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MINUTES 

Northwest Open Access Network 
Meeting of the Board of Directors 

August 12, 2020 
 

Via Video Conference and Conference Telephone Due to Covid-19 Pandemic 

 

The meeting of the Board of Directors of Northwest Open Access Network ("NoaNet") 
commenced at 9:04 a.m. on August 12, 2020.   

Present 

The following Board members were in attendance: 

Chris Folta (Benton PUD) 
Roger Wright (Franklin PUD) 
Angela Bennink (Kitsap PUD) 
Colin Willenbrock (Pend Oreille PUD) 
Linda Gott (Mason PUD No. 3) 
Ken Collins (Jefferson PUD) 
Dean Kovacs (Energy Northwest) 
Jason Dunsmoor (Pacific PUD) 
Steve Schopfer (Clallam PUD) 
Ron Gadeberg (Okanogan PUD) 

Also present were: Tom Farmer (Mason PUD. No. 3); Annette Creekpaum (Mason PUD 
No. 3); Ben Hooper (Franklin PUD); Rick Larson (Pend Oreille PUD); Sarah Holderman (Pend 
Oreille PUD); Jim Civilla (Kitsap PUD); Kevin Streett (Jefferson PUD); Will Purser (Energy 
Northwest); Dave Anderson (Clallam PUD); Sean Delplain (Clallam PUD); Dave Spencer 
(NoaNet); Paul Harding (NoaNet); John Fryling (NoaNet); Craig Nelsen (NoaNet); John Smith 
(NoaNet); Mike Henson (NoaNet); Claire Ward (NoaNet); Cindy Zehnder (NoaNet consultant); 
Christine Pihl (RBC Capital Markets); Sophie King (RBC Capital Markets); Don Cohen (Gordon 
Thomas Honeywell). 

Those present attended by video conference or speaker phone. 

Preliminary Remarks 

President of the Board Linda Gott welcomed those present.  She stated there would be an 
executive session at the end of the meeting for CEO performance review follow-up. 
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Approval of Minutes 

The minutes of the Board of Directors meeting of June 10, 2020 were presented for 
approval.   

Motion:  Roger Wright moved, and Angela Bennink seconded, approval of 
the minutes of June 10, 2020.  The motion passed. 

Approval of Payments for May and June 2020 

 NoaNet CFO Paul Harding commented on several items in the May and June 2020 payment 
approval forms.  He noted that the one-half of the 2020 Pension Plan payment had been made.  
Discussion followed indicating that Pension Plan payments, including employee contributions of 
2%, are now being made monthly. 

Motion:  Linda Gott moved, and Ken Collins seconded, approval of the 
expenses in the Payment Certification forms for May and June 2020, dated 
May 31, 2020 and June 30, 2020, respectively.  The motion passed. 

Financial Report 

 Paul Harding focused on the June financial reports.  He stated that the financial results have 
been excellent for the first half of the year.  Cash is up significantly.  Accounts receivable are up 
17% from last year.  Accounts payable are down significantly.  Cash flow is up significantly from 
last year.  Operating income was 65% above last year, and EBITDA was 79% above last year.  
Budget-to-actual figures were:  revenues—99%; expenses—98%.  Mr. Harding reviewed 
NoaNet’s loan payments and Pension Plan payments.  Adjusted operating income (net of one-time 
items) is up significantly from last year, and 2020 Pension Plan payments are being made, as 
contrasted with 2019 when they were deferred for the first half of the year.  CEO Dave Spencer 
noted that EBITDA as a percentage of operating revenues was up significantly, which is an 
indicator of strong performance.  Annual revenue per employee is also up significantly, and all 
debt service covenants were met.   

 Discussion followed, including days of liquidity on hand and current ratios.  Dave Spencer 
commented that improvement on these metrics is a multi-year process.  Second quarter operating 
revenues were up significantly from 2019.   

 There were comments on NoaNet’s outstanding financial performance. 

 Paul Harding and Dave Spencer reported that a settlement had been reached with PURMS 
on NoaNet’s outage service credit claim.  The settlement includes reimbursement of NoaNet’s 
attorneys’ fees of approximately $43,000, and it clarifies that PURMS will not be covering service 
level agreement contract-based claims.  That will apply to all PURMS members unless there are 
changes overall in PURMS’ comprehensive general liability coverage in the future.  NoaNet will 
be reviewing whether its CGL coverage is adequate for the future.   
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Review of Capital Financing Options 

 COO Craig Nelsen expressed appreciation for the time Board members had taken speaking 
by phone with him on the subject of capital financing options.  He stated there are various options, 
and NoaNet’s goal is to achieve more focused direction on this at the September Board meeting.   

 Mr. Nelsen, along with Annette Creekpaum, described conversations with lenders, 
including Washington Trust Bank, involving Dave Spencer, Paul Harding, and Ms. Creekpaum.  
Despite NoaNet’s excellent financial performance, the bank is still trying to reduce their own risk 
by focusing on financing only specific NoaNet projects.   

 A suggestion was made about NoaNet having an independent financial advisor.  It was 
noted that Alan Dashen and his firm had played that role in the past.    

 Paul Harding stated that, if there were guarantees from the NoaNet Members, the banks 
might be more interested in lending.  This led to a discussion of explicit Member Guarantees, 
which the banks want, along with strong debt covenants and cash reserves.  Member financial 
statement treatment of guarantees was also discussed. 

 There had been an RFP issued to banks, and several expressed interest, but the Covid-19 
situation put that process on hold. 

 There was discussion of the provisions in the Bylaws available to support NoaNet 
financing—i.e., Member Guarantees, and Member assessments with a covenant by NoaNet to 
assess Members if necessary to meet required debt service payments.  The latter is involved in the 
Washington Trust Bank loans and line of credit. 

 Dave Spencer stated that, since the discussion with banks indicated their focus on only the 
lowest risk situations from the banks’ point of view, NoaNet began exploring issuing bonds.  
NoaNet has been conferring with Christine Pihl of RBC Capital Markets, which has served as 
underwriter on several NoaNet Members’ bond issues.  Ms. Pihl stated that NoaNet would have a 
separate financial advisor, since her firm’s role is that of an underwriter of the bonds.    

 Ms. Pihl reviewed the greatly reduced interest rates the bond market has experienced since 
January 2019.  She stated that borrowers will be interested in the security for repayment of the 
bonds issued.  She described several alternatives, including time period for repayment, and with 
and without explicit Member Guarantees.  All the alternatives assume issuing approximately $25 
million in taxable bonds later this fall.  The bonds would refund NoaNet’s current loans and 
provide new capital funding. 

 Ms. Pihl estimated the interest rate differential with and without Member Guarantees:  
1.841% with Member Guarantees (A+ rating) and 4.715% without Member Guarantees (BB 
rating).  She stated that the total debt service difference would be approximately $4 million, with 
average annual debt service approximately $400,000 higher without Member Guarantees.  Bond 
insurance might also be necessary without explicit Member Guarantees. 
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 Ms. Pihl described different scenarios with different time periods for repayment, portions 
to be used to refund current loans and for capital financing, and different amounts of proceeds of 
the bond issue.  She stated that any of the options would refund existing loans, including Member 
loans, and would not have the complicated Washington Trust Banks debt service covenants 
NoaNet is presently required to meet. 

 Craig Nelsen then summarized other funding alternatives, in addition to issuing bonds.  
These included a Member revolving line of credit, Members financing projects in their own service 
areas, and different financing roles for Energy Northwest, including loaning on specific projects.  
Dean Kovacs said Energy Northwest is currently evaluating this idea.  He and Mr. Nelsen 
described current and potential synergies between NoaNet and Energy Northwest.   

 Craig Nelsen stated again that NoaNet staff’s hope is that this subject will be discussed 
further at the September Board meeting, not necessarily producing a decision at that meeting, but 
to make clearer the direction NoaNet should focus its efforts on, in coordination with Members.   

 There was discussion throughout this agenda item. 

 Linda Gott then encouraged those present to indicate how they felt about the various 
funding alternatives at this stage of discussion.  Many of those who spoke supported the idea of 
NoaNet issuing bonds to promote long term financial stability, eliminate complicated bank 
covenants, and take advantage of the low interest rates.  Issuing bonds was not the first choice of 
everyone who spoke, however, and one person indicated that his utility was not interested in the 
bond alternative.  One person expressed the view that NoaNet should consider waiting a year to 
issue bonds to fund new projects, given NoaNet’s strong financial performance.  Others said that 
low interest rates make issuing bonds sooner more attractive, and that NoaNet needs a long-term 
financing plan.  One person stated that, if there were Member Guarantees, the bonds should be 
issued for no longer than a 10-year term, and the guarantees should be based on an equitable 
adjustment of percentages to 10% for each Member.  This prompted discussion of the subject of 
NoaNet Member percentage interest adjustments more generally (i.e., both as to obligations and 
benefits), a subject that had begun to be discussed previously, but was deferred considering the 
Covid-19 situation.  Not everyone who spoke was prepared to support the 10% across-the-board 
Member Guarantee model at this time.  Many who spoke said they would be discussing all of these 
issues further with their Commissions before the next NoaNet Board meeting. 

 Craig Nelsen and Dave Spencer expressed their appreciation of the discussion.  Staff will 
further evaluate funding alternatives and be in communication with the Members. 

Covid-19 Emergency Declaration Update 

 Craig Nelsen noted that there had been no further customer requests for fee forgiveness, 
like the one discussed with the Board at an earlier meeting. 

 Chief Security Officer Mike Henson provided an update of discussions with the State and 
other entities regarding additional activities for remote education this fall. 
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 Dave Spencer summarized the status of efforts concerning NoaNet’s eligibility for ETC 
(Eligible Telecommunications Carrier) designation, which is a requirement for RDOF federal 
funding.  He stated that WUTC legal counsel believes wholesale providers are not eligible—i.e., 
there must be retail authority—so a legislative change would be necessary.  As a result, NoaNet 
submitted a federal funding statement of intent in coordination with a private retail provider, as 
outlined at a previous Board meeting.  This led into the next agenda item of legislative update. 

Legislative Update 

 There was discussion of legislative efforts underway to support PUD retail 
telecommunications authority or a wholesale ETC alternative.  The importance of access to federal 
funding to support broadband expansion was emphasized.  Dave Spencer summarized multiple 
efforts underway with various entities regarding broadband funding. 

Operations and Marketing Report 

 NoaNet Chief Technology Officer John Smith commented that sales had been 
excellent.  He also reported that network reliability continues to be outstanding, with NG-
911reliability having been 100% since the project’s inception.  He also commented on 
NoaNet’s excellent response time, particularly on NG-911.  Mr. Smith then described new 
equipment purchases and engineering highlights, including significant wireless activities.  
He also summarized NOC training underway and commented on a network storage project 
with Energy Northwest that has been completed. 

 Mike Henson noted the NG-911 revenue now flowing to NoaNet, despite the 
previous provider’s transition delays that initially made things more difficult for NoaNet, 
but ultimately led to NoaNet’s providing better service.  

 Craig Nelsen described sales highlights, noting that projections are being exceeded.  
He commented on significant customer renewals and other bids and opportunities being 
pursued in various sectors. He also mentioned work on rebranding and website revisions, 
which will be discussed further at the September Board meeting. 

Executive Session 

 An executive session was convened at 12:06 p.m. to discuss the CEO’ performance 
evaluation.  It was anticipated to last approximately 45-60 minutes.  The executive session 
concluded at 1:06 p.m.  No action was taken during the executive session. 

Adjournment  

 There being no further business, the meeting of the Board of Directors adjourned at 1:06 
p.m. 

       Respectfully submitted, 
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__________________________________ 
David H. Spencer 
Chief Executive Officer 

 
 
Attest: 

______________________________ 
Linda Gott 
President of the Board 


