requested by 
the applicant and found necessary.

F. In te re s t: Payments of in te re st during the period preceding
the f i r s t  scheduled principal payment or fo r a period not to 
exceed fiv e  years, whichever iB the shorter, i f  requested by 
the borrower and found necessary. (Also see REA B u lle tin  
20-9.)

G. Operations: Working capita l required fo r the i n i t i a l  operation 
of the borrower's system or fo r the protection of outstanding 
REA loans.

H. Ordinary Replacements: The excess of the to ta l cost of ord i­
nary replacements over the o rig in a l cost of the production, 
transmission, or d is tr ib u tio n  plant being replacedl i f  requested 
by the applicant and found necessary. For th is  purpose 
"ordinary replacements" means replacing units of plant with 
lik e  or s im ilar units when made necessary by normal wear and 
tear, damage beyond repair, or obsolescence of the fa c il i t ie s .
In order to q u a lify  a.s an ordinary replacement, the replace­
ment must involve one or more complete "retirement units" as 
id e n tifie d  in  REA B u lle tin  181-2.



I. 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.

VIII, 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.

B. 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.

C. 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.

D. 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.

E. Other TermB and Conditions; The loan oontract, and mortgage 
or deed o f tru s t, w i l l  include such terms and conditions as 
are appropriately related to loan security.

Bulletin 20-2
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Revised 3/78

A. Prior to preparation of an application, except as specifieJ 

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.

II. 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.

C. 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.

IX. Application Pr o c e d u r e s :

w
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X. Availability of Information Pertaining to Loan A p p l i c a t i o n s :

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

Agriculture, Rural Development and Related Agencies of the

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. N o t i fication of REA L o a n s : 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.

XII. Applications Closed Without L o a n : 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.Cm I Policies and Application Procedures 
LOANS:

Policies and Application Procedures
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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.

II. Policy:

A. The Rural Electrification Administration will make loans to 

finance the initial construction of generation facilities 
b y  distribution or ;power supply borrowers, and of trans­

mission facilities b y  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
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File With REA : 
Bulletin 20-14:

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, is hereby amended by the addition 
of the following paragraph E to par'c II, 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 includinq 
but not limited to those set forth in REA Bulletin 20-2, Electric Loan 
Policies and Application Procedures, paragraph VIII B, and applicable sections 
of Bulletin 2U-9, Loan Payments and Statements.

E f f e c t i v e  d a t e :  L o a n  a p p l i c a t i o n s  r e c e i v e d  o n  o r  a f t e r  J u n o  i, l a m .



United States 
Department 
of Agriculture

Rural
Electrification
Administration

WashingtonD.C.
20250

:F 11e With REA : 

:Bulletin 20-14:

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:

I. REA L o a n s : 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 apr licable 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.

I I . Supplemental Loan P r o p o r t i o n s :

ATTACHMENT C

FINANCING FOR ELECTRIC FACILITIES

A- Distribution B o r r o w e r s : Supplemental loan proportions for

distribution borrowers are specified in Attachment A (or »?visions 

thereof) of this bulletin.



B. Power Supply B o r r o w e r s : When a power supply borrower requests an 

insured REA loan, 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 loan proportion 

o f.22.5%:

REA Supplemental
Proportion

Member A 

Member B 

Member C 

Member D

Proportion
70%

70%

80%

90%

W
30%

20%
10%
90%/4 = 22.5%
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Washington
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20250

:File WifE REA : 

:Bullctin 20-14:

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, is 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:

1 1 . Loan Proportions for Concurrent L o a n s :

A. The loan proportions for concurrent loans to borrowers, who are
eligible for 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,

who are eligible for supplemental financing as set forth above, will

be based on the borrower's plant revenue ratio (PRR) as follows:

PRR

9.0 and above

8.01 to 9.0 

8.00 and below

REA

Percentage

90

80

70

Supplemental Lender 

Percentage

C k i * C i /

Harold V. Hunter 
Admin istrator

%



:File With REA : 

:B u 11etin 20-14:

UNITED STATES DEPARTMENT OF AGRICULTURE 

Rural Electrification Administration

August 1, 197*3

SUBJECT: Supplemental Loan Criteria

REA Bulletin 20-14

TO : All 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 s upple­

mental lender. The new method is 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 ELECTR IFICATION ADMINISTRATION 

WASHINGTON. O.C. ZOISO

J u l y  24, 1972

SUBJECT: Supplemental Loa n  Criteria

REA Bulletin 20-14, Attachment A

TO: All Electric Borrowers

REA Bulletin 20-14, Supplemental Financing for Loans Considered Under 

Section 4 of the Rural Electrification Act., provides that the criteria 

•for eligibility and the proportion of supplemental financing that b o r­

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 s y s­

tems. To fullj utilize these and other supplemental financing resource? 

REa has r e v ised 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 atta c h e d  criteria.

The revised loan proportions will become effective w h e n  the amount of 

REA loans mad e  after July 1, 1971, totals $545,000,000.

The TIER a nd DSC ratios establishing eligibility for supplemental finane 

ing have not been changed. Borrowers which have received concurrent 

l o a n s  /ire responsible for maintaining these m i n i m u m  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 nece s s a r y  to meet changes in 

program conditions.

Youi continued cooperation in this joint effort i3 appreciated.

Administrator

At tachment



UNITED STATES DEPARTMENT OF A G R I C ULTURE 

Rural Electrification A dministration

FEB -1 *7f

REA BULLETIN 20-14

SUBJECT: Supplemental F i n a n c i n g  for Loans Considered Under Section 4

of the Rural Electrification Act

1. P u r p o s e : T o  establish policy concerning’ loans from sources other

than the Rural Electrification Administration and set forth the

c on d i t i o n s  under which applicants for R E A  loans will be expected 

to o b t a i n  a p o r tion of their long-term loan requirements from such 

ot h e r  sources. Applicants should also refer to REA Bulletin 20-2, 

"Ele c t r i c  Loan Policy for Section 4 Loans," which nets forth basic 

REA policy, terms, conditions, and procedures concerning loans under 

S e c M o n  4 of the Rural Electrification Ac^.

11. P o l i c y :

A. In order to mee t  program needs more effectively and conserve

REA loan funda, it is the policy of R E A  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 be revised from time to 

time, taking into consideration factors such as .he availability 

of pupplemental and R E A  loun funds, and the status of the rural 

electrification program.

C. Lo-n applicants may request necessary REA approvals to obtain 

1007. n o n -REA long-term loans. Each such request will be c o n­

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.



Bulletin 20-14 

Pago 2

i l l .  Arrangements Between REA end the Sourc« jf Supplemental F u n d a :

A. REA Approval le required to permit an REA borrower to

furnish security for financing from a supplemental source, 

in accordance w i t h  existing m o r t g a g e  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 wi l l  ha granted by R EA only on a cese- 

b y -c a se  basis, after a determination In each case that such 

accommodation will be In thf interests of, and Involve a

compennating benefit to, th< Government.

1V* P ro c e d u re s : 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. .

A d m i nistrator

At t achment a :
Attachment A, "Initial Supplemental Loan Criteria 

f o r  E le c t r i c  Distribution Borrowers"

A ttachm ent B, "REA Electric Distribution Borrowers' 

Supplemental Financing Procedure"

Indcx:
LOANS

C on cu rre n t 
SuppI omen I n 1

S U P P L E M E N T A L  FINANCING 

Ap p l i c a t i o n  for
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Revised July 1972
ATTACHMENT A

SUPPLEMENTAL LOAN CRITERIA FOR ELECTRIC 

DISTRIBUTION BORROWERS

Borrow e r Eligibility for Supplemental F i n a n c i n g : Borrowers in

either of the following two categories will be expected, unless 

there are exceptiona'. circumstances as determined by the A d m i n i s­

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 P r o p o r tions 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 

Percen tage _PRR Percentage

9.01 and Above

8.01 to 9.0 

8.00 and Below

90

80

70

10
20
30
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July 1972

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 on both REA Form
7, Rev. 10-65 1/ and REA Form 7i Rev. IO - 6 9  and line A.?,-, 
on REA Form 7 t Rev. 12-70 1/

(B) INTEREST EXPENSE - line A.l4 less line A.15 on REA Form 7

2/ TIER (most recent year) ( ) =

( )

TIER (preceding year) ( ) =

( )

TIER (next preceding (____________________ ) =________________
year) ( )

Average TIER (Average of Two Highest TIER's) = ______________

II. PLANT REVENUE RATIO (PRR)

PRR = (A)
(B) - (C)

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

(B) OPERATING RE7ENUE AND PATRONAGE CAPITAL -
line A.l 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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July 1972

ELECTRIC DISTRIBUTION BORROWERS'
SUPPLEMENTAL LOAN CRITERIA COMPUTATION SHEET

I I I .  DEBT SERVICE COVERAGE (DSC)

DSC = (A) + (B) + (C)
Id )

(A) PATRONAGE CAPITAL AND MARGINS -  lin e  A.22 on both REA Form 7,
Rev. 10-65 1 / and REA Form 7, Rev. 10-69 1 /  and lin e  A.23 on
REA Form 7, Rev. 12-70 1 /

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

(C) DEPRECIATION AND AMORTIZATION EXPENSE -  lin e  A .12 on both 
REA Form 7, Rev. IO-6 5  and REA Form 7, Rev. 10-69 and 
lin e  A.11 on RFA Form 7, Rev. 12-70

(D) REQUIRED PRINCIPAL AND INTEREST PAYMENTS -  sum o f four 
Quarterly Statements o f In te rest and P rincip al Due, REA 
Form 69^, for each year in  question, and the amount of 
annual interest and principal due on long-term debt of 
other lenders, i f  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 w ill be the 
calendar year data preceding the c u to ff date of the loan application, 
except when the cut of f  date used is  December 31 of a given year in 
which case that calendar year' s data would be used.



A T T A C H M E N T  B

REA E L E C T R I C  D I S T R I B U T I O N  B O R R O W E R S 1 

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

Bulletin 20-14

Attachment B

Page 5

A p p l i c a t i o n  of S u p plemental F i n a n c i n g  C r i t e r i a : Generally, t h r ough

the use of crit e r i a  set forth in A t t a c h m e n t  A, a d i s t r i b u t i o n  b o r r o w e r  

will be able to d e t e r m i n e  its sit u a t i o n  in advance of s u b m i t t i n g  a 

loan ap p l i c a t i o n  as to w h e t h e r  s u pplemental f i nancing w i l l  be required. 

REA field per s o n n e l  wil l  be a v a i l a b l e  to advise b o r r o w e r s  rega r d i n g  

the ap p l i c a t i o n  of REA's supple m e n t a l  f i nancing criteria.

P r e p a r a t i o n  of'Loan A p p l i c a t i o n : In vi e w  of the r e q uirements of the

o u t s t a n d i n g  security d o cuments between the G o v e r n m e n t  and REA borrowers, 

all secured loans from, other sources to exis t i n g  REA b orrowers will be 

subject to REA approval. A l l  a p plications for such financing should be 

reviewed initially wi t h  REA.

A. A n n u a l l y  a borr o w e r  should r e v i e w  and update its long-range 

financial forecast. Fol l o w i n g  this,, a d e t e r m i n a t i o n  should 

be made regarding the need for external financing taking into 

c o n s i d e r a t i o n  available general funds and funds expected to be 

realized from operations d uring the p eriod under consideration.

B .  Whe n  it appears that funds from outside sources wi l l  be required, 

the borrower should consult w i t h  the R EA field r e presentative or 

the area office r e garding its anticipated needs.

C .  D u r i n g  the p r e p a r a t i o n  of its application, a borrower should

d etermine the source of any l o ng-term supplemental financing 

which will be needed.

Wh e r e  such d e t e r m i n a t i o n s  have not been included in the loan 

application, REA, after an initial r e v i e w  of the loan request, 

and a p p l i c a t i o n  of the s u p plemental fin a n c i n g  criteria, will 

n otify the a p plicant of the need for such Information before 

f urther e x a m i n a t i o n  of the loan ap p l i c a t i o n  can be scheduled.

D. T he board of d i rectors in re q u e s t i n g  a loan from REA, w h e n

s u p plemental f i nancing wi l l  be needed,' should include in its

r e s o l u t i o n  the a n t i c i p a t e d  source of such financing and the 

a p p r o x i m a t e  amount of n o n - R E A  b o r r o w i n g  as d e t e rmined by the 

board. (See sample board re s o l u t i o n  attached.)

E. T o  fac i l i t a t e  the simul t a n e o u s  p r o c e s s i n g  of loan a p p l i c a t i o n s  

by R E A  and other lenders, the board of directors upon d e t e r­

m i n i n g  the source and a p p r o x i m a t e  amount of supplemental 

financing, wi l l  need to a u t h o r i z e  R E A  to release a p p r o priate 

i n f o r m a t i o n  r e g a r d i n g  the a p p l i c a t i o n  to such other lender.

(See sample board r e s o l u t i o n  attached.)



III. Processing of Loan Application*t

▲. 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.

IV. 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 a n y 'supplemental financing.

C. Appropriate timely notification of SEA loan approvals vill alao 

be giv*n to the source of supplemental financing.

V. Loan and Security Documents;

A. REA loan and security docvssentr and instructlona for their 

execution vill be forwarded in accordance vlth 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.

VI, Budgetary Control and Advance of F u n d s ;

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.

Bulletin 20-14
Attachment B

Page 6 1



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.

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

A. 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.

B. 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 G o v e r n m e n t’s mortgegi which may be required by 

the supplemental lender, REA i ill 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 is submitted.

A t t a c h m e n t

Sample Board Resolution Requesting Concurrent Financing

Bulletin 20-14
' Attachment B

• Page 7
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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/ Multiply the 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



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.

Bulletin 20-14

Attachment B

Page 9

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, ____________________________  , Secretary o f _______

do hereby tify that the above is a true and correct excerpt from

the minutes of ♦'he 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.)

**If the source of supplemental financing is not known, substitute the 

following: on condition that a loan in the approximate amount of

$__________  , 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-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 ,

he l d  on the day of . , 19___, at

which meeting a quorum was present.

S i g n a t u r e

I
(Submit two c e r t i f i e d  c~j.ies to REA)

*Lf the s ource of s u p p l e m e n t a l  f i n a n c i n g  is not known, s u b s t i t u t e  the

following: on c o n d i t i o n  that a loan in the a p p r o x i m a t e  a m o u n t  of S ,

w i t h  the same m a t u r i t y  as p r o v i d e d  in the R EA loan, be o b t a i n e d  fr o m  a 

s u p p l e m e n t a l  s ource or sources, u n d e r  terms and c o n d i t i o n s  s a t i s f a c t o r y  

to the A d m i n i s t r a t o r ,  for the b a l ance of the f i n a n c i n g  n eeded in c o n n e c t i o n  

w i t h  the a b o v e - d e s c r i b e d  f a c i l ities. v

* * I f  the s o u r c e  of s u p p l e m e n t a l  f i n a n c i n g  is not known, this p o r t i o n  should

be s u b m i t t e d  later as a s e p a r a t e  resolution.



(7) "reconnaissance study” means a study conducted for the purpose 
o f assessing the present and future electrical and therm al energy needs 
o f an area under AS 44.83.177;

(8) "feasib ility study”
(A) means a study conducted fo r the purpose o f establishing the 

economic and environmental practicality o f completing a proposed 
power project under AS 44.83.181;

(B ) includes engineering and design work to meet the requirements 
for submission o f a license application fo r a proposed new project to the 
Federal Energy Regulatory Commission;

(9) "small-scale power production facility” means a facility which, 
by design, is to produce less than 25 megawatts o f power. (§ 1 ch 278 
SLA 1976; am §§ 21, 22, ch 156 SLA  1978; am §§ 26, 27 ch 83 SLA 
1980; am §§ 10, 11 ch 133 SLA 1982)

E ffect o f a m e n d m e n ts . — The 1982 th e  definition set out in the main pam phlet
am endm ent, effective Ju n e  25, 1982, sub- and substituted "electrical and therm al
slitu ted  the p resen t definition for "power energy needs" for "power needs" in para-
project” or "project" in paragraph  (4) for g raph (7).

Article 7. Susitna River Hydroelectric Project.

Sec. 44.83.325. Restrictions on contracting.

§ 44.83.325 A la s k a  S t a t u t e s  S u p p le m e n t  § 44.83.361

E d ito r 's  n o te . — Section 21, ch. 133, 
SLA 1982, provides: "N otw ithstanding the 
provisions of AS 44.83.325, the A laska 
Power A uthority  may en ter into contracts 
under AS 44.83.300 — 4-1.83.360 for p re ­
lim inary  work w ithout th e  approval 
required by AS 44.83.325. In  this section, 
'p relim inary  w ork' means th e  preparation 
of plans and s tud ies and th e  preparation 
nnd subm ission of license applications, as 
well as other types of work, tha t m ust 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 A laska 
Power authority  to  en ter into contracts for 
the actual construction of the Susitna 
R iver hydroelectric project or for the prep­
aration  of the 6iU? of the Susitna River 
hydroelectric project w ithout the ap». oval 
required by AS 44.83.325.”

A rt ic le  8. R u ra l E le c tr if ic a t io n  R e vo lv in g  L oan  F u n d . "I

S ec tio n
361. Rural electrification revolving loan 

fund
363. Loan advisory comm ittee

Sec. 44.83 .361 . R u ra l e le c tr ific a tio n  re v o lv in g  loan  fund , (a) 
The ru ra l electrification revolving loan fund is established in the 
A laska 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 authority may make loans from the ru ra l electrification 

revolving loan fund to electric utilities certified by the A laska Public

U tilities Commi 
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§ 44.83.363 S t a t e  G o v e r n m e n t § 44.83.363

Utilities Commission. A loan from the fund may be made only for the 
purpose o f extending new electric service into an area o f the state that 
an electric u tility  may serve under a certificate o f public convenience 
and necessity issued by the A laska Public U tilities Commission. A loan 
may be made from the fund to an electric u tility  i f  the utility 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 by the extension o f 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

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

(c) A loan from the ru ra l electrification revolving loan fund shall 
bear an annual rate o f interest o f two percent o f the unpaid balance of 
the loan.

(dV W ien a loan is made by the authority under this section, the 
electric u tility  receiving the loan

(1) sha ll, in addition to the rates that it is authorized to charge, 
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 annua lly  an amount equal to
(A) interest o f two percent on the unpaid balance o f the loan; and
(B) payments on the unpaid balance o f the principal o f the loan for 

each new consumer served by the electric sendee during the preceding 
year for which the loan was made; payments on the unpaid balance of 
the principal o f the loan sha ll be made a L a rate equal to the difference 
between the actual cost o f making the service connection to the con­
sumers and the minimum investment per consumer required o f the 
utility before a loan is made under (b) o f this section.

(e) The authority shall
(1) adoot regulations necessary to carry out the provisions o f this 

section;
(2) adm inister the ru ra l electrification revolving loan fund; and
(3) submit to the leg islature within the f.rr* 10 days o f each regu lar 

legislative session a report o f actions taken by the authority under this 
section and an accounting o f the ru ra l electrification revolving loan 
fund. (S 1 ch 118 SLA 1981)
. Sec. 44.83.363. I-oan a d v iso ry  com m ittee. .When an application 
for a rural'e lectrificaum i loan is submitted to the authority under AS
44.83.361, the authority sha ll appoint a local advisory committee from 
persons residing in the area that the applicant u tility is certified to 
serve. The loan advisory committee sha ll 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 sha ll be based on a determ ination that development in the area
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§ 44.83.380 ' A l a s k a  S t a t u t e s  S u p p l e m e n t § 44.83.382 § 44.83.384
o f the proposed extension o f e> iciric service is like ly  to provide for fu ll 
repayment o f the loan und AS 44.83.361(d) within 10 years. In 
making that determ ination he committee shall consider

(1 ) permanence o f the y -mises to be served by the extension;
(2) land use patterns h the area;
(3 ) access fo r the line chat would be installed with loan proceeds;
(4 ) ava ilab ility  o f o ln e r utility service in the area; and
(5) the economic feasibility of the extension o f electric service with 

the proceeds o f the loan. (§ 1 ch 118 SLA 1981)

A rtic le  9. E n e rg y  P ro g ram  fo r  A laska .
SectionSection

380. ProgTum established
382. Power developm ent fund established
384. Use of fund balance

366. Investm ent of fund
388. A llotment to projects
390. Reappropriation of fund balance

392. Lapse of excess appropriations 
394. Revenue requirem ents 
396. Operation of power project 
398. Sale of power from power project 
400 Energy conservation 
425. Definitions

Sec. 44.83.380. P ro g ram  estab lished , (a) The energy program for 
A laska is established. The program shall he administered by the 
A laska Power Authority.

(b) The energy program for A laska is a program by which the 
authority may acquire o r construct power projects with money appro­
priated by the leg islature to the power development fund established 
in AS 44.83.382. A power project may be acquired or constructed as 
pari o f the energy program for A laska only i f  the project is submitted 
to and approved by thy legislature in accordance with procedures set 
out in AS 44.83.177 — 44.83.187.

(c) '1'he provisions o f AS 36.10.010 — 36.10.125 apply to power 
projects constructed by the authority under AS 44.83.380 —  44.83.425. 
(AS 44.S3.400; f  1 ch 118 SLA 1981)

H cvldor’i. n o te s . — A reference to AS 
44.83.400— 44.83.510 was changed to AS 
44.83.380 — 44.83.425 by the revisor of 
sUitutes pu rsuan t to AS 0105  031 to con­
form to the renum bering of th is iirticlc.

E d ito r 's  notcx . A$ enacted ibis sec­
tion was designated AS 44.83. HE and was 
renum bered by the revisor ■ sta tu tes 
under AS 01,05.031

Set.. 44 .83.382. P ow e r deve lopm en t fund estab lished , (a) A 
power development fund is established in the A laska Power Authority 
to carry out the purposes o f the energy program for A laska (AS
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 o f power that arc not required 

by law to he deposited into the generul fund. (AS 44.83.410; § 1 ch 118 
SLA 1981)

i R ev iso r 's  no tes . 
44.83.400 — 44.83.5 
was changed to AS 4 
bv the revisor of sts 
01.05.031 to conforn 
of this article.
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EXISTING STATUTE

Rur a l  E l e c t r i f i c a t i o n  
R e v o l v i n g  Loan Fund

SB 32

R e v o l v i n g  Loan Fund 

SB 1A 0

! A d m i n i s t e r i n g  
Agency

• Al aska Power A u t h o r i t y  (APA) APA Depart ment  o f  Commerce

Loan Purpose Ex t e nd i ng  new e l e c t r i c  
s e r v i c e  i n t o  an area 
of  the s t a t e

same as e x i s t i n g  
s t a t u t &

-  f i n a n c e  c a p i t a l  i mprovement ,  p l a n t ,  or 
f a c i l i t y

-  i mprove and expand s e r v i c e s
-  meet s h o r t - t e r m  or i n t e r i m  c a p i t a l  need 

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

I n t e r e s t  Rate 21 21 51
To match terms o f  f e d e r a l  
Rur al  E l e c t r i f i c a t i o n  
A d m i n i s t r a t i o n  l o a n s .

Maximum Term 
o f Loan

10 years 30 years 35 years

S B A 1
i n i t i a l  a p p r o p r i a t i o n  of  $ 20 , 0 0 0, 0 0 0  to 
the l oan fund Repayment o f  p r i n c i p a l  
and i n t e r e s t  to the l oan f und.

NOT I?: The? Rur al  E l e c t r i f i c a t i o n  Re v o l v i n g  Loan Fund lias had l i t t l e  use by u t i l i t i e s  s i n c e  I t s  
I n c e p t i o n  in 1981.  The r e g u l a t i o n s  adopted by the Al’A r e g a r d i n g  term and s e c u r i t y  are not  
f a v o r a b l e  to the u t i l  i t i c s .  At i t s  r ecent  Board meet i ng,  i t  wa.s deci ded t h a t  a s e r i e s  of  p u b l i c  
h e a r i n g s  would be hel d f or  s u g g e s t i o n s  on how the program coul d be improved

s u e  a  : : i !  =11 i iili : ;ii : ; : i - I ! i Siij L ;; : MI; !•‘ I iU* •?; j ;j j ; j j j j ;| j;  1; j j jj j[ j|{j ijig |j j j |f j j j; j j |j | j jj j j j| j j jj j j jj !f p j j |



MAK ii 7 1 9 8 5  F I S C A L  NUl'K r t t e v i s i o n  u a i e  . i ^o j

S -* •
I k /  R E Q U E S T  , II. F I S C A L  D E T A I L

B i l l / R e s o l u t i o n  No: SB 140___________________  A g e n c y  A f f e c t e d :  D e p a r t m e n t  of R t v e n u e ___

T i t l e :  Est. E l e c t r i c  C o o p e r a t i v e ____________ P r o g r a m  C a t e g o r y  A f f e c t e d :  R e v e n u e _________

R e v o l v i n g  L o a n  F u n d ______________________________  C o l l e c t i o n  &. M a n a g e m e n t _________________________

S p o n s o r :  F a h r e n k a m p ___________________________  BRU, P r o g r a m  o f 'S u b p r o g r a m ( s )  A f f e c t e d :

R e q u e s t o r :  S e n a t e  R e s o u r c e s  C o m m i t t e e  T r e a s u r y  M a n a g e m e n t ______________________________

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  of D o l l a r s )

1 1 FY 83 1 FY 84 1 F Y  85 1 F Y  86 1 F Y  87 • 1 FY 88

1 O P E R A T I N G  : L_ I 1 1

| 1 0 0 P E R S O N A L  S E R V I C E S  | ’ - - 1 1 1 1

| 2 0 0 T R A V E L  j - 1 1 - 1 1 -

| 3 0 0 C O N T R A C T U A L  | . - - 1 1 1 1

| 4 0 0 C O M M O D I T I E S  | - 1 1 ~ 1 1

| 5 0 0 E Q U I P M E N T  j - 1 - 1 1 1 1 -

| 6 0 0 L A N D S  &  S T R U C T U R E S  j - j - 1 1 1 1

| 700 

1

G R A N T S ,  C L A I M S ,  ETC. | - !

I 1

1

1

1

1

1

1

1

1

1 T O T A L  O P E R A T I N G  1 - 0 -  | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

1 C A P I T A L  1 - 1 — 1 1 1 1

1

F U N D I N G

R E V E N U E  I - I 

( T h o u s a n d s  of D o l l a r s )

1 I 1 1

| G E N E R A L  F U N D  | - 0 -  | - 0 -  | - 0 -  | -0 - | - 0 -  | -0 -

j F E D E R A L  F U N D S  j | - j  - |  - |  - j

j O T H E R  ( S p e c i f y  S o u r c e )  | - | - | - | - | - | -

P O S I T I O N S :

| F U L L - T I M E  

| P A R T - T I M E  

j T E M P O R A R Y

III. S O U R C E  O F  F U N D S  T O  O F F S E T  F I S C A L  I M P A C T  O F  BILL:

IV. A N A L Y S I S :  A t t a c h  a s e p a r a t e  p a g e  f o r . a n y  A n a l y s i s .

I >>.// ,/\ J
P r e p a r e d  Bv: C a t h v  A. Poe \ ' I !' Phone: 4 6 5 - 2 3 5 0

D i v i s i o n : T r e a s u r y
•

Date: 3 / 2 5/ 8 3

A p p r o v e d  by C o m m i s s i o n e r : \ V = Date: 3 { 2 £'\&3

D e p a r t m e n t : R e v e n u e  \ J
'T —

D i s t r i b u t i o n :

O r i g i n a l  to L e g i s l a t i v e  F i n a n c e

C o p y  to O f f i c e  of M a n a g e m e n t  a n d  B u d g e t  (for L e g i s l a t u r e  i n t r o d u c e d  bills) 

C o p y  to D e p a r t m e n t  (for G o v e r n o r  i n t r o d u c e d  b i l l s )

C o p y  to S p o n s o r

C o p y  to R e q u e s t o r  (if d i f f e r e n t  f r o m  S p o n s o r )



ANALYSIS:

The h ighest rate of return Department of Revenue would earn on loans in  th is 
program would be 4 1/2% due to the terms of the b i l l .  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 d ifference in  earnings.

This method of funding loan programs without appropriations results in a loss 
of le g is la t iv e  and executive contro l.

Purchase of these loans would reduce the l i q u id i t y  of the general fund because 
these loans are not re ad i ly  marketable. With there being s ig n if ic a n t  r is k  of 
declines in o i l  prices and State revenues, th is  is  inadv isab le .
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