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TRIBUTARY TRUNK GROUP: HOOPER BAY 1980

HONTH NO. OF! CCS 

TRUNKS!CARRIED 

!

! CCS i GRADE !FOR P.01 SVCE 

! PER i OF STRUNKS TO BE 

! CALL! SERVICEiADDED!REMOVED

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

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

„.M 4RCH 6 A7 ! .85! P . 0023 ! o : 0

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

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

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

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

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

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

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

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

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

LEVELS j 

HOT MET

Note:

.C7N 
r ■

* - exceeds P.05

** - exceeds P . 10

*** - exceeds P.20

H - exceeds 12 ccs

trunk group of

per trunk in 

less than 4 trunks

APUC 01/12/81

ready
*



TRIBUTARY TRUNK GROUP: MOUNTAIN VILLAGE 1980

..... •

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

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

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

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

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

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

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

Note: * - exceeds P.05

** - exceeds P . 10 j

*** - exceeds P . 20 v

It » exceeds 12 ccs per trunk in

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

t

\

ready

*

i

I



TRIBUTARY TRUNK GROUP: PILOT STATION 1980

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

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

: : : call: service: addediremovedj not met

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

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

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

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

Note: * - exceeds P.05

** - exceeds P . 10

*** - exceeds P.20 '

tl - exceeds 12 ccs per trunk in

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



7RIBU ARY TRUNK GROUP: SAVOGNGA 1980

M O N T H

M A Y

.rt-MJHE
VILjgust

SEPTEHBER

OCTOBER

NGVEHBER

DECEMBER

Note: «
**
***
H

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

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

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

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

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

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

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

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

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

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

exceeos P.05 

exceeds P . 10 

exceeds P. 20

exceeds 12 ccs per trunk in 

trunk qroup of less than A trunks

APUC 01/12/81



TRIBUTARY TRUNK GROUP: ST. MARY'S 1930

MONTH HO. OF! 

H U N K S !

CCS !

CARRIED!
•1

CCS ! 

PER ! 

CALL!

JANUARY . 3 ! 28 ! 2.33!

FEBRUARY 10 ! 72 ! 3.13!

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

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

MAY 10 l 76 ! 3.80!

JUNE 10 ! 80 ! 3.20!

JULY 10 ! 71 i 4.14!

AUGUST 10 ! 106 ! 3.66!

SEPTEHBFR 10 ! 112 ! 3.73!

OCTOBER 10 ! 113 ! 4.91!

NCVFHBER 10 ! 106 ! 4.42!

DECEMBER 10 1 92 ! 4.18!

GRACE 'FOR P.01 SVCEJSURVEILLANCE 

OF !TRUNKS TO BE ! LEVELS j 

SERVICE! ADDED!REMOVED! NOT MET

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

Note: * - exceeds P. 05

** - exceeds P . 10

*** " exceeds p .20

H - exceeds 12 ccs per trunk ir

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



TRIBUTARY TRUNK GROUP: SAVOONGA 1930

J

MONTH NO. OF! CCS 5 

t r u n k s  c a r r i e d :
v • 1 •

c c s  : 

FER : 

call:

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

OF !TRUNKS TO BE ! LEVELS 

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

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

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

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

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

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

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

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

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

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



LOANS APPROVED - ALASKA

PROJECT SIGNED AMOUNT

Alaska 512-B5

Glacier State Telephone 
Company

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

Alaska 514-B & C5

Interior .ipephone 
Company, Inc.

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

Alaska 521-A 

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

Alaska 513-C5

Nushagak Telephone 
Cooperative, Inc.

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

Alaska 504-Ma & M7 *-

Matanuska Telephone 
Association, Inc. (5.0%

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

Alaska 520-A

Arctic Slope Telephone 
Association Cooperative, Inc.

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

Alaska 512-C

Glacier State Telephone 
Company

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



LOANS APPROVED - ALASKA 

PROJECT SIGNED

PAGE 2 

AMOUNT

Alaska 518-A

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

Alaska 523-A

Bristol Bay Telc?phone 
Cooperative, Inc. 

Naknek, Alaska

Alaska 522-A

Cordova Telephone 
Cooperative, Incorporated 

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

TOTAL $80,595,000

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



STATE OF A L A S K A

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

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

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

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

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

Alaska Public Utilities Commission, 1100 MacKay Building,

338 Denali Street, Anchorage, Alaska 99501.

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

true and accurate copies with postage thereon to the parties 

indicated on the attached service list of

ORDER NO. 9 ^

ORDER NO. 1 

ORDER DENYING WITHOUT PREJUDICE PERMANENT 

CERTIFICATION AND INSTITUTING INVESTIGATION INTO 

THE FINANCIAL VIABILITY OF PHASE III VILLAGE CONSTRUCTION 

la the above entitled cause.

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

CERTIFICATION OF MAILING 

Rnqplin K. Bvnum certifies as follows:

«



SERVICE LIST

U-77-28
U-81-22

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

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

COURTESY LIST

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

President
Sea Lion Corporation 
General Delivery 
Hooper Bay, Alaska 99604

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

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

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



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

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

(a) The Daprtment shall formulate procedures and adopt regulations 

to implement this chapter.

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

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

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

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

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

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

forwarded to the Alaska Public Utilities Commission for such finding and 

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

Public Utilities Commission by regulation sufficient to make its finding.

For purposes of the finding of the Commission procedures and regulations 

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

(c) The Department may

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

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

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

readily available from private lending institutions at a rate of interest 

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

recent general obligation bonds issued before the application for the loan 

under this chapter;

 k



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

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

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

March 5, 1981

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

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

Dear Mr. Hurlbert:

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

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

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

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



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

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

Respectfully submitted,

Controller

SH/rs



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

TELEPHONE LOAN BUDGET

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

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

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

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

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

B.

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

C .

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

134,205 1,205,000.

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

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

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

330 ,000

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

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

45 ,462

700 ,000

77 ,0 00
280,000

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

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

I P T
U9&76I5

36 ,500

640 ,000
284 ,000

10,444,500

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

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

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

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

( inc ludes  I land)

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

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

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

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

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

%
C OS T  OF  M O B I L E  

1

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

R E M A R K S

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

R E A  F O R M  J»3 R E V  2-77

E x h i b i t  2



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

TELEPHONE LOAN FEASIBILITY STUDY

c o n PORATE NAME

United Utilities, Inc.
LOAN DESIGN a ti on

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

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

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

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

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

_ 9.038.000 6.280 567.586 .

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

- ..-Q -v
13.444,500

V

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

PART G. ESTIMATED AUti'J AL GfVENUE

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

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

MON’ if Hi. Y PATES
NUMB E R 

o r  I T *  TIONl
MONTHLy 
RECEIPTS

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

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

it. Mary's and 

> 27.50

looper Bay 

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

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

2 1 )
6. RESIDENCE

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

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

16.00 16.00 521 0,336.00 .

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

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

e. MILEAGE AND ZONE CHARGES}

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

(•PARTY

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

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

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

RCA POMM AW R E V  2-72

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



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

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

T E L E P H O N E  L O A N  F E A S I B I L I T Y  S T U D Y

c o r p o r a  r e  n a m e

U n i t e d  U t i l i t i e s ,  I n c .

l o a n  D E S I G N  a  t i o n

A l a s k a  5 2 1 - 3 4  a n d  B 7  U n i t e d

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

1 .  M A X I M U M  A N N U A L  L ' C O T  s e r v i c e  ...................................................................

A M O U N T  O F  L O A N R A T E  ( X I O E O T  S E R V I C E T O T A L

s S

^ * t o t a l  l o a n s

1 .  L E S S  P R I N C I P A L  R C P A I O  .......................................................................................................

« .  U N P A I O  P R I N C I P A L  .............................................................................................................................
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FORECAST OF REVENUES AND EXPENSES

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

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

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

A laska  521-BA & B7
I T E M

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

■ Z . m
t o t a l

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

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

■?.263_

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

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

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

i 3 ,158,35.2-

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

J J J u 2 2 5 -
12̂ JLS£-

_£26.,22i.

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

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

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

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

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

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

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

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

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

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

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

» 2 .613.900

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

11 313,207 ..... .
626.299

s 939.506
695.501

s 1.635.007 .
010.211

s 016.076

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

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

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

RH « * McWsM V
C U R R E N T  L OA N

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

f 2%
766.300

■£*&Z£Lm

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

MEMORANDUM

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

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

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

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

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

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

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

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

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

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

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

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

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

i

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

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

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

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

Comments of REA in CC Docket No. 80-584 

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

D e a r  Mr.  E l l e t t :  . ~~—

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

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



Mr. Charles Ellett 2

P a r a g r a p h  * i x  o f  t h e  a f o r e m e n t i o n e d  PCC N o t i c e  s t a t e s  t h a t  o f  t h e  
16 0  B u s h  c o m m u n i t i e s  s e r v e d  by  A l a s c o m ,  a p p r o x i m a t e l y  100 r e c e i v e  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

\

S i n c e r e l y ,  '

Jcha H/_Arne3e:j'

JOHN H.  ARNESEN
A a s i a t a n t  A d m i n i s t r a t o r  -  T e l e p h o n e

Mr. Charles Ellett 6
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I n t r oduced :  2 /17/81 
Ref e r r ed :  Labor & Commerce 
and Finance

1 IN THE HOUSE BY HURLBERT, VASKA, AND CHUCKWUK

2 HOUSE JILL NO. 165

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TWELFTH LEGISLATURE - FIRST SESSION

5

6

A BILL . '  
c  ( 2/77040

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

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

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

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

10 t h a t

11 ( 1 ) the  a v a i l a b i l i t y  of  adequate  p u b l i c  u t i l i t y  s e r v i c e s  and

12 f a c i l i t i e s  a t  r ea sonab l e  r a t e s  in  the  s t a t e  i s  a proper  ma t t e r  of  p u b l i c

13 concern;

14 ( 2 ) the  a b i l i t y  of  p r i v a t e l y ,  m u n i c i pa l l y  and c o o p e r a t i v e l y  owned

15 p u b i i "  u t i l i t i e s  in the  s t a t e  to  f i nance  s e r v i c e  to the  p u b l i c  and t o  f inance /
16 c a p i t a l  improvements r e q u i r e d  to  extend and improve those  s e r v i c e s  on terms L
17 t h a t  w i l l  enable  u t i l i t y  serv. '  a r a t e s  to remain a t  r ea s onab l e  l e v e l s  i r  the

18 f o r e s e e a b l e  f u t u r e  i s  s e r i o u s l y  impai red by the  u n a v a i l a b i l i t y  of  low-cos t

19 p r i v a t e  f i n a n c i ng  and by the de lays  exper i enced  in  o b t a i n i n g  low-cos t  f e d e r a l

20 l oan 3 ;

21 (3) as a ma t t e r  of  pub l i c  p o l i c y ,  to  ensure  t he  sound development

22 of the  s t a t e  and i t s  r e sou r ce s  and to  provide  an a cc e p t a b l e  l e v e l  of  u t i l i t y

23 s e r v i c e s  to i t s  r e s i d e n t s  a t  r ea sonab le  r a t e s ,  t he  s t a t e  should a s s i s t  t he se

24 p ub l i c  u t i l i t i e s  in  a cqu i r ing  the money t h a t  i s  e s s e n t i a l  to o p e r a t e ,  main­
1

25 t a i n  and expand u t i l i t y  f a c i l i t i e s  and s e r v i c e s .

26 * Sec.  2. AS 42 i s  amended by adding a new c hap t e r  to  read:
27 CHAPTER 08. PUBLIC UTILITY REVOLVING LOAN FUND.

28

29

Sec.  42.08.010.  REVOLVING LOAN FUND CREATED. The p ub l i c  u t i l i t y  

r ev o lv in g  loan fund i s  c r e a t e d  i n  t he  Be oar  C o m m e r c e  and F . c n -

_ 1 _ HB 165



nomic Development.

Sec.  42 . 08 .020 .  POWERS AND DUTIES OF THE DEPARTMENT. (a) The 

depar tment  s h a l l  f o r mula t e  procedures  and adopt  r e g u l a t i o n s  t o  implement 

t h i s  c hap te r  i n  c o n s u l t a t i o n  wi th t he  Alaska Pub l i c  U t i l i t i e s  Commis­

s io n .

(b) The depar tment  may

( 1 ) make a loan from the  p ub l i c  u t i l i f  r e vo lv in g  loan fund 

to a p u b l i c  u t i l i t y  to f inance  or r e f i n a n c e  c a ' x t a l  improvements,  p l a n t  

and f a c i l i t i e s ,  and to improve and expand s e r v i c e s ,  i f  o t h e r  c r e d i t  i s  

not  r e a d i l y  a v a i l a b l e  from p r i v a t e  l end ing  i n s t i t u t i o n s  a t  a r a t e  of 

i n t e r e s t  l e s s  than the r a t e  of  i n t e r e s t  which the  s t a t e  agreed to pay 

on the most r e c e n t  gener a l  o b l i g a t i o n  bonds i s sued  be fo re  -he a p p l i c a ­

t i o n  f o r  the  loan under  t h i s  c hap t e r ;

( 2 ) make loans  from the p ub l i c  u t i l i t y  r ev o l v i ng  loan fund 

to  a p u b l i c  u t i l i t y  to meet 9 h o r t - t e r m  or i n t e r i m  c a p i t a l  needs befcre  

r e c e i p t  by thv p ub l i c  u t i l i t y  of  l ong- t e rm l oans ;

(3) c on s u l t  wi th a p p r o p r i a t e  f e d e r a l  agenc i e s  and o the r  

l enu ing  i n s t i t u t i o n s  which make loans  t o  p u b l i c  u t i l i t i e s  in  the  s t a t e  

concern ing  p o l i c i e s ,  r e g u l a t i o n s  and procedures  to c a r r v  out  the p ro­

v i s i o n s  of  t h i s  c hap te r ;

(4) d e s i g n a t e  agent s  and d e l e ga t e  powers t o  them as i s

ne ce s sa ry ;

(5) r e q u i r e  bonds and unde r t ak i ngs  from persons  employed by 

the  depar tment  as i n  the  commiss ioner ' s  judgment a r e  ne ce s s a ry ,  and pay 

the  premiums on the  bonds and unde r t ak i ngs ;

( 6 ) e s t a b l i s h  amo r t i z a t i o n  p lans  as provided in AS 42 .08 . -

0 4 0 ( c ) .

Sec.  42 . 08 .030 .  ELIGIBILITY FOR LOANS. A p u b l i c  u t i l i t y  i s  e l i  

g i b l e  fo r  a loan under t h i s  chap te r  i f- 2 -  HB 165



(1) i t  i s  a publ i c  u t i l i t y  as  de f ined  i n  AS 42 .05 .701(2 ) -

(A) - ( E ) ; -------------------------------------------------------------------------------- -

v2 ) a t  the  t ime of  a p p l i c a t i o n  f o r  a loan  i t  i s  serving t he  

p ub l i c  under  a c e r t i f i c a t e  of  p u b l i c  convenience and n e c e s s i t y  i s su e d

by the  Alaska Pub l i c  U t i l i t i e s  Commission;

(3) in  the  judgment o f  t he  depar tment

(A) the  publ i c  u t i l i t y  shows a d e f i n i t e  p o t e n t i a l  f o r  

p r o v i d i n g  improved or expanded s e r v i c e  i n  the  community or  s e r v i c e  

a r e a  i t  s e r v es ,  or  o the rwi se  r e q u i r e s  t he  f i na nc in g  to  main ta in  

adequa t e ,  e f f i c i e n t  and s a f e  s e r v i c e ;  and

(B) the  u t i l i t y  w i l l  be ab l e  to repay the loan.

Sec.  42 .08 .040.  CONDITIONS AND LIMITATIONS ON LOANS. (a) A loan

t o  a p u b l i c  u t i l i t y  under t h i s  c h ap t e r  may not  exceed $1 , 0 0 0 , 0 0 0 . ^
(b) A loan made under t h i s  c h ap t e r  s h a l l  be on terms and co nd i ­

t i o n s  t he  depar tment  determines  a p p r o p r i a t e  and,  i f  secured by c o l l a t -  

era l 'T may not  exceed 75 percent  o f  the  va lue  of  t he  c o l l a t e r a l  o f f e r e d .

(c) Amor t i za t ion  plans f o r  the  repayment  of  a loan made under

t h i s  chap t e r  may not  exceed 30 y e a r s .  The r a t e  of  i n t e r e s t  charged on 

the  unpaid ba l ance  may not exceed the r a t e  of  i n t e r e s t  which the s t a t e  

agreed to  pay on J i e  most r e c e n t  g en e r a l  a i i i g a t i o n  bonds i ssued b e f o re  

t he  a p p l i c a t i o n  f o r  the loan unde r  t h i s  c h a p t e r .

(d) Unless a loan made under  t h i s  chap t e r  i s  p a r t i c i p a t e d  in by a

f i n a n c i a l  i n s t i t u t i o n  as provided  i n  (e)  of t h i s  s e c t i o n ,  the  loan may 

not  be made u n t i l  an i n v e s t i g a t i o n  and an economic f e i s i b i l i t y  s tudy i s  

conducted and,  as a r e s u l t  of  t h e  i n v e s t i g a t i o n  and s tudy ,  the d e p a r t ­

ment de termines  t h a t  the loan i s  economica l ly  sound,  t h a t  the u t i l i t y  

w i l l  be f i n a n c i a l l y  s e l f - s u s t a i n i n g ,  and the  loan w i l l  be f u l l y  amor­

t i z e d  in  accordance  with the terms and c on d i t i on s  of  the  loan.  The

economic f e a s i b i l i t y  study s h a l l  be conducted by the department  s t a f f

- 3 -  HB 165
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o r  by c o n s u l t a n t s ,  e ng i nee r s  or o ther  t e c h n i c a l  e x p e r t s  approved by the 

depar tment .  To f a c i l i t a t e  i t s  de t e r mi na t i on  of  economic f e a s i b i l i t y ,  

and i t s  d e t e r m i na t i on  of  t he  a b i l i t y  o f  the  u t i l i t y  t o  be f u l l y  s e l f -

s u s t a i n i n g  and t o  amor t i ze  the loan,  t h e  depar tment  s h a l l  r e q u i r e  the

a p p l i c a n t  f o r  a loan under  t h i s  chap te r  to  f u r n i s h  the  systems s t u d i e s ,  

l ong- r ange  economic f o r e c a s t s ,  f i n a n c i a l  da t a ,  and t e c h n i c a l  in format ion

t h a t  the  depar tment  c on s i de r s  necessa ry .

(e) I f  a loan under t h i s  chapter  i s  p a r t i c i p a t e d  in  by a f i n a n c i a l

i n s t i t u t i o n  in an amount not  l e s s  t han  2 0  p e r c e n t  of  the  t o t a l  amount

of  t he  loan,  the  depar tment  may accept  the  i n v e s t i g a t i o n  and economic 

f e a s i b i l i t y  s tudy made or accepted by the  f i n a n c i a l  i n s t i t u t i o n  as a 

b a s i s  for  i t s  p a r t i c i p a t i o n .

( f )  I f  a f i n a n c i a l  i n s t i t u t i o n  p a r t i c i p a t e s  in  a loan made under 

t h i s  c ha p t e r ,  i t  may e l e c t  to admi n i s t e r  and s e r v i c e  the  loan for  a 

r e a so n a b l e  fee not  exceeding one-ha l f  o f  one percent

(g) The s t a t e  and the  p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u t i o n  s h a l l

each have a l i e n  on the c o l l a t e r a l  o r  sha r e  t he  c o l l a t e r a l  to  the 

e x t e n t  of t h e i r  r e s p e c t i v e  p a r t s  of t he  t o t a l  loan  to  a p ub l i c  u t i l i t y .

Sec.  42 .18 .050.  ADMINISTRATION. Money loaned under  t h i s  chapter  

s h a l l  be d e l i v e r e d  t o  the  borrower i n  the  form of  a war ran t  drawn on 

t he  t r e a s u r y ,  rnd charged a ga i n s t  t he  pub l i c  u t i l i t y  r evo l v i ng  loan 

fund.  Upon repayment of  loans  in accordance  wi th the p r e s c r i b e d  terms,  

o r  upon l i q u i d a t i o n  by f o r ec lo s u r e  or  o t h e r  p roces s ,  or  upon r e c e i p t  of 

i n t e r e s t  or  o t he r  revenue,  the money r ece i ved  s h a l l  be turned  over  to 

the  commissioner of  revenue for  d ep os i t  i n  the p ub l i c  u t i l i t y  revo lv ing  

1 jan fund.

Sec.  42 .08 .060.  SALE OR TRANSFER OF NOTES, MORTGAGES AND OTHER 

COLLATERAL, (a) The commissioner may s e l l  or t r a n s f e r  a t  par value or 

a t  a premium or  d i scoun t  to  a bank or  p r i v a t e  purchase r  fo r  cash or
-4-  HB 165



o t h e r  cons id,  r a t i o n  t he  n o t e s ,  mortgages  and c o l l a t e r a l  h e l d  by the

depar tment  as s e c u r i t y  for  loans  made under t h i s  c h a p t e r .
l

(b) The commissioner may s e l l  or  t r a n s f e r  a t  par  va lue  to  the 

Department of  Revenue the n o t e s ,  mortgages and o t he r  c o l l a t e r a l  he ld  by 

t he  Department of  Commerce and Economic Development as s e c u r i t y  fo r  

loans  made under t h i s  chap t e r .  The Department of  Revenue may purchase 

t he  n o t e s ,  mortgages and o t he r  c o l l a t e r a l  so o f f e r e d ,  a l lowing the  

Department of  Commerce and Economic Development a o n e - ha l f  of one 

p e rc en t  s e r v i c e  f e e .

Sec.  42 .08.070.  GUARANTEES OF LOANS. (a) The commissioner may 

e n t e r  i n t o  agreements wi th o the r  s t a t e  depar tments  and agenc i e s ,  p r i v a t e  

banks,  o t h e r  l ending i n s t i t u t i o n s ,  a:id i n d i v i d u a l s  fo r  the purpose of 

gua ran t ee i ng  loans made to q u a l i f i e d  publ i c  u t i l i t i e s .  The guarantees  

may not  exceed 90 percen t  of  the  amount loaned and the loans  s h a l l  be 

secured in the same manner as provided for  d i r e c t  loans  under t h i s  

c h a p t e r .

(b) A can mude under t h i s  chap t e r  and guaranteed  by the s t a t e  

s h a l l  bear  an i n t e r e s t  r a t e  on the  unpaid ba lance  not  exceeding the 

r a t e  of  i n t e r e s t  which the s t a t e  agreed t o  pay on the  most r ecen t  

gene r a l  o b l i g a t i o n  bonds i s sued  before  the a p p l i c a t i o n  for  the  loan.

Sec.  42 .08.080.  PROCEEDINGS AND REGULATIONS. The Admin i s t r a t i ve  

Procedure Act (AS 44.62) governs a l l  p roceed ings ,  and the adopt ion  of 

r e g u l a t i o n s ,  under t h i s  ch ap te r .

Sec.  4°..08 090. DEFINITIONS. In t h i s  chap te r

( 1 ) "commissioner" means the  commissioner of  commerce and 

economic development;

(2) "depar tment"  means the Department of  Commerce and Econo­

mic Development.

* Sec.  3. This  /lot  t akes  e f f e c t  J u l y  1, 1981.
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DEPARTMENT OF COMMERCE & 
ECONOMIC DEVELOPMENT
ALASKA PUBLIC UTILITIES COMMISSION

JAYS. R A M M O H O ,  G O V B U O H

March 3, 1981

The Honorable Vernon Hurlbert 
Chairman
House Labor and Commerce Committee 
Pouch V
Juneau, Alaska 99811 

Dear Mr. Hurlbert:

Re: HB 165

HB 165 addresses the short term, interim financing needs of certifi­
cated public utilities. Currently the cost of interim debt is above 
the prime rate of interest. Since that expense is passed through to 
the rate, ayers, a decrease in interim interest expense should benefit 
the utility's customers.

This legislation does not address the realistic long-term capital 
needs of larger public utilities because of the ceiling on the loan 
amount. The public interest would be served if long-term capital, 
not available from private lending institutions, were available to 
public utilities. Based on the experience of the APUC, one of the 
most graphic examples is the unavailability of long-term debt to 
private water and sewer utilities. Assets, whose life exceed 20 
years, must be purchased with debt that must be repaid in a maximum 
of eight years. The benefits of both short and long-term interest 
rates should inure to the consumers of public utilities. The magni­
tude of those benefits depends on the capital intensiveness of the 
utility.

Sincerely, y

Carolyn Guess 
Commissioner

CG/shB/31

08-H19LH



United Utilities, lac. 4 N A T I V E  O W N E D  C O R P O R A T I O N  ^

PHONE: (907) 276-10305 4 0 0  A  S T R E E T  A N C H O R A G E  A K  9 9 5 0 3

February 18, 1981

Senator Frank R. Ferguson 
Pouch V
Juneau, Alaska 99811 •

Dear Senator Ferguson:

We're most appreciative of your efforts to establish-a Public Utility 
Revolving Loan Fund. Your Senate Bill No. 107 provides a very viable 
framework within which to create and administer this fund. While we're 
generally very pleased with this bill we have too items that we'.feel 
are very important to small utilities serving bush corrmunities. These 
items are sham below:

Sec. 42.08.040. , CONDITIONS AND LIMITATIONS ON LOANS

(d) Add the following:

Should the utility desire to obtain short term 
financing pending the receipt of a long term 
loan from the Rural Electrification Adminis­
tration (REA) the Department may accept the 
REA's approval of the interim loan aa evidence 
sufficient enough to establish the economic 
feasibility of the short term loan.

(g) Add the folla>ang:

A lien or collateral fcr short term loans t'j 
REA borramrs may be subordinated to aiy 
existing RFA mortgage agreements that the 
utility may have that requires REA to have 
a first mortgage on all of the utilities 
existing and future properties.

A major problem that United Utilities, as well as other bush utilities 
has faced, is the lengthy period of time it takes REA to approve and 
release long term financing. We believe that by adding the above to

M a i l i n g A D D R E S S : O Box 4 - 2 7 3 0 A n  c  h o  r  a  o e A l a s k a  9 9 3 0 0



Senator Frank G. Ferguson Page 2.
February 18, 1981

Senate Bill No. 107 that it will strengthen fne ability Of' bush utilities 
to secure interim financing from the revolving loan fund on a timely basis.

Please let me know if we can assist you any further and, again, thank you 
for your support.

Regards.

Vinod Batra 
President

VB:pa

cc: Representative Vernon L. Hurlbert



UNI TED U T I L I T I  -S, INC
SERVICE AREA MAP

PHASE I  S I T E S  
w i t h  Popu l a t i on

1. A L A K A N U K  - 526
2 . E M M O N A K -  524
3. G A M B E L L  - 447
4. HOOPER BAY -  590 
5. SAV00NGA - 409
6. ST. MARY ’S -415  
( C O M P L E T E D  1980)

p h a s e  n a m  s i t e s
— with Population__________

7. AK I ACHAK  - 371
8.CHEVAK - 447
9. GOODNEW'  B A Y -248 

10. KAS IGLUK — 280
I I. K I P N U K  - 579 *
I 2 . K 0 T L I K -  305 *
I 3. K W E T HL U K-  444
14. MTN.  V I L L A G E - 5 7 3  *
15. N AP AK I AK  -307
16. NUNAP I TCH UK  - 312
17. P I LO T  STAT I ON-301 *  
I 8. QU I NHAGAK-  395
19. T U N U N A K - 291 *
20. TOKSOOK BAY -  317 #

*  C O M P L E T E D  1980

OTHER  LOCAT IONS 
SCHEDULED FOR 1981 
I F F I N A N C I N G  CAN 
BE SECURED.

P H A S E  T3T S I T E S  
 wi t h  Popu l a t i on

21. A K I A K  - 186
2 2 . A T M A U T L U A K - I 8 6
23. CHUATHBALUK- 119 
24 C H E F O R N A K - 182
25. E E K  - 195
26. KONGI  GAN AK- 200 
27 K W I G I L L I N G O K - 202
28. M A R S H A L L  - 200
29. MEKORYUK-  195
30. N A P A S K I A K r  210
31. N E W T O K  - 124
3 2 . N I G H T M U T E - I 2 3
33. OSCAR  VI L L E  - 52
34. PL  AT I  NUM -  65
35. R U S S I A N  M I SS ION - I 50
36. SCAMMON BAY - 2 15 
37 S H E L D O N S  PT. - I 36 
38. T U L U K S A K  - 202
3 9 . T U N T U T U L I A K - 2 2 3

>BI

O F A I R B A N K S

A N C H O R A G E



U n ited  S t a t e s  R u ra l  W a sh in g to n
j D ep a r tm en t  E le c t r i f i c a t ion  D.C .
ot A g r icu l tu re  ••• A dm in is t ra t io n  20250

February 17, 1981

SUBJECT: Inquiries about the President's Budget

TO: REA Staff

Recur-1 news stories about possible changes in the REA programs for 1981 and 
1982 have prompted a number of requests for information about. REA.v ̂

All inquiries frcrn the press, Congress, borrowers and others concerning the 
President's budget should be referred to the Office of Information and 
Public Affairs or the Assistant Mruinistrator^.

OIPA may, frcrn time to time, refer sane calls or written requests fran the 
press or members of Congress for basic data or general information about: 
the REA programs to other staff personnel. In these instances, a brief memo 
summarizing the telephone call or a copy of any written material shall L'e 
provided both my office and O I P A .



D e p a r t m e n t  o f  A g r i c u l t u r e

R E D U C T I O N  IN F E D E R A L  F I N A N C I A L  A S S I S T A N C E  T O  C O O P E R A T I V E S  

A N D  P R I V A T E  C O M P A N I E S  A S S I S T E D  B Y  T H E  

R U R A L  E L E C T R I F I C A T I O N  A D M I N I S T R A T I O N  ( R E A )

As o a r t  o f  a g e n e r a l  e f f o r t  t o  r e d u c e  t h e  s h a r e  o f  r e d e r a l  3

l e n d i n g  i n  U . S .  c r e d i t  m a r k e t s ,  and  t o  r e d u c e  F e d e r a l  c o s t s ,  t h e
P r e s i d e n t  p r o p o s e s  t he f o l l o w i n g  c h a n g e s  in t h e  R E A  p r o g r a m :  I

— B e g i n n i n g  i n  1982 ,  d i s c o n t i n u e  F e d e r a l  F i n a n c i n g  Bank 
d i r e c t  l e n d i n g  t o  e l e c t r i c  g e n e r a t i o n  and  t r a n s m i s s i o n  
c o o o e r a t i v e s  and  t o  t e l e p h o n e  c o m p a n i e s  and 
c o o D e r a t i v e s . P r o v i d e  F e d e r a l  g u a r a n t e e s  o f  l o a n s  f r om
p r i v a t e  s o u r c e s  i n s t e a d .  T h i s  a c t i o n  w i l l ^  " r e d u c e  
T r e a s u r y  b o r r o w i n g  by  $ 5 , 1 4 5  m i l l i o n  i n  1 98 2 .  .

Reduce  REA d i r e c t  l e n d i n g  $187 m i l l i o n  i n  )9 81  and $150
m i l l i o n  i n  1982 b y P l i n d n a t i n o  l o a n s  t g ^  t e l e p h o ne
c a m p a n l e n  a n d  c o o p e r a t i v e s  and r e d u c i n g  l o a n s  t o
e l e c t r i c :  c o o p e r a t i v e s .

D i s c o n t i n u e  23 d i r e c t  l o a n s ;  s u b s t i t u t e  a n  e q u i v a l e n t  
amo - . i t  o f  53 l o a n s .

D i s c o n t i n u e  53 d i r e c t  l o a n s  f o r  g e n e r a t i o n  and  
t r a n s m i s s i o n  f a c i l i t i e s ;  s u b s t i t u t e  an  e q u i v a l e n t  amount  
o f  g u a r a n t e e d  p r i v a t e  l o a n s .

T h e s e  c h a n g e s  w i l l  b e  a c h i e v e d  b y :

d i r e c t i n g  t h e  S e c r e t a r y  o f  
F e d e r a l  F i n a n c i n g  Bank 
b o r r o w e r s ;  1/

s e e k i n g  l e g i s l a t i o n  t o  p e r m i t  c h a r g i n g  h i g h e r  i n t e r e s t  
r a t e s  f o r  REA d i r e c t  l o a n s ;

/ — i n s t r u c t i n g  t h e  S e c r e t a r y  o f  A g r i c u l t u r e  t o  t a r g e t  REA
/ / d i r e c t  l o a n s  t o  t h e s e  mos t  i n  n e e d  (more  r e m o t e  a r e a s )

and e n c o u r a c i n o  o t h e r  b o r r o w e r s  t o  . s e e k  c r e d i t  f rom \ » -
1—  p r i v a t e  l e n d e r s ;  and

p r o p o s i n g  b u d g e t  r e s c i s s i o n s  and amendmen t s  t o  b r i n g  REA 
d i r e c t  l e n d i n g  i n t o  l i n e  w i t h  t h e s e  p r o p o s e d  c h a n g e s .

t h e  T r e a s u r y  t o  d i s c o n t i n u e  
d i r e c t  l e n d i n g  t o  REA

1/ The A d m i n i s t r a t i o n  i s  p r o p o s i n g  a b r o a d  r e f o r m  o f  F e d e r a l  
F i n a n c i n g  Bank o p e r a t i o n s  t h a t  w i l l  a f f e c t  o t h e r  a g e n c i e s  as  
’-‘e l l ,  i n c l u d i n g  t h e  F a r m e r s  Home A d m i n i s t r a t i o n  and t h e  
T e n n e s s e e  V a l i e v  A u t h o r i t v .

4-5



T h e s e  p r o p o s e d  a c t i o n s  a r e  b a s e d  cn t h e  f a c t  t h a t  t h e  REA h a s  
l a r g e l y  a c c o m p l i s h e d  i t s  p u r p o s e  —  t o  p r o v i d e  t h e  b a s i c  
i n v e s t m e n t  c a p i t a l  n e c e s s a r y  t o  p r o v i d e  e l e c t r i c  and  t e l e p h o n e  
s e r v i c e  i n  r u r a l  a r e a s .  More t h a n  99% o f  a l l  f a r m s  now h a v e  
e l e c t r i c  s e r v i c e .  The b u l k  o f  b o r r o w i n g  i s  now f o r  p owe r  
g e n e r a t i o n  and  s y s t e m  i m p r o v e m e n t s ,  c o s t s  t h a t  s h o u l d  be  b o r n e  by 
s y s t e m  u s e r s .

I n  t h e  a b s e n c e  o f  r e s t r a i n t ,  REA woul d  c o n t i n u e  t o  e x p a n d  t h e  
r e l i a n c e  o f  r u r a l  u t i l i t y  c o m p a n i e s  on f e d e r a l l y - p r o v i d e d  and  
s p o n s o r e d  c r e d i t .  I t  h a s  b e e n  e s t i m a t e d  t h a t  t h e  REA w ou l d  be  
u n d e r w r i t i n g  n e a r l y  15% o f  t o t 2 1  U . S .  i n v e s t m e n t  i n  e l e c t r i c a l  
g e n e r a t i o n  by  1995 ,  i f  l e f t  u n c h e c k e d .

The m a j o r  r e a s o n  t h a t  t h e s e  s y s t e m s  h a v e  n o t  c o n v e r t e d  t o  u s i n g  
t h e  p r i v a t e  s e c t o r  a s  a m a j o r  c a p i t a l  s o u r c e  i s  t h e  h i g h l y  
f a v o r a b l e  t e r m  s t r u c t u r e  —  f o r  b o t h  t h e  d i r e c t  a nd  g u a r a n t e e d  
l e n d i n g  — o f f e r e d  by  REA. As a c o n s e q u e n c e ,  t h e  a v a i l a b i l i t y  o f  
t h e s e  s u b s i d i e s  r e d u c e s  t h e  n e c e s s i t y  f o r  r e c i p i e n t s  t o  i m p r o v e  
t h e i r  f i n a n c i a l  p o s i t i o n s  i n  o r d e r  t o  a t t r a c t  p r i v a t e  c a p i t a l .  
C u s t o m e r s  o f  R E A - f i n a n c e d  u t i l i t i e s  r e c e i v e  power  a n d  t e l e p h o n e  
s e r v i c e s  a t  r a t e s  t h a t  a v e r a g e  8-12% b e l o w  c u s t o m e r s  o f  r .on-REA- 
f i n a n c e d  u t i l i t i e s .

T a k i n g  t h e s e  a c t i o n s  w i l l  r e s u l t  i n  a d r a m a t i c  r e d u c t i o n  i n  
d i r e c t  F e d e r a l  l e n d i n g  — 5 5 . 5  b i l l i o n  i n  1982 ,  and o v e r  $32
b i l l i o n  b e t w e e n  1982 and 1 9 8 6 .  I n  a d d i t i o n ,  F e d e r a l  i n t e r e s t  
s u b s i d y  c o s t s  w ou l d  be  r e d u c e d  by a b o u t  $27 m i l l i o n  i n  1982 and 
by  a b o u t  $400 m i l l i o n  o v e r  1 9 8 2 - 3 6 .  At t h e  same t i m e ,  r u r a l  
e l e c t r i c  and  t e l e p h o n e  c o n s u m e r s  s e r v e d  by  t h e s e  s y s t e m s  s h o u l d  
c o n t i n u e  t o  r e c e i v e  a d e q u a t e  s e r v i c e  a t  r a t e s  c o m p a r a b l e  t o  t h o s e  
c h a r g e d  t o  c u s t o m e r s  o f  n o n - R E A - f i n a n c e d  u t i l i t i e s .

4-6



The chance3 are expected to result in the following changes in 
funding 1/:

 (in millions cf dollars)__________
1981 1992 1983 1984 1995 1986

Current base:
Loan guarantee
c ommitments......... 6,245 6,245 6,745 7,280 7,870 8,500

Budget authority
and o u t l a y s ......... 4,774 5,752 7,387 7,571 7,520 7,800

Policy reduction:
Loan guarantee
commitments.........  -187 -5,495 -5,935 -6,405 -6,925 -7,480

Budget authority
and o u t l a y s ......... -38 -1,142 -2,328 -3,603 -4,975 -6,450

Proposed budget:
Loan guarantee ^
commitm ents......... 6,058 750 810 875 ,-945 1,020

Budget authority 
and o u t l a y s    4,736 4,610 5,059 3,968 2,545 1,350

1/ The loan guarantees of the RSA are converted to direct 
loans when they are purchased by the Federal Financing Bank. 
These outlays are excluded from the budget totals by law. 
Although these reductions are not included in the budget totals, 
they represent significant savings in Federal borrowing costs.

4 - 7



PROPOSED AMENDMENT TO 1DUSE BILL #165

IMMEDIATE APPROFRIATIONS OF $2QM FOR UTILTriEi 

AFFECTED BY 1981 FEDERAL BUDGET CUTS

Utilities who are REA borrowers and have pending loan applications to the 

REA that may be subject to Federal Budget cuts, will be able to apply to 

the state for refinancing their current debt obligations. Loans made 

under this section will be for an amount not to exceed the amount 

requested in the REA application.



r

United Utilities, Inc.- ^  N A T I V E  O W N E J  C O R P O R A T I O N  ^  

P H O N E :  (907) 276-19305 4 0 0  A  S T R E E T  A N C H O R A G E .  A K  9 0 5 0 3

February 18, 1981

Senator Frank R. Ferguson 
Pouch V
Juneau, Alaska 99811 

Dear Senator Ferguson:

We're most appreciative of your efforts to establish-a. Public Utility 
Revolving Loan Fund. Your Senate Bill No. 107 provides a very viable 
framework within which to create and adm in is te r  this fund. While we're, 
generally very pleased with this bill we have two items that we feel 
are very important to small utilities serving bush conmunities. These 
it was are shown below:

Sec. 42.08.040. CONDITIONS AND LIMITATIONS ON I DANS

(d) Add the following:

Should the utility desire to obtain short term 
financing pending the receipt of a long term 
loan from the Rural Electrification Adminis­
tration (REA) the Department may accept the 
REA's approval of the interim loan an evidence 
sufficient enough to establish the economic 
feasilility of the short term loan.

(g) Add the following:

A lien or collateral for short term loans to 
REA borrowers may be subordinated to any 
existing REA-mortgage agreements that the 
utility may have that requires REA to have 
a first mortgage on all of the utilities 
existing and future properties.

has faced, is the lengthy period of time it takes REA to approve and 
release long term financing. We believe that by adding the above to

A  D O R  E O S :  O .  G o x  4 - 2 7 3 0 A n c i i o h a o e , A l a s k a 9 9 3 0  0



Senator Frank G. Ferguson 
February 18, 1981

Page 2.

Senate Bill No. 107 that it will strengthen the ability Of bush utilities 
to secure interim financing from the revolving loan fund on a timely basis.

P?ease let me know if we can assist you any further and, again, thank you 
for your support.

Regards,

Vinod Batra 
President

V B : pa

cc: Representative Vernon I,. Hurlbert



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

^  N A T I V E  O W N E D  C O R P O R A T I O N  ^  

P h o n I :  (907) 27 6-1 B30

February 18, 1981

Senator Frank R. Ferguson 
Pouch V
Juneau, Alaska 99811 •

Dear Senator Ferguson:

We're most appreciative of your efforts to establish-a Public Utility 
Revolving Loan Fund. Your Senate Bill No. 107 provides a very viable 
framework within which to create and administer this fund. M u l e  we're 
generally very pleased with this bill we have two items that we'.feel 
are very important to small utilities serving bush corrmunities. These 
items are shown below:

/Sec. 42.08.040. CONDITIONS AND LIMITATIONS ON LDANS

(d) Add the following:

Snould the utility desire to obtain short term 
financing pending the receipt of a long term 
loan from the Rural Electrification Adminis­
tration (REA) the Department may accept the 
REA's approval of the interim loan aa evidence 
sufficient enough to establish the economic 

/  feasibility of the short term loan.

(g) Add the following:
#

. A lien or collateral for short term loans to 
REA borrowers may be subordinated to any 
existing REA mortgage agreements that the 
utility may have that requires REA to have 
a first mortgage on all of the utilities 
existing and future properties.

A  major problem that United Utility *s, as well as other bush utilities 
lias faced, is the lengthy period of time it takes REA to approve aid 
release long term financing. We believe that by adding the above to

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



Senator Frank G. Ferguson Page 2
February 18, 1981

Senate Bill No. 107 that it will strengthen the ability bf^bush utilities 
to secure interim financing from the revolving-loan fund on a timely basis.

Please let me know if we can assist you any further and, again, thank you 
for your support.

Regards„

Vinod Batra 
President

VB:pa

cc: Representative Vernon L. Hurlbert
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M ARK  O . HATFIELD , OREO ., CHAIRMAN

TED  STEVENS, ALASKA W ILL IAM  PROXM IRE , W IS . 
JOHN C . STENN IS , M IS S .
ROC CRT C . BYRD, W . VA. 
DANIEL K . INOUYE, HAWAII 
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J IM  SASSER , TENN .
DENNIS DC CONCINI, AR1Z. 
DALE BUMPERS, ARK .

JAMES A . MC CLURE, IDAHO 
PAUL LAXALT, NEV .
JAKE GARN. UTAH 
HARRISON SCHM ITT , N . M EX . 
TMAD COCHRAN, M IS S .
MARK ANDREWS. .4. DAK . 
JAMES ABDNOR. S . DAK. 
ROBERT W . KASTEN , J R . ,  W IS . 
ALFONSE M . D ‘AMATO, N .Y . 
MACK M ATT INGLY , GA . 
WARREN RUDMAN. N .H .
ARLEN SPECTER , PA .

QlCixiieb s$>{aie& S e n a te
COMM ITTEE ON APPROPRIATIONS

W a s h in g t o n , d .c .  20510

J. K E ITH  KENNEDY. GTAFF DIRECTOR 
THOMAS L . VAN DER VOORT, M INORITY STAFF DIRECTOR

June 4, 1981

Honorable Vernon L. Hurlbert 
House of Representatives 
A l a s k a  State Legislature 
P o u c h  V
Juneau, A laska 99811 

Dear Vern:

I understand you called my W a shington office and spoke 
w i t h  Mark Schneider and Joe Darnell. As they told you, the 
Conference Committee on the S u p plem ental-Resci ssion bill 
for the 1981 fiscal year budget adopted the Senate position 
on the Rural E l e c t r ification Administr ation (REA) insured 
loan program.

This means that the insured loan p r o g r a m  for telephone 
and electric  cooperatives is authorized at its full 1981 
level as set by the Appro priations Act for agriculture, P.L. 
96-528.

If we can be of further assistance, p l ease let us know.

W i t h  best wishes,

Cordially

L t e d  SED STEVENS
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(5)

HOUSE

FURTHER:

Mr. Speaker:

The Committee on LABOR & COMMERCE

'An Act relating to motor carriers.

Date

has had HB 169

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

[ 1 

[ ] 

[ ]

[ ] 

[ 1

'>4

do pass [ ] lo not pass

do pass with attached a m e n d m e n t s (s )

replace with CS for _________________________________

and recommends

[ ] same title
[ j new title

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

reports it back without recommendation

referred to the j  r fr - i . /D  ___________________Committee
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Carriers definition of "common carrier" (AS 42.10.420(2)(B)) to read:
"(2) •common carrier1 included (B) a person who leases, rents, 
or provides a motor vehicle for the use of another in trans­
porting property, and who provides, procures, or arranges for, 
directly or indirectly, or by course of dealing, a person other 
than himself to operate [DRIVER OR OPERATOR FOR] the motor 
vehicle or the necessary authority for the use of it on a pub­
lic highway, except when the motor vehicle is leased to an 
authorized common carrier or contract carrier or by a construc­
tion contractor as defined in (12) of this section to another 
construction contractor as so defined, under rules and regula­
tions to be prescribed by the commission;". Amends definition 
of "private carrier" (AS 42.10.420(7) by addition of a new 
subparagraph which states "(7) 'private carrier' is (C) a person 
who rents, leases, or otherwise provides a motor vehicle for 
the use of other s in transporting passengers or property upon 
the condition that he be employed to operate the vehicle;".
Does not provide for an effective date.

Introduced Februarj  17 and referred to Labor & Commerce. 
Municipal Code HOUSE BILL NO. 170, by the Rules Committee by Request of the

Introduced February 17 and referred to Community & Regional 
Affairs.

Revision Legislative Council (for the Title 29 Revision Commission). 
(See SB 180, page 254, identical).

page 285



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

. . . .  ■ : • :• ■■ 
WORK DRAFT PAPER

Lear S

Origina l sponsors: R a n d o l p h  and F a nning

BY THE LABOR A N D
IN THE HOUSE COMMER CE CO MMITTEE

CS FOR HOUSE BI LL NO. 169 (L&C)

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

T W E L F T H  LEGISL A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act r e l atin g to motor carriers."

DE IT ENAC TED BY THE L E GISLATU RE OF T H E  STATE OF ALASKA:

* Section 1. AS 42.10.420(7) is amended by a dding a new subp aragraph to

m otor vehi cle for the use of his employer in t r anspo rting passengers 

or prope r t y  and w h o  o p e rates the vehicl e as an employee, if the 

employer comp en s a t e s  that person with separate disbur s e m e n t s  for 

wages and for the use of the vehicle;

r e a d :

(C) a p e r s o n  who rents, leases, or ot herwise provides a

-L 20A

- 1 - CSHB 1 6 9 (L&C)



THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE 

.FISCAL-J^O IE.

I. REQUEST
Bill/Resolution No. Committee Substitute for House Bill 726 (L ft Cl______________________
Title "An Act providing an exemption from the Alaska Employment Security Act. . . . .11 
Requested bv House Labor and Commerce Committee________________ Date 3 /5 /8 2 ___

H. FISCAL DETAIL
Agency A ffec ted _________la b o r_______________________ •_______________________________________
Program Category Affected___________ Social_Services______________________________________
BRU, Program, or Subprogram(s) Affected Employment Security____________________________
(N ote: If more than one budget component is affected, separate line-item amounts and funding for each 

com ponent in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY 82 FY  88 FY  84 FY  85 FYffET FY8?
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODTTTFS
500 EQUIPMENT
600 LAND & STRUCTURES |

700 GRANTS. CLAIMS. ETC.

TOTAL
0 0 0 0 0 0

FUNDING (Thousands o f Dollars)

GENERAL FUND 0 0 0 0 0 1 0
FEDERAL FUNDS 1
OTHER (Specify Fund Source)

POSITIONS

F U L L  TTME 0 0 0 0 0 0
P A R T  TT ME
T E M P O R A R Y

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
The provisions of this bill would not have a measurable effect on the administra­
tive costs for unemployment insurance nor employer rates for purposes of the 
Unemployment Insurance Trust Fund,

IV. DATE 3 /5 /8 ? _______________ PREPARED BY ^NiCQ-.BuS
AGENCY Department of Lahor.

Original; Legislative Finance PH O N E______ 465-2720
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/81)



THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLA1URE 

FISCAL—ffQTE.

I. REQUEST
Bill/Resolution No. Committee Substitute for House Bill 726 (l_ ft 01________________________ _
Title 11 Ari Act providing an exempt',on from the Alaska Employment Security An- . . . .11 
Requested bv House Labor and Comnarce Committee__________________ Date 3/5/82___________

n . f i s c a l  DETAIL
Agency A ffec ted _________Labor_______________________;_____________________________________
Program Category Affected___________ Social_Services______________________________________
BRU ,Program , or Subprogram(s) Affected Employment Security____________________________
(N ote: If more than one ’uuu^T component is affected, separate; line-item amounts and funding for each 

com ponent in the analysis section.)
EXPENDITURES (Thousands o f Dollars)

FY 82 FY 87 FY 8h FY 85 FY8C' FY87
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EOIJTPMENT
600 LAND & STRUCTURES
700 GP ANTS. CLAIMS. ETC.

TOTAL
0 0 0 0 0  0

FUNDING (Thousands o f Dollais)

GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME 0 0 0 o ._ o 0
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
The provisions of this bill would not have a measurable effect on the administra­
tive costs for unemployment insurance nor employer rates for purposes of the 
Unemployment Insurance Trust Fund.

IV. DATE 3 /5 /8 2 _______________ PREPARED B Y , NlC Q. BUS
AGENCY Department of Labor

Original: Legislative Finance PH O N E______ 465-2720_____________
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/81) ----



THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE 

FISCAL .ftQTE

I. REQUEST
Bill/Resolution No. Committee Substitute for House Bill 726 (L ft 0)__________________
Title "An Act providing an exemption from the Alaska Employment Security Art. . . . 
Requested bv House Labor and Commerce Committee________________ ^ate 3/5/8?______

H. FISCAL DETAIL
Agency A ffec ted _________Labor_______________ '_____________________________________
Program Category Affected___________ Social_Services______________________________________
BRU, Program, or Subprogram(s) Affected Employment Security____________________________
(N ote: If  more than one budget component is affected, separate Line-item amounts and funding for each 

componer* He analysis section.)
EXPENDITURES /housands o f Dollars)

FY 82 FY 8 "3 FY 84 FY 85 FY 86' FY87

100 P E R S O N A L  SERVICES

200 TRAVEL
300 CONTRACTUAL
400 C O M M O D I T I E S

500 E O U T P M E N T
600 L A N D  &  S T R U C T U R E S
700 G R A M S ,  CLAIMS. ETC.

T O T A L
0 0 0 0 0 0

FUNDING (Thousands o f Dollars)

G E N E R A L  F U N D 0 0 0 0 0 0
F E D E R A L  F U N D S
O T H E R  (Specify Fund Source)

POSITIONS

F U L L  TIME 0 0 0 o o 0
P A R T  TIME
T E M P O R A R Y

III. ANALYSIS (Sec Fiscal Note Preparation Instructions, Section III)
The provisions of this bill would not have a measurable effect on the administra­
tive costs for unemployment insurance nor employer rates for purposes of the 
Unemployment Insurance Trust Fund.

IV. DATE 3 /5 /8 ? _______________ PREPARED BY , ^NiCP BUS______
A G E N C Y  Department of Labor

Original: Legislative Finance PHONE 465-2720_____________
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/81) ----



JAV S. HAMMOND. GOVERNOR

DEPARTM ENT OF PUBLIC SAFETY
OFFICE OF THE COMMISSIONER pouch n  - juneau  m u

Any program effects of this bill would be with the Alaska 
y-Transportation Commission, not Department of Public Safety.

The Department of Public Safety collects weight fees at 
time of vehicle registration. However, the determination 
of whether the vehicle is classed as a common carrier or 
private carrier is made by the Alaska Transportation 
Commission.

^ The reclassification which this bill requires would bring 
about a reduction of revenue to the state in reduced weight 
fees.^Tfif-eslfImaEe"~or the amount oFreduction would more 
appropriately be compiled by the Alaska Transportation ^ 
Commission. *

This bill as currently written would have no fiscal im­
pact of the Department of Public Safety.

February 10, 1982

POSITION PAPER - HB 169

William R. Nix 
Commissioner
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* FROM: A N N I E  IN F A I R B A N K S  TO: J U N E A U  INFO.

M
TARGET: LJH2 SUBJ: POM

F'AGE 000

TO: RE:>S. BETTISWORTH, BROWN, FANNING, RANDOLPH, P n GERS AND SMITH
martin, b y l s m a , a n d  g a r d i n e r

€:• FROM; ^ ^ l i  ̂ ^ ^ N I E L S E N ,  OWNER OPERATOR, 1041 P E D R O  S T F A I R B A N K S

f? RE: H OUSE BILL 169

I S U P P O R T  THE P A S S A G E  OF HOUSE BILL 169. _1_ALS0 R E Q U E S T  T H A T  F A I R B A N K S  
BE INCLUDED ON THE T E L E C O N F E R E N CE FOR D I S C U s g n f i T O F THIS felLL

m
■ MSG B 2 - 0 0 0 0 7 1 44 PRTY 1 02/09/ 82 18:31:24 ORIG: LF01 IN= 0009 O U T =  015

FROM: ANNIE IN FAIRBANKS. TO: J U N E A U  INFO.
& TARGET: L.JH2 SUBJ: POM P A G E  OOC

TO: REPS. BETTISWORTH, BROWN, FANNING, RANDOLPH, ROGERS, SMITH, A N D
MARTIN, BYLSMA, AND GARDINER

’<£• FROM: G O V E R N E U R  H. BAYLESS, 212 C O W L E S  ST., F A I R B A N K S  99701 4 5 6 - 4 9 7 0
f

RE: 'HOUSE BILL 169
V »* 
>

I
AS AN OWNER/ OPERATOR, I WOULD LIKE TO SEE THIS BILL PASS. I THINK I, 
WOULD A LLOW ME TO SEEK MORE WORK.

I

MSG 8 2 - 0 0 0 0 7 1 4 4  PRTY 1 02'09/32  18:31:24 ORIG: LF01 IN= 0009 O U T =  0152
FROM: ANNIE IN F A I R B A N K S  TO: JUNEA U INFO.
.ARGET: LJH2 SUBJ: POM P A G E  04

TO: REPS. BETTISWORTH, B R O W N , FANNING, RA,' OLPH, ROGERS, SMITH, MARTIN,
BYLSMA, AND GA RDI N E R

FROM: ALLEN L. KIRBY, M YSE LF AS AN OWNER/OPERATOR, APT. i5 1617 L A U R E N E  ST.,
F A I P B A N K S  99701 452-1860

•RE: HOUSE BILL 169

I S U P P O R T  THE P A S S A G E  OF HOUSE BILL 169. I THINK IT'S A S T E P  IN FREE 
E N T E R P R I S E  SYSTEM.



ALASC-OM, INC. |
PH GNS: L86-L442 

-If 1ME ij.U, 9 9 8 0 ^

#
. * * * ■ . S '  I * *

12057 NL FAIRBANKS ALASKA 118 02-01 510P AST 

PMS REP TERRY MARTIN CHAIRMAN LABOR COMMERCE COMM

j u n 0 2 2 3

^ R g HB16;. WE ARE STRENUOUSLY OPPOSED TO THIS BILL WHICH IS 

BEING CONSIDERED BY YOUR COMMITTEE THE ULTIMATE CONSEQUENCES OF 

THIS BILL AND THEIR EFFECT ON THE TRANSPORTATION SYSTEM AVAILABLE 

FOR SHIPPERS OF THE STATE NEED TO BE EXAMINED CAREFULLY.

LARGE VOLUME SHIPPERS WIN UNDOUBTEDLY BENEFIT AT THE EXPENSE 

OF SMALL BUSINESSMEN WHO WILL FIND SERVICES MORE EXPENSIVE 

AND PROBABLY LESS CONVENIENT. IT PLACES REGULATED CARRIERS 

AT THE DISADVANTAGE OF COMPETING WITH PRIVATE CARRIERS WHO WOULD 

NOW HAVE SIMILAR RIGHTS BUT WITHOUT THE OBLIGATIONS TO PROVIDE A 

VARIETY OF SERVICES OR WITHOUT HAVING TO BARE THE BURDEN OF REGULATED 

RATES, ROUTES AND REPORTS. WE URGE YOU TO TAKE A STRONG 

POSITION AGAINST THE PASSAGE OF HB169.

RICHARD GREGORY PRES SOURDOUGH EXPRESS M C
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TARGET: LJH2 SUBJ: POM

IN= 0009 OUT= 015 2 

PA G E  0001

TO: REPS. BETTISWORTH, BROWN, FANNING, RANDOLPH, ROGERS, SMITH, A ND
MARTIN, BYLSMA, AND GARDI NER

1 -

FROM: T I M O T H Y  GUNDERSON, )4 SALCHA, F A I R B A N K S  99701 4 7 9 - 5 2 1 0  / 4 5 2 - 5 8 1 4

RE: H O U S E  BILL 169

I HAVE C L O S E L Y  E X A M I N E D  HB169 AND B E L I E V E  THAT T H I S  W O U L D  G I V E  ME AS AN 
O W N E R / O P E R A T O R  A MUCH B E T T E R  P O S I T I O N  IN THE O P E R A T I O N  O F  MY EQUIP MENT.  
TODAY, IN ALASKA, THE O W N E R / O P E R A T O R  WHO HAS A L A R G E  I N V E S T M E N T  IN H IS 
E Q U I P M E N T  IS A C A P T I V E  B U S I N E S S M A N  OF THE P E R M I T T E D  C A R R IERS. I U R G E  
P A S S A G E  OF THI S BILL TO C O RRECT THIS  INEQUITY. I W O U L D  BE H A P P Y  TO 
D I SCU SS THIS F U R T H E R  AT E I T H E R  PHONE NUMBER. ~  -----

MSG 8 2 - 0 0 0 0 7 1 4 4  PRTY 1 0 2 / 09/82 18:31:24 ORIG: LF01 IN= 0009 OUT= 0152
FROM: ANNIE IN F A I R B A N K S  TO: J U N E A U  INFO.
TARGET: LJH2 S U B J : POM - P A G E  0003

TO: REPS. BET TISWORTH, BROWN, F A N N I N G , RANDOLPH, ROGERS, SMITH, MARTIN,
BYLSMA, ANT GARDI N E R

FPOM: DON OLSON, SELF- OWNER/OPERATOR, 253 OLD R I C H A R D S O N ,  F A I R B A N K S  99701
4 5 2 - 7 7 5 3

RE: HOUSE  BILL 169

I URGE YOUR S U P P O R T  OF THE PASSAGE OF H.B. 169.

MSG 8 2 - 0 0 0 0 7 1 4 4  PRTY 1 0 2 / 09/82 18:31:24 ORIG: L F01 IN= 0009 O U T =  0152
FROM: ANNIE IN F A I R B A N K S  TO: JUNEAU IN'-O.
TARGET: LJH2 SUBJ: POM P A G E  0006

TO: REPS. BETTISWORTH, BROWN, FANNING, RANDOLPH, ROGERS, SMITH, MARTIN,
BYLSMA, AND GARDINER

FROM: GWEN SUITER, S. R. BOX 70653, F A I R B A N K S  99701 4 8 8 - 6 8 1 8  4 5 2 - 5 8 1 4

RE: HOU SE BILL 169

H OUSE BILL 169 HAS MY ' W H O L E - H E A R T E D’ SUPPORT! IT IS THE VERY T I C K E T  FOR 
O W N E R - O P E R A T O R S  MOVING IN A FREE E N T E R P I S E  SYSTEM. IT IS A STEP F O R W A R D  
IN A P O S I T I V E  DIRECTION. I ALS„.rJ J R G E  YOU TO INC L U D E  F A I R B A N K S  ON THE 
T E L E C O N F E R E N C E  FOR DISC US S I O N  OF THIS BILL. _
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2/18/81

COMMiTTEE REPORT 

HOUSE

FURTHER: F I N A N C E

(5) Date: __________________________

Mr. Speaker:

The Committee on L A E O R  i- CQTiKERC.1.,____________ h a S had______________ ______________

"An A c t  m a k i n g  appropriations for h o us ing loan programs and f o r  
r e s i d e n t i a l  e n e r g y  programs; a n d  p r o v i d i n g  for an effective d at e."

under consideration and (a m a j o r i t y  of the committee) (the comnrttee) 
reports it back with the following recommendations:

[ ] do pass [ ] do not pass

[ ] do pass with attached a m e n d m e n t s ( s )
v ; n  [ x i L  same title

[ ] replace with CS for H  ci j " i _̂__________________________[ ] new title

and recommends

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

[ ] reports it back without recommendation

[ ] referred to t h e _______________ Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHEv RECOMMENDATIONS:

h - '  / I '  O-'&f . V
i /

1

«• A ■ ' - » I V  > r;*

_
' ■ /  T 1

)

CHAIRMAN

/ j j  . rST-6,' . J:

H 60 (Rev. 12/78)



JUaska Jiiaie legislature

House of Representatives

Pouch V 
State Capitol 

Juneau, Alaska 99811

T h e  H o n o r a b l e  J a y  S. H a m m o n d  
G o v e r n o r  S t a t e  o f  Alaska 
P o u c h  A
Juneau, A k  99811 

RE: H B  173

De a r  G o v e r n o r  Hammond:

The H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e  m e t  o n  F e b r u a r y  18, 
1981, to c o n s i d e r  the above r e f e r e n c e d  bill.

The C o m m i t t e e  is s u b m i t t i n g  a C o m m i t t e e  S u b s t i t u t e  d e l e t i n g  
Se c t i o n s  2 and 3, since t h e r e  p r e s e n t l y  e xist current funds 
to c a r r y  out those programs, e v e n  t h o u g h  we b e l i e v e  when  and 
if the p r o g r a m s  are a c t u a l l y  m a d e  a v a i l a b l e  to the public the 
d e m a n d  w i l l  e x c e e d  the a m o u n t s  budgeted.

We p r o p o s e  to increase S e c i o n  1, from $140 m i l l i o n  to $150 
m i l lion, to c o v e r  the cash s h o r t f a l l  o f  the A l a s k a  H o u s i n g  
F i n a n c e  Corpor a t i o n ,  for t h e  S p e c i a l  M o r t a g e  Loa n P u r chase 
P r o g r a m  (AS 18.56.098).

D u r i n g  o u r  d e l i b e r a t i o n s  i t  b ecame e v i d e n t  tha t the p r o g r a m s  
for N O N - c o n f o r m i n g  and E n e r g y  C o n s e r v a t i o n  H o u s i n g  Loans 
(AS 18.56.098) and (AS 44.47.380) needs y o u r  personal i n­
vo l v e m e n t  and c om mitment t o  speed up d e l i v e r y  of the fruits 
of the p r o g r a m s  to the A l a s k a n  Citizen.

It is o u r  b e l i e f  that A d m i n i s t r a t i o n  could m a k e  these p r o­
grams a h i g h e r  priority, t o  m a k e  t he p r o g r a m s  m o r e  available 
to the c i t i z e n s  as soon as possible,. A d d i t i o n a l  Adminis-. 
t r a t i v e  s u p p o r t  and d i r e c t i o n  is n eeded to help the re- 
s p r n s i b l e  a g e n c i e s  i m p l e m e n t  the i n t e n t  of these p r o g r a m s  
c r e a t e d  last year.

The C o m m i t t e e  w o u l d  a p p r e c i a t e  y o u r  o f f i c e s  attenti on to this 
matter.

Official Business

R e p r e s e n t a t i v e  jjurlbert
C h m . , H o u s e  L a b o r  and C o m m e r c e



S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R
J u n e a u

M a r c h  9, 1981

The H o n o ra ble V ernon Hurlbu rt 
Chairman, House Labor and 

Comme r c e  C ommittee 
A lask a S tate L egislatu re 
Pouch V

You w r o t e  m e  indicating that there was a need for my i n v o l v e­
men t  to speed up d e l iv ery of the Non -conforming  and Energy 
C o n s ervation Housing Loans progra m w i t h i n  the Depart m e n t  of 
Commu n i t y  and Regional Affairs. It is my understand ing at 
this time that they are processing loans and a p pe ar to be 
underway. There was, perhaps, a delay in implementing the 
program, but much of the p r o b l e m  was due to statutory c on­
straints under w h i c h  the Depa rtment had to operat e the pro­
gram, such as bilingual staff and the setting up of four 
regional offices, as well as facilitating bank p a r t icipation 
in this program.

I understa nd your concerns, but feel that the p r o gr am is 
operat ing and on its w a y  to satisfy its goals. Thank you 
for alerting me to your concerns.





HOUSE

3 / 4 / s l  FURTHER: FI TANGE

(5)

D a t e :

Mr. Speaker:

The C o m m i t t e e  on L A B O R  &  C O M M E R C E  has had H B  258

"An A c t  m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  to the A l a s k a  S t a t e  H o u s i n g  
A u t h o r i t y ,  f a m i l y  a n d  h a n d i c a p p e d  h o u s i n g  d e v e l o p m e n t  a n d  c o n s t r u c t i o n  
f u n d  for p l a n n i n g ,  d e v e l o p i n g ,  f i n a n c i n g ,  and c o n s t r u c t i n g  h o u s i n g  f o r  
f a m i l i e s  and h a n d i c a p p e d  p e r s o n s ;  a n d  p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

under consideration and reports it bac) as follows:

[ ] do pass [ ] do not pass

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

[ ] replace with CS f o r ______________________________________________ [ ] new title

and rec o m m e n d s

[ ] AND att a c h e s  a " L e t t e r  of Intent" [ j New Fiscal Note

[ ] reports it back w i t h o u t  r e c o m m e n d a t i o n

[ ] re f e r r e d  to t h e _____________    C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  HAVING
DO PASS O T HER R E C O M M E N D A T I O N S :

C HAIRMAN
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House of Representatives

Pouch V 
State Capitol 

Juneau, Alaska 99811Official Business

A p r i l  30, 1981

H o n o r a b l e  S a m  C otton 
C h a i r m a n  H o u s e  F i n a n c e

RE; HB 258

D e a r  R e p r e s e n t a t i v e  Cotton:

The L a b o r  and C o m m e r c e  c o m m i t t e e  passed out HB 258 an 
a p p r o p p i a t i o n  to ASHA.

D u r i n g  testi mony Mr. James C r a w f o r d  D e p u t y  D i r e c t o r  
t e s t ified  that A S H A  n e e d e d  the 15 m i l l i o n  in order 
to o p erate the h a n d i c a p p e d  c o n s t r u c t i o n  fund.

It was b r o u g h t  to our a t . e n t i o n  that the D i r e c t o r  of 
A S H A  in a c o m m u n i c a t i o n s  w i t h  Rep. Cuddy stated that 
A S H A  n e e d e d  only 5 million.

The bill p a s s e d  out w i t h  the 15 m i l l i o n  figure, but it 
w as the w i s h e s  of the c o m m i t t e e  to i n form y o u  of the 
d i f f e r e n c e  of opion  on the amount.

If y o u  have any q u e s t i o n s  p l ease feel free to call 
m e .

S i n c e r l y ,

R e t lrlbert
C h a i r m a n



p rrnF M S K
AUD/7 DIVISION
POUCH W—ALASKA OFFICE BUILDING

THE LEGISLATURE

BUDGET AND AUDIT COMMITTEE JUNEAU. ALASKA 99811

M a r c h  31, 1981

J i m  C r a w f o r d
D e p u t y  E x e c u t i v e  D i r e c t o r  
A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y  
P.O. B o x  80
Anchor age, A l a s k a  99510 

D e a r  Mr. Crawford:

We h a v e  r e v i e w e d  y o u r  letter, d a t e d  M a r c h  9, 1980, c o m m e n t i n g  
o n  o u r  le tter of F e b r u a r y  23, 1980 to the L e g i s l a t i v e  B u d g e t  
and A u d i t  Commit t e e .  Y o u r  remarks are t h o u g h t  p r o v o k i n g  
indeed but, we think, not p r e c i s e l y  p e r t i n e n t  t o  t h e  s u b j e c t  
a d d r e s s e d  in our letter.

F or example, with r e g ard to the time p e r i o d  a l ? o w e d  A S H A  to
d e c i d e  on d i s s e m i n a t i o n  of federal funds, y o u  c i t e  a l e t t e r  
from H U D  c a l l i n g  for a d e c i s i o n  in five days. The H D D  
a l l o c a t i o n s  r e f e r r e d  to are for existing h o u s i n g  u n i t s  and 
rebuil d i n g  of l ow-in c o m e  h o u s i n g  units. N e i t h e r  of t h e s e  
r e q u i r e  new c o n s t r u c t i o n  of units, which is t h e  m a i n  p u r p o s e  
of your r e q u e s t  for the two $15 m i l l i o n  funds.

The r e c o m m e n d a t i o n  in o u r  a u d i t  report, and s u b s e q u e n t  
letter, d e s c r i b e d  a federal a l l o c a t i o n  for c o n s t r u c t i o n  of 
130 new units of f a m i l y  housing  which was lost d u e  to c o n­
str u c t i o n  bids w hi ch e x c e e d e d  avail able funds. W e  m a i n t a i n  
ASHA could have sought additiona l funds through, a b u d g e t  
r e q u e s t  to the L e gislat ure, since, according t o  HUD c o r -  
r e s p o r d e n c e  dated A u g u s t  18, 1977, the federal a l l o c a t i o n  
was r e s e r v e d  for ASHA from J a n u a r y  1973 t h r o u g h  J u n e  1977, 
at which time it was cancelled. We believe f o u r  y e a r s  
s h oul d have b e e n  s u f f i c i e n t  for ASHA to obtain, s u p p l e m e n t a r y
funding for this p r o j e c t  and s i m i l a r  p r o j e c t s  in the future.

Moreover, d u r i n g  that same time period, two e l d e r l y  h o u s i n g  
p r o j e c t s  received HUD a l l o c a t i o n s  but could n o t  be s t a r t e d  
b e c a u s e  of i n s u f f i c i e n t  funds to cover high c o n s t r u c t i o n
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bids. ASHA, however, w a s  able to p r o c e e d  w i t h  a s s i s t a n c e  
from the S e n i o r  C i t izen s H o u s i n g  D e v e l o p m e n t  F u n d  e s t a b l i s h e d  
b y  the L e g i s l a t u r e  in 1976.

A l t h o u g h  n o t  funded, the H o u s i n g  D e v e l o p m e n t  R e v o l v i n g  L o a n  
Fund, c r e a t e d  at the same time as the S e n i o r  C i t i z e n s  Fund, 
is a p r a c t i c a l  vehicle for A S H A  to o b t a i n  f u n d s  to c o v e r  
s h o r t f a l l s  in federal a l l oc ations. From t h e  p o i n t  o f  v i e w  
o f  e f f i c i e n t  cash manageme nt, t h e s e  funds a r e  p r e f e r r e d  o v e r  
c r e a t i n g  new funds outs ide the Stat e T r e a s u r y  t o t a l l i n g  $30 
million. T h e y  are subject to L e g i s l a t i v e  a p p r o p r i a t i o n  as 
w e l l  as r e m a i n i n g  in the S tate T r e a s u r y  until d i s b u r s e m e n t  
b y  ASHA.

We t h e r e f o r e  r e a f f i r m  our p o s i t i o n  that s e p a r a t e  f u n d s  
w i t h x n  ASHA are not n e c e s s a r y  for new c o n s t r u c t i o n  a l l o c a t i o n  
s h o r t f a l l s  F u nding v e h i c l e s  c u r r e n t l y  e x i s r  w h i c h  c a n  be 
u t i l i z e d  w x t h i n  the time p e r i o d  H U D  a l l o c a t i o n s  are available.

G e r a l d  L. W i l k e r s o n ,  CPA 
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  of L e g i s l a t i v e  A u d i t

cc: S e n a t o r  A r l i s s  S t u r g u l e w s k i v / ^

S T A T E  or A L A S K A D I V I SI ON  O F  L E G I S L A T I V E  A U D I T



T E S T I M O N Y  T O  T H E  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  
BY: J A M E S  CRAW FORD, A L A S K A  S T A T E  H O U S I N G  A U T H O R I T Y

A P R I L  29/ 1981

My name is J i m  Crawford, I am the D e p u t y  E x e c u t i v e  D i r ector of 
the A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y  ( A S H A ) . The A l a s k a  State 
H o u s i n g  A u t h o r i t y  is a n o n p r o f i t  pubic c o r p o r a t e  auth ority funded 
t h r o u g h  rental p r o j e c t  rev enues and s u b s i d i e s  from the U nited 
S t ate s D e p a r t m e n t  of H o u s i n g  and U r b a n  D e v e l o p m e n t  ( HUD). A S H A  
p r e s e n t l y  m a n a g e s  or owns and m a n a g e s  over 3,000 a p a r t m e n t  units 
t h r o u g h o u t  the S t a t e  of Alaska. The c o r p o r a t e  a u t h o r i t y  is 
g o v e r n e d  by a five m ember B o a r d  of D i r e c t o r s  a p p o i n t e d  by the 
Governor. The C o m m i s s i o n e r  of the D e p a r t m e n t  of C o m m e r c e  and 
E c o n o m i c  D e v e l o p m e n t  is a m ember of our B o a r d  of Directors.

My r e s p o n s i b i l i t i e s  at A S H A  include, but are not limited to, 
a r r a n g i n g  for f i n a ncing through the tax e xempt bond m a r k e t  and 
other m e t h o d s  of funding for new c o n s t r u c t i o n  activities. As 
b a c k g r o u n d  to the p r e p a r a t i o n  of the l e g i s l a t i o n  under hearing 
today, p l e a s e  let me e x p l a i n  the audits of A S H A ' s  fiscal year 
ended M a r c h  31, 1980. B e c a u s e  A S H A  showe d no a p p arent financial 
p roblems, H U D  a p p r o v e d  A S H A ' s  c o n t r a c t  with  an indep endent 
a u d i t i n g  firm for c o m p l i a n c e  testing and the normal financial 
audit of federal and non federal programs. A S H A  last year 
c o n t r a c t e d  with Peat, Marwick, M i t c h e l l  & Co, for that audit. No 
m a t e r i a l  findings were  reported in the audit of A S H A  a cti vities 
either in the federal p r o gram s or the non federally funded a c t i v­
ities. Next, H U D  a u d i t o r s  did a p e r f o r m a n c e  review, again with 
m u c h  the same result. Finally, D i v i s i o n  of L e g i s l a t i v e  Audit 
c o m p l e t e d  a special r e v i e w  and a full p e r f o r m a n c e  r eview of ASHA.

S u b s e q u e n t  to the r e c o m m e n d a t i o n s  c o n t a i n e d  in the audit report 
and w i t h i n  our C h a i r m a n ' s  response to those reco mmendations ,
H o u s e  B i l l s  256 t h rough 260 were p r e s e n t e d  in draf t for m to the 
L e g i s l a t i v e  B u d g e t  and A u d i t  Commi ttee. We found the r e c o m m e n­
da t i o n s  of the l e g i s l a t i v e  auditors to be e n c o u r a g i n g  and the 
b ills as redraft ed by L e g i s l a t i v e  B u d g e t  and A u d i t  will, if 
p a s s e d  by the L e gislatur e, be a p o s i t i v e  step toward the greater 
p r o d u c t i o n  of needed senior, family and h a n d i c a p p e d  housing 
w i t h ’n the S t a t e  of Alaska.

S p e c i f i c a l l y ,  with regard to H o u s e  Bill  257 and 258, these bills 
e s t a b l i s h  and fund the F a m i l y  and H a n d i c a p p e d  H o u s i n g  Devel o p m e n t  
and C o n s t r u c t i o n  F u n d  in c o m p l i a n c e  with r e c o m m e n d a t i o n  number 2 
of the D i v i s i o n  of L e g i s l a t i v e  A udit w h i c h  states "ASHA should 
seek a d d i t i o n a l  s o urc es of funding of housi ng p r o j e c t s  to assure 
that federal a l l o c a t i o n s  are not lost." As stated in the audit 
r epor t "In 1977, A S H A  had no c h oice but to return to the Federal 
G o v e r n m e n t  two a l l o c a t i o n s  totalling a p p r o x i m a t e l y  $ 3 , 4 6 0 , 0 0 0  due



to the i n f e a s i b i l i t y  of the projects. T h e  allocations were for 
f a m i l y  h o using in J u n e a u  (80 units), and K e t c h i k a n  (50 units)."

A S H A  has two m a i n  p r o g r a m s  with which we deal with the c o n s t r u c­
tion of n e w  f e d e r a l l y  s u b s i d i z e d  housing w ithin  Alaska. T h e  con­
vent i o n a l  low rent p r o g r a m  w h i c h  is a totally H U D  financed 
p r o g r a m  c o n t a i n s  p r o v i s i o n s  for n a t i o n a l l y  applicable  m a x i m u m  
p r o t o t y p e  costs for each project. In a letter r eceived from HUD 
on the c a n c e l l a t i o n  of the J u n e a u  and K e t c hikan projects, HUD 
s t a t e d  that they "v/ere a war e that these p r o j e c t s  have not been 
able to be c o n s t r u c t e d  b e c a u s e  of the p r o t o t y p e  costs in these 
areas have been too low and it is not reasona ble for you to issue 
c o n s t r u c t i o n  c o m m ent s...". Therefore, w h e n  attempting to 
c o n s t r u c t  family and h a n d i c a p p e d  federally s ubsid ized housing 
under the low rent c o n v e n t i o n a l  program, a c o n s t r u c t i o n  shortfall 
o c c u r s  b e t w e e n  a v a i l a b l e  feder al dollars and actual project  cost. 
T h e  p a s s a g e  of HB257 and 258 will allow for grants or loans to 
these p r o j e c t s  in order to cover the c o n s t r u c t i o n  shortfall.

C a p i t a l  funds may also be used for the e n h a n c e m e n t  of the family 
and h a n d i c a p p e d  p r o j e c t s  for the benefit of the p r o g r a m  
recipients. An e x a m p l e  of the e n h a n c e m e n t  p r e v i o u s l y  provided by 
A S H A  in family p r o j e c t s  is the barrier free ha ndic a p p e d  units. 
M o s t  of the c h ang es made in A S H A  p r o j e c t s  which add amenities are 
at the r e q uest of local a d v o c a c y  or advi sory groups  monitoring 
the c o n s t r u c t i o n  of our projects. A  c e n tral m o t i v a t i o n  of both 
the groups a d v o c a t i n g  senior housing and h a ndicapped  housing is 
the p h i l o s o p h y  of age integration. The handic a p p e d  have c o n­
tinually stress ed the need to lead as normal a life as possi ble 
and have facilities, though barrier free, integrated in a family 
atmosphere. Th e seniors have stated a d e f i n i t e  desire to p r o vide 
a l t e r n a t i v e  housing for h a n d i c a p p e d  other than in senior projec ts 
as is p r e s e n t l y  the case.

T h e  next p r o g r a m  A S H A  deals with is the S e c ti on 8 N e w  C o n s t r u c­
tion p r o g r a m  which r e q u i r e s  independent financing. T h e  initial 
f i n a ncial  f e a s i b i l i t y  of an A S H A  tax exempt bond financed project 
e n t ails a d e t e r m i n a t i o n  from H U D  of the per unit annual subsidy 
and fair m arket rent. W h e n  the fair m arket rent has been 
determ i n e d ,  A S H A  s u b t r a c t s  its m a n a g e m e n t  and m a i n t e n a n c e  costs 
and therefore nets to a figure a v a i labl e for am ortization. The 
figure a v a i l a b l e  for a m o r t i z a t i o n  times the number of units in 
the s t r u c t u r e  equals  the amou nt that may be f inanced through the 
tax e xempt bond market. Again, due to the high cost of c o n s t r u c­
tion in Alaska, the figure a v a i l a b l e  for a m o r t i z a t i o n  is insuf­
ficient to cover to total c o n s t r u c t i o n  cost. Therefore, the need 
of a H o u s i n g  D e v e l o p m e n t  and C o n s t r u c t i o n  Fund to cover, in the 
S e c t i o n  8 instance, the fina ncing gap and thereafter co nstr u c t i o n  
shortfall.



F l e x i b i l i t y  and t i m e l i n e s s  are p r i m a r y  reasons  for the crea tion 
of c a p i t a l  funds. Our c o n s t r u c t i o n  a c t i v i t i e s  are tied d i r e c t l y  
to the a v a i l a b i l i t y  of f e de ral funding and the exigencies  of the 
bond market. Our f a c i l i t i e s  m u s t  be c o m p l e t e d  w i t h i n  A l a ska's  
short c o n s t r u c t i o n  season. Our efforts, as i llu strated by the 
p r o p o s e d  leg islation, are to speed the c o n s t r u c t i o n  of needed 
h o u s i n g  w i t h i n  the State. A S H A  b a s i c a l l y  has two o p tions when 
faced with a c o n s t r u c t i o n  short fall as in the case of our p r e­
sent J u n e a u  senior project:

1. C u t  the p r o j e c t  size as in the c u rrent J u n e a u  instance from 
24 to 20 units and cut amenities? or

2. A l t e r n a t i v e l y  to admit the financial i n f e a s i b i l i t y  of the 
p r o j e c t  and defer cons truction.

A n o t h e r  reason for the c r e a t i o n  of the funds is the actions of 
the F e d e r a l  Govern m e n t .  A c c o r d i n g  to an analysis of HUD budget 
cuts in the W a l l  S t r e e t  J o u r n a l  of M a r c h  14, 1981, conven t i o n a l  
new c o n s t r u c t i o n  s u b s i d i z e d  housin g will be cut 32.7% from 
260,000 units p r e v i o u s l y  p r o p o s e d  to 175,000; new c o n s t r u c t i o n  
a u t h o r i z a t i o n  in the S e c t i o n  Eight p r o g r a m  would  be cut 39.4% 
from 130,000 to 78,750 for the entire country. O b v i o u s l y  then 
A S H A  m ust stretch a v a i l a b l e  federal d o l l a r s  to their m a x i m u m  and 
su p p l e m e n t  those funds by lever a g i n g  in the bond m a r k e t  and also 
ask the l e g i s l a t u r e ' s  c o n s i d e r a t i o n  of the p r o b l e m  by proposing 
HB257 and 258.

Of a d d i t i o n a l  c o ncer n to A S H A  is the p r o p o s e d  e l i m i n a t i o n  of the 
Indian H o u s i n g  P r o g r a m  u t i l i z e d  by the region al housing 
authori ties. A  s u b s t a n t i a l  p o r t i o n  of the need for family 
h o u sing is c e n tered in the rural areas of the State. In order 
for the r e g ion al housing a u t h o r i t i e s  to meet the needs of their 
p r o g r a m  recipients, c a p i t a l  funding must be a v a i l a b l e  which will 
a u g m e n t  those funds still a v a i l a b l e  through the U.S. D e p a r t m e n t  
of H o u s i n g  and U r b a n  D e v e l o p m e n t  and the F a r m e r s  Home 
A d m i n i s t r a t i o n .

T h e  p a r t i c u l a r  needs of h a n d i c a p p e d  indivi duals and their incum­
bent greater cost in the d e v e l o p m e n t  of housing could be a c c o m­
mo d a t e d  by the p a s s a g e  of HB257 and 258.

ASIIA is p r e s e n t l y  w o r k i n g  wit h the State  D e p a r t m e n t  of Labor and 
the C e n s u s  D i v i s i o n  to i s olate the need for housing then prepare 
a p r i o r i t i z e d  five year c o n s t r u c t i o n  a l l o c a t i o n  r e c o m m e n d a t i o n  
for H U D  c o n currence. In the event the capital c o n s t r u c t i o n  funds 
are e s t a b l i s h e d  and funded, A S H A  will be able to more  a g g r e s­
siv e l y  p e r f o r m  m a r k e t i n g  p l a n s  s t a t ewide  for the benefit of 
7\SHA' s p r o g r a m  r e c i p i e n t s  and those p r o g r a m  r e c i p i e n t s  of the



r e g i o n a l  housing authorities. E x i s t i n g  i nformati on c o n c e n t r a t e s  
on a v a i l a b l e  h o usin g stock and does not isolate the need for 
housing. It is our intentio n to wo rk c l o s e l y  with the r egio n a l  
h o using a u t h o r i t i e s  to assist them in their f u l f i l l m e n t  of the 
h o u s i n g  needs in the rural areas of the S tate as well as p r o­
viding for the urban needs of A l a s k a ' s  families and handicapped. 
P a r t i c u l a r l y  in the face of a v.’ildly f l u ctuating bond m a r k e t  a 
g a p  b e t w e e n  a v a i l a b l e  c o n s t r u c t i o n  d o l l a r s  and actual c o n s t r u c­
tion costs wil l force the dela y or even c a n c e l l a t i o n  of needed 
h o u sing projects. N a t i o n a l l y  e s t a b l i s h e d  c o n s t r u c t i o n  m a x i m u m s  
do not refle ct A l a s k a ' s  costs. C o n s equently, o t h e r w i s e  w o r t h y  
p r o j e c t s  may not be built. We believe that HB257 and 258 are 
c o n s i s t e n t  with the r e c o m m e n d a t i o n s  of the L e g i s l a t i v e  B u d g e t  and 
A u d i t  C o m m i t t e e  audit o r s  and that the legislation, if enacted, 
will be a p o s i t i v e  ste p for the greater p r o d u c t i o n  of housing for 
familie s and h a n d i c a p p e d  w i t h i n  Alaska.

P u r s u a n t  to a request from S e n ator F i scher when c o r r o l a r y  bills 
w e r e  under hea ring in S e n a t e  S tate A f f a i r s  I have a t t ached to my 
t e s t i m o n y  a listing of a n t i c i p a t e d  family and h a n d i c a p p e d  p r o­
jects t h r o u g h o u t  the State. T h e  listing d e tails the location, 
cost and p o t e n t i a l  source of funding for the p r o jects in total. 
S e v e r a l  a s s u m p t i o n s  are c r i t i c a l  to the analysis of the attache d 
list. T h o s e  a s s u m p t i o n s  are

1. S q u a r e  footage cost is e s t i m a t e d  at an average $95.00 per 
square foot. Natura l l y ,  cost d i f f e r e n t i a l s  exist between 
urban and rural const r u c t i o n ,  however, e c o n o mies of scale on 
a larger p r o j e c t  s hould o f f s e t  the greater costs of smaller 
p r o j e c t s  and t h e r e f o r e  m e e t  the average.

2. Base d on rates a v a i l a b l e  in the c u r r e n t  tax exempt bond 
m a r k e t  and p r e s e n t  fair m a r k e t  rents as set by the U.S. D e­
pa r t m e n t  of H o u s i n g  and U r b a n  D e v e l o p m e n t  ( H U D ) , we a n t i c i­
pate that a p p r o x i m a t e l y  o n e - t h i r d  of the total cost w oul d be 
r e q u i r e d  as a S t a t e  subsi dy at the time of c o n s t r u c t i o n  and 
two-th i r d s  c ould be covered by d ir ect H U D / F a r m e r s  Home  
l o a n s / b o n d s  or tax exempt bonding by ASHA.

3. T he list was d e t e r m i n e d  based upon p roje c t s  that have been 
proposed, a n t i c i p a t e d  d emand as evidenc ed by A S H A ' s  waiting 
lists in our e x i sting p r o j e c t  and the c u r r e n t  a c t i v i t i e s  and 
p lans of regi onal h o using authorities.

4. P r o j e c t s  listed have yet to be a n a lyzed for a ct ual financial 
f e a s i b i l i t y  and t h e r efore r e p r e s e n t  e s t i mated needs only.

5. T h e  lists are a l p h a b e t i z e d  and no p r i o r i t y  has been g i v e n  to 
the projects.



Square footage e s t i ma ted for family and hand icapped housing 
is 1,067 square feet for m i x e d  two, three and four b e droo m 
units. P r e s e n t l y  A S H A  has 27 h a n d i c a p p e d  units in our senior 
projects.
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o f  c.ov.:-,.i1?:rrv • n t l h r f.r o f  o n  i t s

*1 <*• • A n c h o r a g e 125
2. R e t h c 1 50
3. C o r d o v a .‘20
4 . Fa i rbanks 75
5. J u n e a u 50
6 . Xod i a ' 7 5
7 . X e n a i / S o l d o t n * 50
8. L o m e 50
Q # S i t '< a 24
10. '/aide 25
11. R e g i o n a l  H o u s i n g  A :‘-.hor i tv d e m a n d SQ4

T O T A L  1,128

A s s u m i n g  F. *1 need for j , \ in u n i t s  of fanilv and h a n d i c a p p e d  
h o u s i n g ,  the e s t i m a t e d  c o s t  is os follows: ; • .

1,138 X 1,087 seju.»•••■> f'-'ot 'mix^d two, three 
an d  Tour h e d r o ^ m  • i *■.-.) ■ x 1.?. r o n n o n  area

X S 9 5 . G 0  per suuar'' foot - .'144,905,9 4 4.00

Lan d cost at per unit = 3, 564 , 000. 00

F e e s  for architect:* and e n g i n e e r s ,  etc.
(8* c o n s t r u c t i o n )  - 1 1 , 5 6 0 , 4 7 5 . 0 0

C o n t i n g e n c y  and c ^ ’t o r bond issuance, etc. = 1 1 , 5 0 0 , 0 0 0 . 0 0

I n t e r i m  i n t erest ■ r.r.unn h a v e  m o ney year
b e f o r e  p r o j e c t  c o m p l e t i o n )  = 1 2 , 0 0 0 , 0 0 0 . 0 0

A S H A  administ* »t i ( : n v /  he more  or less
for R e g i o n a l  ‘•■•■'.us: sc A u t h o r i t y  p r o j e c t s )  8 , 1 0 0 , 0 0 0 . 0 0

"O'^AL S191, 230, 419. 00

A s s u m i n g  total c o ,->- <;r ? 1 9 i , 230, 419 . 00

T O T A L  r.^ATF HljD/F A R M F . R 1R
F.ST I ".ATF.D nr.VA.in r t - T T ;n>; SIW S I  [ ) ' : HOV". O R  A S H A  F I C A N C I N C

$ 1 9 1 , 2 3 0 , 4  19.00 •*63,879,729 . 53 S 127 , 550 , 689 . 47
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Mr. Speaker:

Tie Committee on LABOR & COMMERCE

D a t e :

.has had HB 292

"An Act making a special appropriation to the Department of Lav; for 
investigation of automobile repair abuses; and providing for an 
effective date.”

u nder c o n sideration  and reports it b a c k  as follows:

[ '/j do pass [ ] do not pass

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

[ ] replace with CS fcr _________________________________

and recommends

[ ] same title 
[ ] new title

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

[ ] reports it back without recommendation

[ ] referred to the    Committee
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..ATTORNEY r,F!MERaT.

5UBJEO:

A u t o m o b i l e  r e p a i r  p r o b l e m s  
as p e r c e i v e d  b y  the state  
C o n s u m e r  P r o t e c t i o n  O f f i c e

By:
A s s i s t a n t  A t t o r n e y  G e n e r a l  
Chief, C o n s u m e r  P r o t e c t i o n  
Section A G O / A n c h o r a g e

Putting it s i m p l y  to s t a r t  with, a u t o m o b i l e  r e p a i r  c o m p l a i n t s  
filed by c o n s u m e r s  w i t h  o u r  o f f i c e  are, a n d  h a v e  b e e n  for at 
least six years, t h e  m o s t  n u m e r o u s ,  the m o s t  p e r s i s t e n t ,  
among the m o s t  c o s t l y ,  a n d  the l e a s t  s o l v e a b l e  c o n s u m e r  
problems t h a t  w e  see. A  l e g i s l a t i v e  a u d i t  in 1979 h e l p e d  us 
identify the e x t e n t  o f  this p r o b l e m :  a u t o m o b i l e  r e p a i r  
complaint s w e ’"e o u r  m o s t  n u m e r o u s  c o m p l a i n t s ,  n u m b e r i n g  281 
o u t  of 2,229 c o m p l a i n t s  f i l e d  by A l a s k a n s  in FY79, 13% of 
all of our c o m p l a i n t s .  In FY79, o u r  o f f i c e  w a s  a b l e  to 
ob t a i n  a s a t i s f a c t o r y  r e s o l u t i o n  for c o n s u m e r s  in 39 .2% of 
all the c a s e s  w e  h a n d l e d ,  b u t  o n l y  a p p r o x i m a t e l y  1 6.5% of 
automo bile r e p a i r  c o m p l a i n t s  w e  h a n d l e d  had any s o r t  of 
consumer s a t i s f a c t i o n  as a r e s u l t  of o u r  e f f o r t s .  T h i s  low 
m e d i ation rate p r e v a i l s  today, e v e n  t h o u g h  a u t o  r e p a i r  
compla ints a r e  o f t e n  o n e s  o n  w h i c h  o u r  o f f i c e  s p e n d s  the 
m o s t  time and e f f o r t  in p e r s o n a l  c o n t a c t  w i t h  b o t h  b u s i n e s s  
and consumer in m e d i a t i o n  a t t e m p t s .  1/

Alaskan s are n o t  u n i q u e  in t h e i r  p r o b l e m s  w i t h  a u t o  repair. 
The Federal T r a d e  C o m m i s s i o n  has found that a u t o  r e p a i r  
compla ints are the n u m b e r  1 c o m p l a i n t  in 49 o u t  o f  50 states. 
T h e  U.S. C o m p t r o l l e r  G e n e r a l ' s  Report , J a n u a r y  11, 1980, 2/ 
cites a 1978 e s t i m a t e  that 20 b i l l i o n  c o n s u m e r  d o l l a r s  a

1/ FY 80/81 f i g u r e s  a r e  n o t  a v a i l a b l e ,  s i n c e  the s e c t i o n  
has only a m a n u a l  r e c o r d - k e e p i n g  system. T h e  d a t a  is a v a i l a b l e ,  
b u t  we have n ot c o m p i l e d  it. W e  a r e  c e r t a i n  a u t o  r e p a i r  p r o b l e m s  
ha v e  maintained their p r o m i n e n c e  in o u r  c a s e  load.

2/ "Public and P r i v a t e  C o o r d i n a t i o n  N e e d e d  If A u t o  R e p a i r  
Problems Are To Be R e d u c e d . "
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year are l o s t  i n  the c o u n t r y  o n  a u t o  r e p a i r  o f  124 m i l l i o n  
vehicles. T h e  C o m p t r o l l e r ' s  r e p o r t ,  b a s e d  o n  a s t u d y  of 
county, state, f e d e r a l ,  a n d  i n d u s t r y ,  a u t o  r e p a i r  e n f o r c e m e n t  
and c o n c i l i a t i o n  p r o g r a m s ,  f o u n d  the f o l l o w i n g  a u t o  r e p a i r  
problem s to t h e  m o s t  c o m m o n :

(1) f a u l t y  r e p a i r s , w h e r e  a p r o b l e m  r e o c c u r s  o r  is not 
improved at a l l  b y  r e p a i r  e f f o r t s ;

(2) u n n e c e s s a r y  r e p a i r s , m a d e  e i t h e r  t h r o u g h  m i s t a k e n  
or i n c o m p e t e n t  d i a g n o s i s ,  or b e c a u s e  o f  fraud;

(3) u n a n t i c i p a t e d  r e p a i r  c o s t s , o r  w h a t ' s  k n o w n  as the 
"5 o ' c l o c k  s u r p r i s e "  w h e n  a c o n s u m e r  c o m e s  to p i c k  u p  the 
car and is a s k e d  tc p a y  f o r  u n a u t h o r i z e d  w o r k  o r  a p r i c e  in 
excess of e i t h e r  the f o r m a l  o r  i n f o r m a l  e s t i m a t e  e a r l i e r  
given.

These are a l s o  the m o s t  c o m m o n  p r o b l e m s  for A l a s k a n s ,  as 
well as this fourth:

(4) d e c e p t i v e  r e p a i r  c h a r g c s - - w e  a r e  f a i r l y  c e r t a i n  
that some A l a s k a n s  a r e  c h a r g e d  for p a r t s  or s e r v i c e s  w h i c h  
have not b e e n  p r o v i d e d  at all, or w h i c h  d i f f e r  from w h a t  was 
actually p r o v i d e d  (e . g . , c h a r g e d  for a "new" p a r t  w h e n  a 
"rebuilt" w a s  i n s t a l l e d ) .

Also, it s h o u l d  be r e m e m b e r e d  t h a t  the c o s t  of a u t o  r e p a i r s  
.is e x t r e m e l y  high, n o t  o n l y  in te rms of c a s h  p a i d  for the 
repair, but a l s o  in t e r m s  of l o s t  time and c o n v e n i e n c e .
Many of the r e p a i r  c o m p l a i n t s  w e  s e e  i n v o l v e  c h a r g e s  over 
$500.

Alaska does  n o t  l i c e n s e  a u t o  m e c h a n i c s  nor a u t o  r e p a i r  
shops. A few s t a t e s  d o  this, b u t  o u r  o f f i c e  w o u l d  n o t  
recommend t h i s  s t e p  at t h i s  time, s i n c e  the s t a t e  w i s h e s  to 
stay out of the r e g u l a t i o n  area. It is o f t e n  s u g g e s t e d  by 
commu n i t y  b u s i n e s s  g r o u p s  t h a t  the C o n s u m e r  P r o t e c t i o n  
Office s h o u l d  s e e k  o u t  a n d  p r o s e c u t e  the "bad a p p l e s "  in an 
.industry, a n d  t h r o u g h  p r o s e c u t i o n  o f  those s h o p s  or mechanics, 
create an e f f e c t i v e  d e t e r r e n c e  for the rest of the industry. 
However, w i t h o u t  m e c h a n i c a l  e x p e r t i s e  on the C o n s u m e r  P r o t e c t i o n  
staff, or the m o n e y  to h i r e  o b j e c t i v e  e x p e r t s  w h o  c a n  assess 
the repair w o r k  w h i c h  h a s  b e e n  d o n e  on an a u t o m o b i l e ,  m o s t  
autom o b i l e  r e p a i r  c o m p l a i n t s  d e g e n e r a t e  i n t o  " s w e a r i n g  
matches" b e t w e e n  a c o n s u m e r  a n d  a m e c h a n i c .


