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M E M O R A N D U M  February 23, 1984-----------------------

SUBJECT: SB 443 - rural electrification loan fund

TO: The Honorable Bettye Fahrenkamp, Chair

Senate Committee on Resources

FROM: Senator H. Pappy M o s ^ ^ n j j j /

I would like to request that Senate Bill 443 - an act relating to the 

rural electrification loan fund, be scheduled in Senate Resources 

Committee as soon as possible. The bill makes it possible for rural 

electrical co-ops to provide service to new consumers in a timely 

and economically feasible manner, and as such is of great interest to 

rural electrical cooperatives statewide.

Thank you for your consideration.



SB 443

S e c t i o n a l  A n a l y s i s

S e c t i o n  1 s t a t e s  the l e g i s l a t i v e  intent that this p r o g r a m  is to 

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

r u r a l  areas.

S e c t i o n  2 p r o v i d e s  tha t l o a n s  m a y  b e  m a d e  to p u b l i c  u t i l i t i e s  to 

b u i l d  d i s t r i b u t i o n  l i n e s  into r u r a l  a r e a s  not  r e c e i v i n g  e l e c t r i c  

s e r v i c e  if (1) the l o a n  is r e c o m m e n d e d  by a lo a n a d v i s o r y  c o m m i t t e e ,

(2) the l i n e  e x t e n s i o n  w i l l  s e r v e  at l ea st  t h re e c o n s u m e r s  in its 

f ir st ye ar  and (3) the u t i l i t y  ha s  a c e r t i f i c a t e  fr o m the A P U C  to 

s e r v e  that area.

S e c t i o n  3 p r o v i d e s  that the u t i l i t y  s h a l l  c o l l e c t  2% i nt er e s t  on

thi s lo an  fr o m its c o n s u m e r s  s e r v e d  by the line  e x t e n s i o n  and

s h a l l  pa y that i n t e r e s t  to the A P A  a n n u a l l y  wit h its p r i n c i p a l  

p a y m e n t .  Th e  p r i n c i p a l  r e p a y m e n t  f o r m u l a  is g e a r e d  to the n u m b e r  

of n e w  c o n s u m e r s  b e i n g  s e r v e d  by this l i n e  e x t e n s i o n  r a t h e r  than 

co a s p e c i f i c  t e r m  of years. Th e  c o s t  of the line  is d i v i d e d  into 

u n i t s  c o n s i s t i n g  of its a v e r a g e  c os t per 350 feet (the a p p r o x i m a t e  

d i s t a n c e  of a sp a n of line). T h e  u t i l i t y  r e p a y s  on e unit of the

p r i n c i p a l  for ea c h n e w  c o n s u m e r  s e r v e d  by  the line.

S e c t i o n  4 v e s t s  the a d m i n i s t r a t i v e  a u t h o r i t y  w i t h  the A P A  and r e­

q u i r e s  an a n n u a l  r e p o r t  to the l e g i s l a t u r e .

S e c t i o n  5 d e f i n e s  the t e rm s us e d in this l e g i s l a t i o n .



S e c t i o n  6 l i m i t s  the a m o u n t  of a lo a n to the a m o u n t  n e c e s s a r y  to 

b u i l d  an o v e r h e a d  line, b ut  a m o r e  e x p e n s i v e  m e t h o d  of  c o n s t r u c­

tion m a y  b e  used if the a d d i t i o n a l  c o s t  is f i n a n c e d  f r o m  s o m e  

o t h e r  s ou rce . T he  u t i l i t y  is r e q u i r e d  to i nv e s t  f r o m  o t h e r  

s o u r c e s  o n e  uni t of c o s t  (the a v e r a g e  c o s t  for 350 feet of line) 

for e a c h  c o n s u m e r  to b e  s e r v e d  in the fi rst year.

S e c t i o n  7 a u t h o r i z e s  the e x e c u t i v e  d i r e c t o r  of the A P A  to a p p o i n t  

a lo an  a d v i s o r y  c o m m i t t e e  f r o m  r e s i d e n t s  of the a s s i g n e d  s e r v i c e  

a r e a  of the a p p l i c a n t  u t i l i t y .  Th e  c o m m i t t e e  h a s  the r e s p o n s i b i l  

ity to a d v i s e  w h e t h e r  or not d e v e l o p m e n t  of the a r e a  in q u e s t ' o n  

is l i k e l y  to o c cu r r a p i d l y  e n o u g h  to p r o v i d e  full r e p a y m e n t  of 

the loan w i t h i n  20 years.
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