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Introduced: 1/13/71

Referred: Commerce and
Finance
IN THE HOUSE BY KERTTULA AND MORAN

HOUSE BILL NO. 49
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIR.ST SESSION
A BILL
For an Act entitled: "An Act relating to electric development loans."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 45 is amended by adding a new chapter to read:
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CHAPTER 90. ELECTRIC DEVELOPMENT LOANS.

Sec. 45.90.010. DECLARATION OF POLICY. It is the policy of this
chapter to promote the more rapid development of a transmission system
for electric energy and power throughout the state by means of long—
term low interest loan3 for the purchase and installation of electric
distribution and transmission lines and associated equipment.

Sec. 45.90.020. POWERS OF THE DEPARTMENT OF COMMERCE. The
Department of Commerce may

(1) If other credit is not readily available on reasonable
terms, make loans to persons for the purchase and installation of elec—
tric distribution and transmission lines and associated equipment;

(2) designate agents and delegate Its powers to them as

necessary;

(3) adopt rules and regulations necessary to carry out its
functions;

(4) establish amortization plans for repayment of loans,
which may Include delayed payments of principal and Interest for not to
exceed five years;

(5) enter Into agreements with private lending institutions,
other state agencies or agencies of the federal government, to carry

nut the purposes of this chapter.

-1- HB 49



Sec. 45.90.030. LIMITATION ON LOANS. A loan provided for
under this chapter may not exceed $1,000,000. A loan may not run
longer than 35 years nor bear interest exceeding five per cent, and
it shall be secured by a real estate or chattel mortgage, or by both.

Sec. 45.90.040. CREATION OP FUND. There 1is created an electric
distribution and transmission line fund which shall not exceed
$5,000,000 to carry out the purposes of this chapter.

Sec. 45.90.050. ADMINISTRATION OP FUND. The commissioner of

commerce shall administer the loan fund.
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An Act relating to electric development IloantS-."

Committee Report
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PROPOSED COMMITTEE SUBSTITUTE
HOUSE BILL NO. <9

For an Act entitled: "An Act relating to electric development loans.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
ASection 1. AS iI5 is amended by adding a new chapter to read:
CHAPTER 90. ELECTRIC DEVELOPMENT LOANS.

Sec. 1]5.90.010. DECLARATION OF POLICY. It is the policy of this
chapter to promote the more rapid development of a transmission system
for electric energy and power throughout the state by means of long—
term low interest loans for the purchase and installation of electric
distribution and transmission lines and associated equipment.

Sec. 115.90.020. POWERS OF THE DEPARTMENT CF COMMERCE. The
Department of Commerce may

(1) if other credit is not readily available on
terms, make loans to persons for the purchase and installation of
electric distribution and transmission lines and associated equipment;

y (2) designate agents and delegate its powers to them as

necessary,;

(3) adopt rules and regulations necessary to carry out
its functions;

(4) establish amortization plans for repayment of loans
[which may include delayed payments of principal and interest for
not to exceed five year”j;

(5) enter into agreements with private lending institutions,
.other state agencies or agencies of the federal government, to carry
out the purposes of this chapter.

Sec. 115.90.030. LIMITATION OF LOANS. (a) A loan prcvided for

under thischapter may not exceed $1,000,000. A loan may not run

longer than 35 years nor bear interest exceeding [five] six per cent,
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and it shall be secured by a real estate or chattell mortgage, or by
both The loan may not exceed 75 per cent of the appraised value
(b) these loans are limited to matching Federal funds
Sec. *15.90.0*10. SALE OR TRANSFER OF MORTGAGES AND NOTES. (a)

The commissioner of commerce may sell or transfer at par value or

at a premium or discount to any bank or other private purchaser for

cash or other consideration the mortgages and notes held by the

Department of Commerce as security for loans made under this chapter
The commissioner of commerce may sell or transfer at par

value to the Department of Revenue the mortgages and notes held by

the Department of Commerce as security for loans made under this chapter

The Department of Revenue shall purchase all such mortgages and notes

offered, fallowing the Department of Commerce a one-half of one per

cent service fee].

CREATION OF FUND. There is created an electric

distribution and transmission line fund which shall not exceed

[$5000000] $1000,000 to carry out the purposes of this chapter.
Sec. 1J5.90.060. ADMINISTRATION OF FUND. The commissioner of

commerce shall administer the loan fund



745-3231 BOX G
PALMER, ALASKA 99645

February 6, 1971

House Commerce Committee
State of Alaska
Juneau

Subject: Testimony related to HD 49
"An Act Related to Electric Development Loans"

Honorable Chairman and Legislators:

My name is Willard Johnson. | an General Manager of Matanuska Electric
Association, Inc., which is a Rural Electrification Administration financed
electric cooperative. We serve about 4,500 consumers over some 362 miles
of electric line in the communities of Eagle River, Dirchv.'ood, and Palmer
as well as the whole of the Matanuska Valley and extensive areas in the
Susitna Valley. We have over 9 million dollars invested in electric facil-
ities.

Like most Alaskan electric cooperatives, cur growth rate in the last few
years has far outstripped the national average, MEA's 1970 growth exceeds
12« as compared to the T> annual growth utilities traditionally report.

To keep pace with the demand for electric service in the last two and one-
half years, HEA spent $1,230,000 on new lines, substations, and service
drops. AIll we did was keep pace with demand. We were unable to build any
significant reserve capacity. Last month the system peak demand was 26*
above January's peak one year ago.

We are forecasting that in the next 30 months MEA will need to spend
$2,400,000 on the construction of new lines and other system improvements
to supply the demands of new consumers as well as the increasing needs of

existing consumers.

MEA's last loan granted by REA was trimmed from about $1.7 million to about
$955,000. It took a full year from the date of application until funds
were released. The reduction of funds left large areas unserved and a lot
of people are without central station power today in the Matanuska-Susitna
Valleys.

On the national scale the Rural Electrification Administration faces stag-
gering demands for loan funds it cannot begin to supply. A survey just
completed by the National Rural Electric Cooperative Association reveals that
in the 13 month period starting January 1, 1971, there will be requests by
the Nation's electric co-ops totaling $1.1 billion. Of that amount the



House Conwerce Committee
Testimony related to 1IB 49 February 6, 1971

Alaska co-ops need $23.7 million.

Congress sent a $360 million appropriation bill to the President for his
signature. Because of the administration's past refusals to loan the full
appropriations, it's unlikely that i.ore th n about $345 million will actually

get to the co-ops. A lot o* people aren't going to get the lean funds they
desperately n e e d . — "

To further complicate things the REA has adopted new criteria that cuts down
the borrower's operating flexibility.

1. The amount of operating reserve allowed has been cut from 15
to 8" of capital investment.

2. The past practice of making 2-year loans has been cut to one
year's construction requirements. It's almost a continuous
struggle for loan funds.

3. ilany co-ops have been told that they may no longer expect to__
~get"l00% REA loans—they must go elsewhere for the .balance--—--
* or their needs. Tin's may be the newly formed National Rural
Utilities Cooperative Finance Corporation, the open market,
or other loan sources. TEA is one of the co-ops whioh is
looking elsewhere.

The National Rural Utilities Cooperative Finance Corporation was formed by

a number of the cooperative leaders from across the Nation. It is now making
loans, and this is helpful. But it will be many years before it can begin
to fill the gap, if ever.

The above facts are presented to explain the very critical money problem

the Alaska electric cooperatives face today and the great need for additional
sources of low-cost long-term loans to construct electric lines and facilities
needed to supply the soaring Alaska demand.

With skyrocketing labor and material costs, Alaska utilities have had a
hard struggle to hold down the electric rates that in many cases are already
high by some standards. Up to now the availability of low interest lean
funds has been a major factor that has made it possible to construct lines
to farms, homes, businesses, and homesteads. If Alaska is to compete with
other states, it must have an abundance of low-cost electric power.

The job of providing the fast growing needs of Alaskans for electric power

is only in its infancy—Ilike our needs for roads, ships, and housing. This
means that immense amounts of new plant including electric lines, substations,
and generation will be needed to supply Alaskans and their industry in the

immediate years to come.

Without the supporting electric utilities, Alaska's progress will not go
forward. Without large amounts of loan funds, Alaska's utilities will not
be able to meet the demands.



February 6, 1071

Sources from which to obtain lov.'-cost long-term loans are desperately

The Legislature of the State of Alaska in setting up a loan fund
such as rronosed hv ilk W :ias a unione oonortmrtv (0 nclo every /.lasr.an.
Mot by giving out grants of money but I'n making supplementary loans to the
electric utilities that will bo repaid—principal ana interests Utilities
are people or tlie State who will be benefited and who will repay the loans.

It is suggested that the wording of Section 415.90.040 be amended to read
as follows:

CREATION OF FUND. There is created an electric distribution and
transmission line fund to which the State Legislature is author-
ized to appropriate sums from time to time as it may determine to
be necessary for the purposes of this Chapter 90 as herein provided.

aentlemen, | respectfully urge your favorable support of HB /9 and HD 50.
Thank you.
Willard il. uohns&i, P.E.

General Manager
Matanuska Electric Association, Inc.
Palmar, Alaska
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February 2, 1971
110

Honorable Jalmar M. Kerttula, Chairman
House Conr.ierce Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99301

Dear Jay:

We are pleased to respond to your five questions concerning House Bills
49 and 50, as requested in your letter of January 25, 1971. |In so doing,
| am sure you recognize that we are not offering testimony for or against
these bills, but merely answering your questions as best we can.

1. What ii the current and projected availability of federal financing
for electric development in Alaska?

As an investment intensive industry, electric development has large finan-
cing requirements. In the absence of complete records, our rough estimates
indicate that the present electric power investment--utility and non-util’
ity--in Alaska is about $300 million, that new investment in each of 1970
and 1971 is or will be $30 million, that annual financing needs will rise
to about $60 or $70 million per year by 1935. Total new investment by 1935
is expected to be about $750 million. Thus the sum of existing and the
1971-1935 prospective investment will bring total investment to somewhat
over $1 billion.

In the past most of the electric power investment has come from Federal
sources, led by the Rural Electrification Administration for loans to its
13 borrowers, including AVEC; the Defense Department budget for its numerous
installations; the Bureau of Reclamation, now APA, for the Eklutna Project;
the Corps of Engineers budget for the Snettisham Project; and other Federal
budgets such as FAA, 3IA, and the Coast Guard. Probably about SO percent of
existing electric facilities has been financed from Federal sources.

The largest single Federal source has been REA. From 1941 to June 30, 1970,
REA has approved $155,373,196 in loans, of which $128,236,621 has been
advanced. New loans of about $12 million have been made since June 30, 1970.



The prospective availability of RCA loans in the future ir, problematic,
as you Know” || mdupl'llus on appropriations from Conqress. The back log
of REA loan applications keeps growing. The Cooperative Financing
Corporation (CFC) was established by the REA borrowers of the nation to
provide supplemental financing. i

The only Federal hydroelectric project in Alaska is the 30,000-kilowatt
Eklutna Project which was completed in 1955. The 70,000-kilowatt Snettisham
Project under construction by the Corps of Enqgineers will be the second
Federal hydroelectric project when completed in 1972.

Aside from minor additions at Defense, FAA, BIA, and other Federal instal- .
lations, no significant Federal power investments are presently scheduled.

Non-Federal electric investments in Alaska include the municipal electric
systems; private electric utility systems; the two pulp mills; the petroleum
industry; small isolated industrial plants such as canneries, mines and
sawmills; and some installations of the State of Alaska.

On balance, the availability of Federal financing for electric development
in Alaska appears to be insufficient considering the large size of future
capital requirements.

2. REA has agreed to share first mortgages with CFC financing. Would
such arrangements also be applicable to State programs?

This question has two parts. Until last year, the State of Alaska Chapter
25, Electric and Telephone Cooperative Act, generally limited the cooperative
borrowing authority to Federal loans. In Chapter 118, the Legislature amended
Chapter 25 to enable a cooperative to borrow money from any source includino

REA. '

The second part of the question we cannot answer. This could be referred
to REA or one of the cooperative attorneys.

3. Is there an additional financing need by applicants who gain favorable
feasibility studies from agencies such as REA or BIA but for which Federal
financing is unavailable?

This question has several facets. Feasibility studies can be made by indi-
vidual electric systems, consultants and others. A project wh.ch is feasible
under two percent financing may not be feasible at five percent. REA approves
feasibility studies for its loan program and can approve a proposal for
outside borrowing.

Another facet relates to timing. The short Alaska construction season, an
emergency situation, or a unique opportunity to serve an attractive new
electric load on short notice may call for fast action. Also, REA lending
ability varies depending on availability of appropriations and the urgency
of other loan requests across the nation.



In light of these comments, the answer to this question is yes.

The question should also be split between snail and large loans. For
example, a small municipal electric system ray need $50,000 to extend
outside the city limits to reach a cluster of homes or other electric
load center. Situations exist where a small loan is harder to get than
a larger loan or bond issue. The availability of a flexible, prompt
loan source ray be helpful. This point relates particularly to the many
small, isolated electric systems of Alaska.

4. Are there any changes or additions you v/ould recommend in the wording
of these bills?

House Bill No. 49 nay be restrictive in respect to the types of borrowers
and in respect to purposes of the loans.

It refers to persons as the prospective borrowers. This may preclude muni-
cipalities, for example, particularly very small towns and hamlets which
nay need loans.

As to purposes, the loans are limited to electric distribution and trans-
mission lines and associated equipment. This language might need to be

broader if it is intended to include generation equipment, general plant
such as an office building, pole yard, and warehouse, and operating and

maintenance equipment.

5. Recognizing already existent Federal expertise in project evaluation,
what arrangements might help minimize administrative duplication?

Administrative duplication appears to be a small risk compared to the need

for institutions and procedures for making competent studies, again particu-
larly for the smaller, isolated communities and situations. These situations
tend to be too small to reach the status of a Federal project report procedure.
These need an abbreviated, low cost method with particular awareness of

local, Alaska conditions.

In closina, may | reaffirm our desire to cooperate with you and your Comittee
in this matter.

Sincerely,

Robert W. Ward
Administrator
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4,964,427
3,445,23.1
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rMorr *y1iID GENERATION -- PUBLIC UTILITIES

Gas 2/
Steam Diesel Turbine Total lionutilitios
* 1956 90,005 30,579 19,733 0 100,318 250,000 (05°<
(506) (336) (306)
1957 51,600 55,575 21,623 0 111,803
(to/) (526) (196)
1950 56,coo0 135,575 21,531 0 111,709
(136) (1) (216)
1959 60,225 35,575 26,079 0 121,579
(-99) (296) (216) -
i 960 6c, 225 3/ 32,675 29,159 0 122,559
(196) (276) (276)
1961 62,225 32,375 35,595 0 113,695
(556) (226) (236)
1962 0. M09 52,375 <H. 993 12,600 169,963
(136) (196) (256) (36)
1963 32,300 32,375 to, 363 39,700 202,213
(116) (166) (236) (206)
196L 32,300 32,750 to, 482 51,050 218,532
(35% (156) (236) (256)
1965 52,225 32,750 59,137 63,100 212,812 265,720
(3to0) (136) (216) (236)
1906 9pj_ -§ 32,750 69,273 69,500 251,113
(325-) (136) (276) (286)
1967 ;) 70,cCO . 52,750 31,02~ 69,900 260,273
(2955) (136) (316) (276)
1963 73,700 glf fren 39,533 116,700 339,033
(2555) (166) (266) (316)
1969 5, 76,600 0 Tea 93,963 116,700 317,013
(22-6) (166) (236) (316)
1970 76,600 71,750 123,256 131,950 106,596 6/ 337,952
(196) (166) (3055) (336)

1/ Pi2®™year of fi,rst federal project (pklutna)
s"/ i;0 year by year nonutility data is avallable- only vhat vas coliected for the
nm he—,or Survey in 1965 and kr.ovn additions collected for the 1970 total.

3/ 27001:; in stearlunita retired at Sitka.
7/ i>025kv  in hydro univs flooded out at Chatar.ika.
5/ 2100kv in hydrounits flooded cut at Ketchikan.

0/ Includes about 37,000 kv of oil and sasfield equipment. APA
Jan. 23, 197:
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ALASKA PUBLIC UTILITIES

Installed Generation - Yearly Growth by Type

400
350
Totai installed generation of
Aiaska public utilities-*
300
Gas 250
Turbine
200
Diesel
100
Steam
50
Hydro

(Includes 30,000 KV/ Federal Ekutna Powerplant)

57 58 59 60 61 62 63 64 65 66 67 66 69 70

YEAR ALASKA POWER ADMINISTRATION
JANUARY 1971
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GENERATION

INSTALLED

TOTAL INSTALLED GENERATION
Utility and Nonutility

Alaskan
lotai..

Nonutility -x

Uti lity

0 1
1956 57 5S 59 60 61 6263 64 55 66 67 68 69 70
YEAR

X No definite data available up to that of 1965 for the
Al aska Power Survey

X-X 1970 data includes about 37,000 KW for the oil end gas
field installations.

ALASKA POWER ADMINISTRATION
JANUARY 1971
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745-3231 BOX G
PALMER, ALASKA 99645

February 4, 1'7l7

The Honorable George Hoiiman

Chairman of Finance Committee

House of P,epresentatives

State of Alaska

Juneau, Alaska 99801

Dear Mr. Hohman:

Attached is a testimony in support of HB 49 and HB50 v/hich I,

representing iiatanuska Electric Association, Inc., have prepared.

Your consideration of it will be greatly appreciated.

Mil la
General

c: The Honorable Jalmar Kefttula



Matanuska

745-3231
PALMER, ALASKA 99645

February 4, 1972

House Finance Committee
State of Alaska
Juneau, Alaska 99801

Subject: Testimony Related to HB49
"An Act Related to Electric Development Loans"

Honorable Chairma , and Legislators:

ily name is Hillaru Johnson. | am General Manager of Matanuska
Electric Association, Inc. of Palmer, Alaska. MEA is a Rural Electrification
Administration financed electric cooperative. Wo serve approximately 5,000
consumers over 916 miles of electric line. The service area includes the
whole Matanuska Valley and a substantial amount of the Susitna Valley. It
contains the communities of Eagle River, Birchwood, Palmer, Wasilla, Big Lake,
Willow and Talkeetna. The small geroration and distribution plant in the
Village of Unalakleet on Morton Sound is also operated by fIEA. Total investment

is approximately ten and a quarter mill ion dollars.

Like all Alaskan electric cooperatives, our growth rate in the last
few years has far exceeded the National average of about 7%, or doubling every
10 years. In 1970 MEA's growth was 12%, in 1971 growth climbed to 21.9%. This
kind of expansion requires large amounts of construction capital. In 1970
MEA's construction expenditures amounted to $1,230,000 and in 1971 it was

$1,322,568 for new substations, lines and services. The 1972 budget is about



TESTIMONY by Willard Johnson, MEA Page 2
Re HI349 February 4, 1972

$2.5 million and preliminary estimates for 1973 exceed $2.4 million. Even
with tin’s kind of expenditure MEA is just barely keeping pace with upgrading
and requests within the areas already served. We are finding it most difficult

to extend into some of the outlying areas because of the lack of funds.

MEA's last loan application was submitted to REA in the amount of
$4.9 million on June 29, 1971. It included a buiget for the estimated 1972 and
1973 construction needs as wel'i as provision for part of the 1971 season which
exceeded the amounts provided in the previous loan. On December 2, 1971 REA
and CFC granted a loan in the amount of $2.5 million to provide for MEA's needs
in 1972. The requests for 1973 have been cut along with a large part of the
funds requested for the 1972 system improvements. During the time the loan was
being processed, MEA continued essential construction needed to meet the most
urgent consumer requirements. By the end of 1971 $922,000 from MEA's reserves
had been used to keep going until loan funds would be available. Very few
businesses would feel secure in drawing reserve funds down to the dangerously

low level we found necessary.

This same scarce money problem faces most of the electric utilities
in the Nation and particularly the REA financed coops who must depend on their
loans from REA. It is particularly difficult for the rural electric coops

who are limited in the money sources they can turn to.

Even though Congress appropriated $545 million, the National Admin-
istration's policy on budget and management has resulted in a controlled
release of the appropriation. Up until January 6, 1972, only $329 million
had been released. , On that date another $109 million was released leaving the

yiV
balance of $107 still being held. The NRECA and REA surveys show that the
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need for the fiscal year of over 3$809 million.

In view of the Administration's policy REA, of necessity, has had to
employ a program that results in cutting back to one-year loans and the refusal
to loan funds for system improvements except in che most critically needed
cases. They have also had to delay the release of loan funds in some cases.

This is indeed a burden for Alaskan coops who are fared with an ever accelerating
demand for service and who operate in conditions where the annual construction
season is very short. Everyone knows of the need for long-range planning to
overcome shipping and construction season scheduling. Uncertain funding under

Alaskan conditions really compounds our problems.

It is our belief that an additional source for supplemental loan
funds, such as HB49 would provide, would be of great help to the rural
electric coops in Alaska. The loan funds could go a long way in assisting
them in the job of providing the vital electric service needed for the farms,

homes, businesses and homesteads.

If Alaskan rural electric coops are going to meet the fast growing
needs for electric power, immense amounts of construction capital, to build
electric lines, substations and generation, will be needed to supply Alaskans

and their industry in the immediate years ahead.

The Legislature in considering this legislation has an opportunity to

assist one of its most vital industries in its job of building Alaska.

WILLARD HT J M, GENERAL MANAGER
MATANUSKA EL ASSOCIATION, INC.
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CTRIC ASI! X TATION, INC
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1971 1972
,a25,000 1,503,000
563,000
500,000
55,000 60,000

;500.000 2,631,000

1973

, 215,000

65,000

1,530,000

e« \V

197°*

1,587,000

70.000

1,657,000

1975
1,265,000

2,500,000

75,000

3 .0A0,000
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2 SEIorlda Avenudp, N.W.. Washington, D.C., 20000
Telephone Are?. Code 202 265-7449 \pprovcd by Board

of Directors
May 15, 1970

STATEMENT OF CFC LOAN POLICY

Foreword; This statement reflects the current judgment of the CFC
Board of Directors with respect to the matters covered thereby. It
is designed to serve as a guideline during the initial stages of CFC

operations.

CPE Corporate Purpose: As stated in its Articles of Incorporation,
the corporate purpose of CFC 1is: "to provide, secure, and arrange
financing for its members and patrons as required by them for the
planning, 1initiation and execution of their programs, projects, and
undertakings conducted in accordance with, and in pursuance of their
objectives under, the statutes of their respective places of organi—
zation and operation, in the United States of America, 1its territories
and possessions, for the primary and mutual benefit of the patrons of
the Association and their patrons, as ultimate consumers."”

Eligibility for CFC Loans: CFC loans will be limited for the present

to Class A anc Class B rural electric system members. Eligibility
for and the terms and conditions of such membership are set forth in
Article 11, flections 1 and 2 of the CFC By-Laws. Applicants for mem—

bership will be required to subscribe to Capital Term Certificates in
amounts determined by the formulas set forth in the Invitation to
Subscribe to Capical Term Certificates dated July 1, 1970.

Relationship to RFA Loan Procram:

A. CFC 1loans will be made to supplement and not supplant the REA loan
program under the following circumstances: -

1. When 1loan applications pending at REA exceed available loan
funds.

2. Where under REA loan policy the applicant cannot obtain its
full loan needs from REA.

3. For purposes within the statutory authority of the applicant
but not within the statutory authority of REA.

Where the applicant requests uhnt its loan needs be provided
wholly by CFC and demonstrates that such loan 1is required to
meet 1ts service responsibilities and that it will be able to
mpet its financial obligations thereunder.

"t DAV
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s. Loan applications for purposes for which REA loans arc made as
set forth in Paragraph V of REA Bulletin 20-2 will be given pri—
ority over loans for other purposes which are not encompassed
within REA®"s statutory loan authority but which may be under—
taken by loan applicants in accordance with their statutory
and corporate authority.

c. Since REA loan documents require REA approval of borrowers-
loans from other sources and extend the REA lien to all borrower
property, CFC loans will be conditioned upon REA approval and
agreement to accommodate the REA lien so as to give the CFC lien
equal security status, with the REA lien.

Loa:n Criteria:

A General.

1. In view of the limited loan capability of CFC in its initial
years of operation, 1its loan policies are designed to utilize
its financial resources most effectively to supplement for the
greatest possible number of its members the basic financing

.of their programs supplied by REA. CFC will therefore period—
ically budget tentative amounts of its loan capability to

meet various needs of the supplemental loan program, in—
cluding loans to meet short-term and emergency construction
needs, long-term distribution system needs, and power supply
system needs.

2. Since CFC loans will necessarily be at interest rates sub.-
stantially higher than the statutory 2% rate charged by REA,
relative agTlity of*members to pay such higher rates will be
the underlying principle determining the proportion of loan
f\md requirements of CFC members to be supplied by CFC as
supplements to REA loans. Loans will be made by CFC upon 1its
determination that the applicant has the ability to meet its
financial obligations and offers adequate security for the
loan.

B. Loans to Distribution Systems.

Two tests are established to determine applicants®™ ability to
participate in the CFC loan program and the extent of such par—
ticipation« One test relates to the applicant®s recent history
of interest coverage, 1.e. its Times Interest Earned Ratio
(TIER). The other reflects the productivity of the applicant®"s
plant investment in terms of operating revenues, i.e. Plant-

Rcvenue Ratio (PRR) . ; ; ; ; .



As used heroin, "TIER is determined as follows: (i) for each

of the latest three calendar years, add Patronage Capital and
Margins (Line A.22 on REA Form 7, rev. 10-65 or Line A.22 on REA
Form 7, rev. 10-69) to Interest. Expense (Line A. 14 minus Line 7\.15
on both REA Form 7, rev. 10-65, and REA Form 7, rev. 10-69) and
divide the total by Interest Expense; (ii) select the two years
with the highest TIER so computed,; and (iii) average the TIER

for these two years to obtain the test TIER.

As wused herein, ".ERR" is determined as follows: for the latest
calendar year, divide Total Utility Plant (Line B.3 or. REA Fornm

7) by Operating Revenue and Patronage Capital (Sjine A. 1 on REA

Form 7) 1less Cost of Power (The sum of Line A.2,3,4, and 5 on REA
Form 7). Illustrations of determinations of TIER and PRR are
presented in Exhibit A, attached hereto. -

Application of these tests will result in classification of loan
applications into the following categories:

1. No CFC Participation. A loan application from an applicant
whose Times Interest Earned Ratio (TIER) 1is less than 1.5,
or whose Plant Revenue Ratio (PRR) 1is greater than 9 will
normally not be considered eligible for a CFC loan.

Exceptions may be made in situations where a 100% CFC 1loan
is required for emergency or interim financing purposes or
where concurrent REA-CFC loans (see paragraph 2 b. below)
can be made to an applicant requesting same without unduly
impairing the over-all acceptability of the CFC loan port-—
folio as a basis for borrowing in the outside capital market.

2. CFC Participation. Loanapplications which reflect a TIER of \
1.5 or more oif*a PRR of 9 or less will generally be considered” -
eligible for (1) a 100% CFC 1loan or (2) concurrent REA-CFC *
loans.

a. 100% CFC T,oans . The following types of applications will
be considered by CFC for 100% loans, subject to CFC loan /

capability and REA loan accommodation where required:

(i) When the loan purpose 1is within the statutory *
authority of the applicant but not within REA
loan authority.

(ii) When emergency funds are required to restore ser—
vice or to provide service under circumstances re—
quiring immediate construction of facilities which
are eligible for REA financing but for which REA

funds are not immediately available.
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(iii) When the applicant specifically requests 100%
CFC financing.

(iv) When short term construction Jloans eligible for
REA long-term financing arc requested.
*, A}
b Concurrent REA-CFC Loans. It 1is anticipated that a distribu—
tion system®"s application which meets the tests for CFC

§ financing will usually result 1in loans 1in which REA and

CFC will both participate, 1i.e. concurrent REA-CFC loans.
The fractions of participation will normally reflect the
applicant®s PRR. A general ceiling will be placed on

CFC"s participation reflecting its loan capability and

this ceiling determination will be reviewed at six-month
intervals. From data presently available as to distri—
bution system loan demand and on the basis of CFC's
appraisal of its loan capabilities, it is estimated that
during the initial stages, CFC participation in concurrent
loans will not exceed 10% of such concurrent loans for those

s. € applicants having a PRR of 9 or less.

N. -J Subsequently, CFC 1loan policy will provide for CFC par—

ticipation 1in concurrent loans to reflect the varying
ability of borrowers to pay based on PRR or such other
criteria as experence may indicate to be more equitable
with a ceiling based on CFC loan capability.

CFC Loan Portfolio TIER Standards. It will be CFC"s
objective that the interest coverage of its distribution
borrowers as a group shall average not less than 2 cal—
culated on a pro-forma basis, 1i.e., taking 1into account
the interest requirements of the new loan.

Loans to Power Sunoly Systems. Because of the widely varying
circumstances and needs among power supply borrowers and their
relatively large loan fund requirements when compared to the

CFC financial capabilities, each power suj”ply applicant will
necessarily be treated on an individual basis. It is the policy
of CFC, subject to its loan capabilities and required REA ap-—
provals, to render all possible financial assistance to such
member applicants in obtaining the financing necessary to meet

their loan fund requirements, 1including such actions as: (.i)
participating with REA in power supply loans including emergency
loans;, (ii) providing limited CFC loans, that may be subordinated

if necessary to induce satisfactory direct financing arrangements
in the capital market; (iii) advising in the formulation of mem—
bers "financing plans; and (iv) providing assistance 1in arranging

capital market financing including, where feasible, appropriate

guarantees.
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100 #CFC T.onns. AIl ouch loan."; shall bo fully drawn down
in accordance with the provisions of the loan commitment

3. Concurrent Loans. Advance of the full rimount of the CPC
loan will be made after REA lias advanced 50~ of its 1loan

4. Interest Calculat.ion. CFC loans will bear interest at the
stared rate from the date of advance of funds. Vfnen CFC
funds are fully advanced, a repayment schedule for the full
amount of the 1loan will be furnished each borrower sched—
uling the amounts and due dates of each principle and
interest payment.

PronroTiont of Loans. CFC will accept payment of its loans 1in
ncv-~>-*-0 of due date to the extent consistent with the redemp—
tion and refunding provisions of 1its senior debt obligations.
Prepayment of concurrent loans, as permitted by CFC, will be
apportioned between REA and CFC on the basis of the proportion
of the participation of each in the aggregate balance outstand-—
ing of concurrent loans as of the date of prepayment.

Refir.ar.cir.c: of CFC Loans. Refinancing of CFC loans to borrowers
to reflect and provide for lower interest rates will be permitted
to the extent such refinancing does not jeopardize CFC"s finan—
cial position, 1is consistent with the redemption and refunding
provisions of its senior debt obligations and is satisfactory

to REA.

Subscription to Caoitr.l Term Certificates bv CFC Sorrowers.

Each CFC loan of 10 years or longer will include an amount equal
to 5 percent of the CFC loan to be applied to the purchase of
Capital Term Certificates of the series last issued before the
date of the loan. For shorter term loans this requirement will
be reduced on a ratable basis; i.e. to 1| percent for loans having
a maturity of 30 months or less; 2 percent for loans having a
maturity of more than 30 but no more than 60 months; 3 percent
for loans having a maturity of more than 60 but no more than 90
months; 4 percent for loans having a maturity of more than 90
but less than 120 months.

The purchase price of the certificates, together with any inter —
est accrued from the most recent interest payment date thereof

to the date of advance of CFC funds under the 1loan, will be de—
ducted from the face amount of the Iloan. Thus, a borrower re—
ceiving a $100,000 CFC 1loan will execute its note to CFC for
5100,000 and will receive at the time of the first advance of
funds thereon certificates in the face amount of $5,000 and the

sum of $95,000 in cash, as requisitioned less accrued interest
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at the rate of 3 percent per annum from the most recent interest
payment date of the certificates to the date of advance of funds.

Loan Security and honr. Documents. To the extent practicable,
standard forms of loan agreements and security instruments

will be employed to facilitate borrower understanding and out—
side investor acceptance of CFC obligations which will be sup-—
ported by the CFC 1loan portfolio. These instruments will 1in-
elude such conditions as are deemed necessary for loan security.
AlIl CFC loans will normally be secured by and share proportion-
ately with |ILEA, according to the respective REA and CFC interests,

in a first mortgage lien on the borrower®s total systenm. Bor —
rowers will be required to execute such documents and take such
actions as may be required to furnish such security. Short-ternm

and/or emergency construction loans may be made by CFC without
the full mortgage security required for long-term loans.



EXHIBIT A

ILLUSTRATIONS - DETERMINATION CF TIER AMD PRR

DETERMINATION OF TIER - SYSTEM A

L=V €)) &) 3) )

nocwesi Patronage Capital

Years Interest Expense and Margins Total TIER

1966 $150,579 $65,184 $215,763 1.43*
1967 157,047 45,885 202,932 1.29*
1968 167,096 (13,126) « 153,970 .92

* Average of 2 years with highest TIER 1.36

DETERMINATION OF PRR - SYSTEM A

1968
Total Utility Plant $14,050,544
Operating Revenue and
Patronage Capital $1,920,535
Less Cost of Power 629,820 1,290,715

PRR - $14,050,544 = 10.89
1,290,715

System A with a TIER of 1.36 (less than 1.5) and PRR of 10.89 (over 9.0)
would normally not qualify for REA-CFC concurrent loans.



PETERMTNATIOX OF TIER - SYSTEM B

Three ) ) ® (4)

LiuuOSw Patronage Capital

Years Interest Exncnse ancl Margins Total TIER

1966 $39,137 $98,702 - $137,839 3.52*
1967 40,761 102,761 143,522 3.52*
1968 41,941 94,977 136,918 3.26

*Average of 2 years with highest TIER 3.52

DETERMINATION OF PRR - SYSTEM 3

1968
Total Utility Plant $3,808,442
Operating Revenue and
PAtronage Capital $494,596
Less Cost of Power 105,375 389,221
PRR - $3,808,442 9.78
389,221

Although System B®"s TIER of 3.52 is more than 1.5, 1its PRR of 9.78 being
creator than 9.0 would normally disqualify System B for rea-CFC concurrent
loans.

DETERMINATION OF TIER - SYSTEM C

Tnree @) - ® ®) @ -
Latesi Patronage Capital

Years Interest Expense and Margins Total TIER
1966 $158,455 $71,333 $229,788 1.45*
1967 164,719 . 40,159 204,878 1.24
1963 176,036 45,017 221,053 1.26*
*Average of 2 years with highest TIER 1.35

DETERMINATION OF PRR - SYSTEM C

1968
Total Utility Plant $12,332,145
Operating Revenue and
Patronage Capital $1,937, 663
Less Cost of Power 501,494 1,436,169
PRR - $12,332,145 8.59

1,436,169

Although System C"s PRR is less than 9.0, its TIER of 1.35 being less
than 1.5, would normally disqualify System C for REA-CFC concurrent loans,



DETERMINATION OF TIER - SYSTEM D

ni*.roc” (i) (2) Q) ®

LiGIZO S Z Patronage*. Capital

Years Interest Exoense and Marcrins Total TIER

1966 $153,196 $231,769 $384,965 2.51*
1967 165,316 216,608 381,924 2.31%
1968 169,268 174,722 343,990 2.03

*Average of 2 years with highest TIER 2.41

DETERMINATION 0? PRR - SYSTEM D

1968
Total Utility Plant $12,862,313
Operating Revenue and
Patronage Capital $2,285,667
Less Cost of Power 733,628 1,552,039
PRR - $12,862,313 8.29

1,552,039

System D, having a TIER of 2.41, which is in excess of 1.5, and a PRR
of 8.29 which 1is less than 9.0, qualifies for REA-CFC concurrent loans
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DEPARTMENT OF COMMERCE

Robert E. Butler
Deputy Commissioner

March 19, 1971

subject® F iscal Note
./ | House Bill 49
John K. Robertson —ep X i/,

Director >(
Division of Banking, Securities,

Small Loans and Corporations

The attached is about the best we can do based on the information we have.

The fiscal note includes an operating budget based on salaries (administrator,
examiner and secretary-bookkeeper),furniture, fixtures, supplies, travel,
office space, etc. The three-year projection is on the basis of a 5% in-

crease per year.

Attachment



The Legislature of the S4ate of Alaska

FISCAL MOTE

COPIES- THE CHAIRMAN OF THE COMMITTEE .MAKING TINI REQUEST
THE HOUSE FINANCE COMMITTEE STAFF
THE SENATE FINANCE COMMITTEE STAFF
THE DIVISION OF BUDGET 5 MANAGEMENT
_RETAIN A COPY FOR YOUR FILES
Electric - .
Sul) lect Development Loan HB -19 and 50 SB
requested by Lorttula & Moran
referred to Commerce < Finance date of request
completion date requested date received
EXPENDITURE DETAIL 2-Examiners 1-Arrh rwi- FY 1971-77 FY 1972-73
100 PERSONAL SERVICES $ 40.15? 42.160
200 TRAVEL 5,000 5,250
300 CONTRACTUAL SERVICES * 6,150 * 6,458
100 COMMODITIES 1,000 3,050
500 EQUIPMENT 2,500 2,625
600 LAIRD AND STRUCTURES
700 GRANTS, CLAIMS & SHARED REVENUE
TOTAL $ 54,802 $ 57.543
FUNDING DETAIL
FEDERAL RECEIPTS $ T
SPECIAL FUNDS
UNRESTRICTED GENERAL FUND RECEIPTS 54,802 57. 543
Man Months > 36 36
Permanent Positions 3 3
Temporary Positions 0 o -
FISCAL ANALYSIS
THREE PERMANENT POSITIONS - 1 Grade 21
1 Grade 19
* 1 Grade 10

MOO sq. ft.
Included

PROJECTED
FISCAL YEARS:

office space 0.45

in Contractual Services.

INCREASE FOR THE FOLLOWING
1972-73 and 1973-7-1

FY 1973-°
o0 <14,263
5.51?
* 6.781
1.103
2.756

$ 60,421

60.421

. w
ow o
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Introduced: 1/13/71

Referred: Commerce and
Finance
IN THE HOUSE KERTTULA AND MORAN

HOUSE BILL NO. 49
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to electric development loans."
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 45 is amended oy adding a new chapter to read:

CHAPTER 90. ELECTRIC DEVELOPMENT LOANS.

Sec. 45.90.010. DECLARATION OF POLICY. It is the policy of this
chapter to promote the more rapid development of a transmission system
for electric energy and power throughout the state by means of long—
term low interest loans for the purchase and installation of electric
distribution and transmission lines and associated equipment.

Sec. 45.90.020. POWERS OF THE DEPARTMENT OF COMMERCE. The
Department of Commerce may

(1) if other credit is not readily available on reasonable
terms, make loans to persons for the purchase and installation of elec—
tric distribution and transmission lines and associated equipment;

(2) designate agents and delegate its powers to them as
necessary;

(3) adopt rules and regulations necessary to carry out its
functions;

(4) establish amortisation plans for repayment of loans,
which may include delayed payments of principal and interest for not to
exceed five years;

(5) enter into agreements with private lending institutions,
other state agencies or agencies of the federal government, to carry

out the purposes of this chapter.

-1- HB 49
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Sec. 1J5.90.030. LIMITATION ON LOANS. A loan provided for
under this chapter, may not exceed ."31,000,C00. A loan may not”run

longer thanf 35 years nor near interest exceedlng(flve per cent” and

it sha.il be secured by a real estate or chattel mortgage, or by both.

Sec. 135.90.01JG. CREATION OF FUND. There is created an electric

distribution and transmission li/ne fund which shall not exceed

/ $5,000,000 tjp carry out tne purposes of this chapter.
Sec. 1J5.90.050. ADMINISTRATION OF FUND. The commissioner of

commerce shall administer the ]"oan fund.

(y

6 A

HD 19



|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have boen made.

Date
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Introduced: 1/13/71

Referred: Commerce and
Finance

IN THE HOUSE BY KERTTULA® ANQ MORAN
HOUSE BILL NO. 50
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act appropriating; to the Department of Commerce;
and providing for an effective date.”
bz 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $5,900,000 Is appropriated from the general
fund to the k ~artment of Commerce for the purpose of the electric distri—
bution and transmission line fund as provided for in AS *15.90.

# Sec. 2. This Act takes effect on July 1, 1971.

-1- 1IB 50



ALASKA STATE LEGISLATURE

Aetfislatnre Session

Aa Act appropriating to the
Department at Commerce and
providing for an affective
date."

Commerce.., approp

1/1V

Introduced in tbc House

HISTORY m THE HOUSE

Read first time and referred
tp Committee' on

and Finance

Reported back with
recommendation that

Read second time and

Yeas
Nays '
Absent
Excused
Effective Date
Yeas
Nays
Absent
Excused
Reported correctly engrossed
Signed, by Speaker
Sent (0 Senate

HISTORY m THE SENATE

Read first lime and referred
to Committee. on

Reported hack trtth
recommendation that ‘83

Read second time and

Yeas
Nays
Absent
Excused

Effective Date

Yeas
Nays
Absent
Excused

Rcporlc1 correctly engrossed

Signed liy President
Returned to House

HISTORY \ATHE HOUSE

Received from Senate

Reported correctly enrolled

Sent to Governor

By Governor



An Act appro-riating to the Deparmtne of Commerce; and providng for an

ffective date." Commit’[ee Reporr

HOUSE oP REPRESENTATIVES

3/16/71
Date
Mr. Speaker:
The Committee on FINANCE has had HB 50
under consideration. A majority of the members of the Committee
/~7 recommends it do pass
rj recommends it do not pass
/~~7 recommends it do pass with attached amendment (a)
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CS for do pass
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MEMBERS SIGNING THE MAJORITY REPORT:
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Introduced: 3/13/71

eReferred: Commerce and
Finance

IN THE HOUSE BY KERTTULA AND MORAN
HOUSE BILL NO. 50
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act appropriating to the Department of Commerce;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $5,000,000 is appropriated from the general
fund to the Department of Commerce for the purpose of the electric distri—
bution and transmission line fund as provided for in AS 45.90.

* Sec. 2. This Act takes effect on July 1, 1971.

-1- HB 50
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Introduced: 1/13/71
T Referred: Health,Welfare
& Education and Finance

IN THE HOUSE BY KERTTULA
HOUSE BILL NO. 53
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act appropriating to the school construction grant
fund; and providing for an effective date."

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

* Section 1. The sum of $40,000,000 is appropriated from the general
fund to the school construction grant fund for state grants to organized
boroughs and cities which are school districts, as authorized in AS 14.18.

* Sec. 2. This Act takes effect on July 1, 1971.

HD 53

COIWnuTEE COPY e

»L



ALASKA STATE LEGISLATURE

HOUSE

Art Act npppoprift™/lg to the

aououi cpnat act loot- #ranfc fund
arid providing lop tin cffoct j*vc

hooi construction r.rant fund

Itilrodured in the House

HISTORY IN THE HOUSE

Read first time and referred
lo Committee on

Reported back with
recommendation that

Read second time and

Read third time and

Neas
ays
PASS Abbent
Excused
Effective Dale
NYeas
a
PASS Absent
Excused
Reported correctly engrossed

Signed by Speaker
Sent to Senate

enter clcrk or thc house



HISTORY IN THE SENATI HISTO IN THE
" V"Vv m:ragffigBgB!BmB

Read first time and referred Received fros Senate
to Committee on

Reported back with
recommendation (hat

Read second lime and

i&JIm
Reported correctly enrolled

Read third time and > /o
Sent to Governor

By Governor

\’\(leas

ays

PAS3 Abgent
r -cased

Filed with Secy. Slate
Effective Date

\l\qeas
PASS = ot

Excused

Reported correctly engrossed
Signed by President
Returned to House

Chapter No.



"An Act appropriating to the school construction grant fund; and providing for

an effective date."

HOUSE

4/7/VI
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"An Act appropriating to the school constructLon grant fund; and providing

for an effective date."

HOUSE

Mr. Speaker:

The Committee on

under consideration.

recommends it
rj recommends it
rj recommends it
/_/ recommends it

CS for

Committee Keporf

OP REPRESENTATIVES FINANCE
KOMXMK
i h .71
~~T / Date
HEALTH,WELFARE. & EDUCATIQNhas had HB.53

A majorlty of the members of the Committee

do pass
do not pass
do pass withattachedamendment(s)

be replacedwith CSfor and that

do pass

/~7 (and) recommends it be referred to the

committee

/ / reports it back without recommendation

/~7 (other)

MEMBERS SIGNING THE MAJORITY REPORT:

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:

recommends:

recommends:

recommends:

recommends: /l
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copies: 3 the chapman of the cc."ptee waking the hfquest
J _THE HOUSE K[NANCE CO! - -
1 THE . - FI1 AH C( 1
i~ the division of budget & management
"3 RETAIN A COPY FOR YOUR FILES

Subject School ConstructionB MB % Hos. 35 6 53 SB_
requei c Dby Repre e hd Haunhton. Health. Kelfarp & BRawcafinn Cnmniihbp
referred to H. Cole < mof request ¥/if;/7i
completion date requested date- received 1/1S/71
EXPENDITURE DETAIL KL.& 1

100 PERSONAL FVICEo

200 TRAVEL

300 CONTRACTUAL SERVICES
5'6)6 COMMODITIES
EQUIPMENT

COO LAND AND STRUCTURES

700 GRANTS, CLAIMS A SHARED REVENGE 40,000,000
TOTAL $40,000,000 5
FUNDING DETAIL
>EDr.SAL RECEIPTS » Y
SPECIAL FUNDS
U EESTR7 ) . FUND PIECE PTS 40,000,000 i
Fan Months

Permanent P."._sitions
To;.Iper-any lositions

FISCAL ANALYSIS

Surveys of e. ..hialed and incurred construction needs of borough and city school
districts conducted by the Department of Education in &Y 59 and 70 show the

following:
o Anticipated Expend,
Incurred in Y as of proyu)us Projected deed
As of FY “1970

10.450.000 13,947,872
1970 8,635,000 20,149,557 32.922.000
1971 27.251.000
1972 21.010.000

PATE 1l25/M SIOHATURAQ tT A -w f1 P Lly

NAME & TITLE Nathaniel Il. Cole. Director. Admin 5cric



Attachment to Fiscal Note for MB's 33 and

Analysis of data for fiscal Years 1%9 and 1970 indicates that the incurred
costs are running about 25: behind the anticipated expenditures and still
further behind (ho projected nec-d. Based on the projected need for 1970, 19/1
and 1972, and the lag of the incurred cost compared to the projected need,
$40,000,000 on a 7c: State maciied funds with local funds would be the approxi-
mate amount needed i.0 cover the projected need ford-Y-72, plus the backlog
from previous fiscal years.

Section 14.18.010(h), page 1, lii.es Ib-21 appears to he in conflict with”
Section 14.18.020, page 2, lines 7-12. lour to one is an 00" to 20% ratio
rather than 75% lo 25% ratio.



NOTES RE HOUTE HILL 35

In regard to House Pill 35, some provision should be made for State
payments to a district o:i a scheduled basis rather than a lump sum
transfer, as provided by lines 10 - 12, page 2.

The transfer procedure would require "the Sstate W draw largo sums ,
from its treasury, where it should remain and druv; interest, until

it is actually needed for construction purposes. It is recommended
that the following schedule he included:

Payments. 1. 10% of the entitlement upon approval
of the project.

2. 30% upon contract award
3. 30% upon.50% completion
QB 20% upon project completion
5. 10 upon final audit
Line 10 should be revised to reaa "equal. Lo three times the local

share" if the 3 - 1 ratio is to bo maintained.

f
A provision requiring any interest earned on project funds shall

be credited to the construction fund.
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j IN THE HOUSE BY 1IERTTULA
21 HOUSE BILL HO. 35

3 I IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SEVENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 JFoi an Act entitled: "An Act authorizing state grants for school construc—
7% tion vTithin borough and city school districts; and

81 providing for an effective date."

9 BE 1T ENACTED BY THE LEGISLATURE O"*THE STATE OF ALASKA:

10! s Section 1. AS 17 is amended by adding a new chapter to read:

] i CHAPTER 18. SCHOOL CONSTRUCTION. |

1? Sec. 1 7.1B.010. STATE;. AID FOR SCHOOL CONSTRUCTION. (a) There is
133 in the Department of Education a school construction grant fund. Funds
14 @JilrOH I | 7 ultU i. tJtJauUre xei* SC4ACO1 CO.e»d.UCtj.011 g*~ I XiwC . |
15 this section shall be deposited in the fund.

16 (b) Within the limits of state appropriations available for the

17 purpose, an organized borough or a city which is a school district is

entitled to state grants to supplement local funds which are expended

19 after July 1, 1971 for costs of new school construction, 1in the ratio of
70 75 per cent state funds to 25 per cent local matching funds, as provided

2 in this chapter.

Sec. 1h.18.020. LOCAL SHARE. To qualify for a school construction

23 grant, the governing body shall furnish to the commissioner proof in the
4 form required by him that it has deposited in a local municipal capital

26 project fund separate from other municipal funds and accounts an amount

26 to be utilized solely for costs of new school construction within the

27 district. The amount deposited as a local share may be derived from any
28 source other than the state. In accepting proof of deposit of the local
29 share, the commissioner shall allow as part of the share the reasonable-

S . - 3 2 e e HB 35
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13
14
15
16

17

19

20

2

23
74
25
26
27
28

29

value of in kind contributions pledged and directly related to payment
of costs of construction. Determination of value by the commissioner
shall be final. If bonded or other indebtedness has been duly author—
ised as required by law and the proceeds of the indebtedness pledged
by the governing body for use as the local share, the commissioner
shall credit the amount of the authorised indebtedness towards the
local share. Upon receipt of satisfactory proof of deposit of the
local share in the municipal capital project fund, the commissioner
shall provide for transfer from the school construction grant fund and
deposit in the local fund an amount equal to four times the local share,
except that aid based on proceeds of authorized indebtedness shall not
be paid over until the proceeds have been deposited in the local fund.

Sec. 1*1.18.030. USE OF FUNDS. State and local money deposited in
a municipal capital project fund under this chapter shall be utilized
solely to pay costs of new school construction within the borough or
city maintaining the fund. The commissioner shall require accounting
of money in a municipal capital project fund in the uniform manner set
out in the manual of Governmental Accounting, Auditing and Financial
Reporting, 1968, as supplemented, issued by the National Committee on
Governmental Accounting. .

Sec. 1*1.18.0*10. REPORTS. The department shall provide an annual
report to the legislature respecting grants made under this chapter.

Sec. 1*1.18.050. REGULATIONS. The department may promulgate regu—

lations to implement this chapter.

See. 1*1.18.060. DEFINITIONS. In this chapter . .
(1) "commissioner" means the commissioner of education;
(2) "department”™ means the Department of Education;

(3) "costs of new school construction” means the cost of"

acquiring, constructing, equipping or furnishing newly-erected public

HR 35 { -2-



elementary aint secondary school facilities for classroom and related
purposes other than athletic stadiums, spectator space and structures
or other facilities intended primarily for athletic exhibitions or
for games or other events for which admission is to be charged the
public; the term includes but is not limited to the cost of acquisition
of sites, legal, engineering, fiscal, architectural and other fees of
specialists or consultants, costs of labor, materials, equipment and
supplies, and costs of authorization, issuance and sale of bonds, notes
or other evidences of debt, exclusive of costs of debt amortization:

1) "governing body" means the governing body of an organi—

sed borough or a city which :Is a school district.

s Sec. 2. This Act takes effect July 1, 1971« , m

Piiidog/ 1" tm ‘—

_3- 11B 35



Introduced: 1/13/71
Referred: Health,Welfare
& Education and Finance

1 IN THE HOUSE BY KERTTULA

2 HOUSE BILL NO. 53

3 IN Tt"E LEGISLATURE OF THE STATE OF ALASKA

A SEV/NTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act appropriating to the school construction grant
7 fund; and providing for an effective date.™

& BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. The sum of $*<0,000,000 is appropriated from the general
10 fund to the school construction grant fund for state grants to organized

boroughs and cities which are school districts, as authorized in AS 1*1.18.

12 * Sec. 2. This Act takes effect on July 1, 1971.
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|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made,
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Introduced: 1/27/7"" -
Referred: State Affairs and

Finance

BY THE RULES COMMITTEE
BY REQUEST OF THE

IN THE HOUSE LEGISLATIVE COUNCIL

HOUSE BILL NO
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST 1ESSION

A BILL

For an Act entitled: “An Act creating a legislative intern program

BE

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
* Section 1. AS 27.20.060 is amended by adding a new paragraph to read:
(8) to establish and administer a legislative Intern program
in cooperation with public and private Institutions of higher learning
in order to accomplish this purpose
(A) shall select, appoint and fix the stipends of
interns, and assign interns to appropriate officers, legislators
and agencies of the legislature for the pursuit of education,
study or research
(B) may accept monetary gifts snd grants from chari
foundations, professional associations or any other appropriate
sources for the operation of the legislative Intern program

shall adopt standards and procedures necessai»y to

implement this progranm
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An Act creating a legislative intern program.”

Commiftee Reporf

HOUSE 0F REPRESENTATIVE

1/29/71
Date
The Committee on FINANCE
under consideration A majorlty of the members of the Committee
/1 recommends it do pass
/~7 recommends it do not pass
/~7 recommends it do pass with attached amendment(a)
recommends and that
CS for do pass

/ / (and) recommends it be referred to the
committee
/ / reports it back without recommendation

/ / (other)

MEMBERS SIGNING THE MAJORITY REPORT

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT

recommends
recommends
recommends
recommends

recommends

CHATRMAN



"An Act creating a legislative intern program.”

Committee Report finance
HOUSE OF REPRESENTATIVES
1-27-71
4 / / 7?2 -/
Date
Mr. Speaker:
The Committee on STATE AFFAIRS has had HB NO. 110

under consideration.

~recommends
fj recommends
>E]F recommends
/~7 recommends

CS for

A majority of the members of the Committee

it do pass

it donot pass

it dopass with attached amendment(/)

it bereplaced with CSfor and that
do pass

/~7 (and) recommends it be referred to the

committee

/ / reports it back without recommendation

/~~7 (other)

MEMBERS SIGNING THE MAJORITY REPORT:

Mu

recommends: N
recommends:
recommends:
recommends:

recommends:

yF\CC* CHAIRMAN



A M E &
Offeree *n the HOUSE By House 3":ate Affairs Committee
io: X HOUSE Bill No. 110
SENATE 3111 No .
AMENDMENT: Page \ Lino___ aud a new section which reeis:

NSection 2. Regulations to supervise the legislative intern*
program snail be recommended by the legislative council through
tne house :ind Senate Jcir.. Rules (Committees to the legislature
in Joint session for inclusion in the uniform rules of the

Alaska State Legislature.



FISCAL NOTE
COPIES:__ THE CHAIRMAN OF THE COMMITTEE MAKING THE REQUEST
THE HOUSE FINANCE COMMITTEE STAFF

Subj
recu
refe

The Legislature of the State of Alaska

THE SENATE FINANCE COMMITTEE STAFF
THE DIVISION OF BUIGET & MANAGEMENT
RETAIN A COPY FOR YOUR FILES

ect HB 110
ested by jov Ho”n
rred to

completion sate reauestea

EXPE
100
2C0
500
400
500
600
700

FUND

NDITURE DETAIL
PERSONAL SERVICES
TRAVEL

CONTRACTUAL SERVICES
COMMODITIES

EON 1PMENT

LAND AND STRUCTURES

GRANTS, CLAIMS & SHARED REVENUE
TOTAL
ING DETAIL

FEDERAL RECEIPTS
SPECIAL FUNDS
UNRESTRICTED GENERAL FUND RECEIPTS

Man Months
Permanent Positions
Tenoorary Positions

MESCAL ANALYSIS

FY 72 10 stipends at $6,000

5 round-trip air fares
from Anchorage at 3112

5 round-trip air fares
from Fairbanks at $143

FY 73 and FY 74

15 stipends at $6,000
7 round-trip air fares
from Anchorage at $112
3 round-trip air fares
from Fairbanks at $148

date of request
date received

Fy (2
¢

1.500

60.000

$61.500

g $

61,500

$60,000
550
740

$61,300

$90,000
784
1,184

$91,968

Y 12

i .063

on non

91,968

FY 7-7

1.963

Qo oor

91.963

The cost would be partially offset by the number of temporary adminis—

trative assistants at $40 per day that will

interns.

DATE

3/27 SIGNATURE

NAME & TITLE / John M. Elliott

Executive Director

Legislative Affairs Agency

be replaced by

legislative



The intent of MB 110 is to provide the Alaska State Legislature’s
committees with qualified staff assistants who are likely to continue
in state government service.

At the present time, the legislature is employing 17 administrative
and t~oecial assistants;ytwo at the rate of $48 per day, nine at the rate
of $£ol5t??r'h3ay~in® six at the rate of $38 per day.

We would start the legislative intern program with no more than
can interns for the 1972 session. We would hope that five of these would

return for the 1973 session, along with ten new interns.

Present plans call for the interns to be awarded a stipend of $6,000
for a complete session, provided that if a session were to be of longer
duration than 1p0 days, adjustments would be made so that no intern would
be compensated at less than $40 per day.

The cost to the general fund “would, of course, be partially offset
by the salary that would have been paid to the administrative assistants
under the present system.



Introduced: 1/27/71
Referred: State Affairs and

Finance

BY THE RULES COMMITTEE
BY REQUEST OF THE

t IN THE HOUSE LEGISLATIVE COUNCIL

2 HOUSE BILL NO. 110

3 IN THE LEGISLATURE OF THE STATE OF ALASKA 1
4 SEVENTH LEGISLATURE - FIRST SESSION '
5 A BILL

6 For an Act entltJed: "An Act creating a legislative intern program."

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

8 * Section 1. AS 24.20.060 is amended by adding a new paragraph to read:

9 8) to establish and administer a legislative intern progl
10 in cooperation with public and private institutions of higher learning

1 and, in order to accomplish this purpose,

12 (A) shall select, appoint and fix the stipends of

Ik interns, and assign interns to appropriate officers, legislators

1 and agencies of the legislature for the pursuit of education,

study or researcn;
(3) may accept monetary gifts and grants from charitable
iy foundations, professional associations or any ocher appropriate
18 sources for the operation of the legislative Intern program;

9 (C) shall adopt standards and procedures necessary to

20
21

22
23
24
25
26
27
28
29

implement this program.
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