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5-1695L

Original sponsor: Labor and Commerce
Committee

IN THE HOUSE BY THE JUDICIARY COMMITTEE
CS FOR HOUSE BILL NO. 394 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to electric and telephone coopera—
tives; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 10.05.376(c) 1is amended to read:
(c) The [EXCEPT AS PROVIDED IN AS 10.25.245, THE] provisions
this chapter govern the procedures for and effect of the merger.
* Sec. 2. AS 10.25.010 is amended to read:
Sec. 10.25.010. POWERS OF ELECTRIC OR TELEPHONE COOPERATIVE.
Except as provided in (b) of this section, an [AN] electric or tele—
phone cooperative may

(1) sue and be sued in its corporate name;

(2) have perpetual existence;

(3) adopt a corporate seal and alter it;

(4) construct, buy, lease, or otherwise acquire, and equip,
maintain, and operate, and sell, assign, convey, lease, mortgage,
pledge, or otherwise dispose of or encumber lands, buildings, struc—
tures, electric or telephone lines or systems, dams, plants and equip—
ment, and any other real or personal property, tangible or intangible,
which is necessary, convenient® or appropriate to accomplish the
purpose for which the cooperative is organized;

(5) buy, lease, or otherwise acquire, and use, and exercise
and sell, assign, convey, mortgage, pledge or otherwise dispose of or
encumber franchises, rights, privileges, licenses”™ and easements;

(6) borrow money and otherwise Jémtract indebtedness, and
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issue evidences of indebtedness, and secure the payment of the indebt—
edness by mortgage, pledge, or deed of trust of, or any other encum—
brance wupon 1its real or personal property, assets, franchises, or
revenues;

@) construct, maintain, and operate electric transmission
and distribution Jlines, or telephone lines along, upon, under and
across publicly owned lands and public thoroughfares, including,
without limitation, all roads, highways, streets, alleys, bridges”™ and
causeways;

(8) exercise the power of eminent domain;

(9) become a member of other cooperatives or corporations
or own stock in them;

(10) conduct its business and exercise iIts powers inside or
outside the state;

(11) adopt, amende and repeal bylaws;

(12) make all contracts necessary, convenient” or appropri—
ate for the full exercise of its powers;

(13) make donations for the public welfare or for charita—
ble, scientific, or educational purposes;

(14) do and perform any other act and thing, and have and
exercise any other power which may be necessary, convenient”™ or appro—
priate to accomplish the purpose for which the cooperative 1is or—
ganized.

Sec. 3. AS 10.25.010 is amended by adding a new subsection to read:
(b) An electric or telephone cooperative may not use cooperative
funds to promote or oppose the candidacy of a candidate for director

of the cooperative.

* Sec. 4. AS 10.25.020 is amended to read:

Sec. 10.25.020. POWERS OF ELECTRIC COOPERATIVE. An electric
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cooperative may

(1) generate, manufacture, purchase, acquire, accumulate”
and transmit electric energy, and distribute, sell, supply® and dis—
pose of electric energy to its members, to governmental agencies and
political subdivisions, and to other persons not exceeding 10 percent
of the number of its members; however, a cooperative that [WHICH.]
acquires existing electric facilities may continue service to persons,
not in excess of 40 percent of the number of 1its members, who are
already receiving service from these facilities without requiring them
to become members, and these persons may become members upon the terms
as may be prescribed in the bylaws;

(2) assist persons to whom electric energy 1is or will be
supplied by the cooperative 1in wiring their premises and in acquiring
and installing electrical and plumbing appliances, equipment, fixtures
and apparatus by financing them, and in connection with these services
wire or have wired the premises, and buy, acquire, lease, sell, dis—
tribute, install” and repair electric and plumbing appliances, equip—
ment, Tfixtures”™ and apparatus;

(3) assist persons to whom electric energy 1is or will be
supplied by the cooperative 1in constructing, equipping, maintaining”
and operating electric cold storage or processing plants by financing
them or otherwisej_

(4) operate a waste heat distribution system;

(5) operate a heating distribution system that was 1in
existence on the effective date of this Act.

Sec. 5. AS 10.25.070 1i1s amended to read:

Sec. 10.25.070. BYLAWS. The board of directors shall adopt the
first bylaws of a cooperative to be adopted following an 1incorpo—
ration, conversion, merger”™ or consolidation. Thereafter the district
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delegates 1in cooperatives having three or more districts that are not
connected by a road system to another district of the cooperative may
adopt, amend, or repeal the bylaws by the affirmative vote of a major—
ity of the district delegates voting on the adoption, amendment, or
repeal at a meeting of the district delegates. In all other coopera-—
tives the members shall adopt, amend, or repeal the bylaws by the
affirmative vote of a majority of the members voting on the question
[ADOPTION, AMENDMENT, OR REPEAL EITHER AT A MEETING OF THE MEMBERS OR
BY MAIL BALLOT WITHOUT A MEETING]. The bylaws shall set out the
rights and duties of members, district delegates, and directors and
may contain other provisions for the regulation and management of the
affairs of the cooperative consistent with this chapter or with the
articles of incorporation of the cooperative.

Sec. 0. AS 10.25.080 is amended to read:

Sec. 10.25.080. MEMBERS. (a) Each 1incorporator of a coopera—
tive shall be a member of the cooperative or of another cooperative
that is a member of it. A person may net become a member unless that
person agrees to use electric energy, or telephone service, or other
services furnished by the cooperative when they are made available
through its facilities.

(b) Membership in a cooperative is not transferrable, except
provided in the bylaws. The bylaws may

(1) prescribe additional qualifications and limitations on
membership”

(2) require membership as a condition of obtaining service
from the cooperative;

3) provide Tfor termination or suspension of membership;
however, a membership may not be terminated unless procedures for

termination are contained in the bylaws.
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* Sec. 7. AS 10.25.100 is amended to read:

Sec. 10.25.100. NOTICE OF MEETINGS. Except as otherwise pro—
vided in this chapter, written notice stating the time and place of
each meeting of the members or district delegates [AND, IN THE CASE OF
A SPECIAL MEETING, THE PURPOSE OR PURPOSES FOR WHICH THE MEETING IS
CALLED,] shall be given to each member or district delegate, either
personally or by mail, not less than J5 [20] days or [NOR] more than
60 [40] days before the date of the meeting. Notice of a special
meeting of the members, together with notice of the purpose for which
the meeting 1is called, shall be given to each member or district
delegate, either personally or by mail, not less than 90 days or more
than 120 days before the date of the meeting. If mailed, notice is
considered given when it is deposited in the United States mail with
postage prepaid addressed to the member or district delegate at the
address of the member or delegate as it appears on the records of the
cooperative.

* Sec. §.AS 10.25.120 is amended to read:

Sec. 10.25.120. VOTING. Each member 1is entitled to one vote on
each matter submitted to a vote of the membership [(1) AT A MEETING OF
THE MEMBERS OR (2) BY MAIL BALLOT PERMITTED BY AS 10.25.070]. Each
member of a district is entitled to one vote on each matter submitted
to a vote at a district meeting. A member may not vote by proxy but
may vote [VOTING AT A MEETING SHALL BE IN PERSON, BUT], 1if the bylaws
so provide, [MAY ALSO BE] by mail.

* Sec. 9. AS 10.25 is amended by adding a new section to read:

Sec. 10.25.125. RECORD DATE. To determine the members entitled
to notice of a meeting of the members or to vote on a matter that Iis
to be submitted to a vote of the members, or for any other proper

purpose, the board of directors may fix a date that occurs no more
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than 30 days before the date of notice or distribution of mail ballots
as the record date for the determination. IT a record date 1is not
fixed for the determination of members entitled to notice of a meeting
or to vote on a matter, the date on which notice of the meeting or of
mail voting 1is first mailed is the record date. When a determination
of members entitled to vote at a meeting is made, the determination
applies until the meeting is adjourned sine die.
* Sec. 10. AS 10.25.140 1is amended to read:

Sec. 10.25.140. BOARD OF DIRECTORS. The business of a co—
operative shall be managed by a board of not less than five directors,
each of whom shall be a member of the cooperative or of another co—
operative which 1is a member of Iit. The bylaws shall prescribe the
number of directors, their qualifications other than those prescribed
in this chapter, and the manner of holding meetings of the board of
directors and of electing successors to directors whoresign, die, or
are otherwise incapable of acting. The bylaws shall [MAY] provide for
the removal of directors from office for cause and for the election of
their successors. Directors may not receive salaries for the services
as directors and, except 1in emergencies, shall not receive salaries
for their services 1in any other capacity without the approval of the
members. The bylaws may, however, prescribe a fixed fee for each day
of attendance at a meeting of the board of directors or other meeting
while officially representing the cooperative and for each day of
necessary travel to and from a meeting of the board of directors or
other meeting while officially representing the <cooperative [EACH
MEETING OF THE BOARD OF DIRECTORS] and may provide for insurance and
reimbursement of actual expenses incurred while performing duties as a

director [OF ATTENDANCE].

* Sec. 11. AS 10.25 is amended by adding a new section to read:
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Sec. 10.25.145.  LIABILITY, [INDEMNIFICATION, AND INSURANCE. (@)
A protected person 1is not individually liable for conduct performed
within the scope of the person®s duties for thecooperative. However,
the protected person may be held individually liable for conduct 1if it
was not reasonable for the person to believe that the conduct was 1in,
or not contrary to, the best interests of the cooperative.

(o)) Unless prohibited by the articles of 1incorporation or by—
laws, the cooperative shall indemnify a protected person who is or may
be made a party to a contested matter against expenses actually and
reasonably incurred in connection with the contested matter. However,
the cooperative may not indemnify the protected person if the person
did not reasonably believe the conduct to be 1in, or not opposed to,
the best interests of the cooperative. With respect to a criminal
action or proceeding, the cooperative shall indemnify a protected
person unless the person had reasonable cause to believe that the
conduct was unlawful.

(c) A cooperative may purchase and maintain insurance on behalf
of a protected person against liability asserted against the protected
person and 1incurred in an official capacity or arising out of the
person®s status, whether or not the cooperative would have the power
to indemnify the person against the liability under this section.

(d) In this section

(1) "conduct™ includes action, 1inaction, and omission;

(2) "contested matter" means a proposed, pending, or com—
pleted action or proceeding, whether civil, criminal, administrative,
or investigative;

(3) "expenses” 1include attorney fees, judgments, fines, and

amounts paid in settlement;
(4) "protected person” means a director, officer, employee,
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or agent of a cooperative.
* Sec. 12. AS 10.25.150 1is amended to read:

Sec. 10.25.150. TERM OF OFFICE OF DIRECTORS. The directors of
a cooperative named 1in articles of incorporation, consolidation,
merger”™ or conversion hold office until the next annual meeting of the
members and until their successors are elected and qualify. [AT EACH
ANNUAL MEETING, OR 1* CASE OF FAILURE TO HOLD THE ANNUAL MEETING AS
SPECIFIED IN THE BYLAWS, AT A SPECIAL MEETING CALLED FOR THAT PURPOSE,
THE MEMBERS SHALL ELECT DIRECTORS TO HOLD OFFICE UNTIL THE NEXT ANNUAL
MEETING OF THE MEMBERS, EXCEPT AS OTHERWISE PROVIDED IN THIS CHAPTER.]
Each elected director holds office for the term for which elected and
until a successor 1is elected and qualifies.

* Sec. 13. AS 10.25.160 is amended to read:

Sec. 10.25.160. STAGGERED TERMS OF OFFICE FOR DIRECTORS. In—
stead of electing all directors annually, the bylaws may provide that
directors shall be elected for terms not to exceed three years, or
until their successors are elected and qualify, and that the terms of
directors shall be staggered so that one-third of the directors, or a
number as close to one-third as possible, shall be elected [AT] each
year [ANNUAL MEETING].

* Sec. 14. AS 10.25.175(a) 1is amended to -read:

(a) A meeting of the board of directors may be attended by
bers of the cooperative. Except when voice votes are authorized, a
vote shall be conducted in such a manner that the members may know the
vote of each person entitled to vote. The board of directors may
conduct a meeting by teleconference or similar communications equip—
ment if the board gives reasonable notice of the meeting and if mem—
bers of the cooperative are able to attend the meeting sites and hear
the meeting. This section applies only to a meeting at which a quorum
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of the board participates.

Sec. 15. AS 10.25.175(e) is repealed and reenacted to read:

(e) A member affected by action taken contrary to this sect

may bring a suit in the superior court. The court may order appropri—
ate equitable relief after considering the circumstances of the case.

Action taken contrary to this section is.not void if other equitable

relief is available and appropriate.

Sec. 16. AS 10.25.235 is amended to read:

Sec. 10.25.235. MEMBER®"S RIGHT TO EXAMINE BOOKS AND RECORDS. A
member of a cooperative may, at a reasonable time and for a proper
purpose, examine and make copies of the books and records of the
cooperative at the principal office of the cooperative. The coopera—
tive may charge a member an amount equal to the actual cost of du—
plicating documents requested under this section. The cooperative may
withhold books and records concerning specific matters that were
prepared for or during an executive session under AS 10.25.175(c) and
not subsequently made public by the cooperative. The cooperative may
also withhold the identity of public information that was referred to
during the executive session.

Sec. 17. AS 10.25.240 1is amended to read:

Sec. 10.25.240. MERGER . Except as provided 1in (b) of this
section, one [ONE] or more cooperatives, each [HEREINAFTER] designated
in this section as "merging cooperative,”™ may merge 1into another
cooperative, [HEREINAFTER] designated 1in this section as "surviving

cooperative,” by complying with the following requirements.

(€D The proposition for the merger of the merging c

tives into the surviving cooperative and proposed articles of merger
shall be submitted to [A MEETING OF] the members of each merging

cooperative and of the surviving cooperative. The notice [OF THE

-9- CSHB 394 (Jud)



MEETING] shall have attached to it a copy of the proposed articles of
merger.

(2 IfT the proposed merger and the proposed arti
merger, with any amendments, are approved by the affirmative vote of
not less than two-thirds of those members of each cooperative voting
on them [AT THE MEETING] , articles of merger in the form approved
shall be executed and acknowledged on behalf of each cooperative by
its president or vice president and its seal shall be affixed by its
secretary.

* Sec. 18. AS 10.25.240 is amended by adding a new subsection to read:

) A merger of electric or telephone cooperatives may not ta
effect unless the surviving cooperative expressly agrees to comply
with the terms of each collective bargaining agreement entered into
between a merging cooperative and a Ulabor organization representing
employees of the cooperative that is in effect on the date of merger.

* Sec. 19. AS 10.25.260 is amended to read:

Sec. 10.25.260. CONSOLIDATION. Two or more cooperatives, [HERE—
INAFTER] designated 1in this section as "consolidating cooperativel”
may consolidate 1into a new cooperative, [HEREINAFTER] designated in
this section as the "new cooperative,”™ by complying with the following
requirements:

(€)) The proposition for the consolidation into the new
cooperative and proposed articles of consolidation shall be submitted
to [A MEETING OF] the members of each consolidating cooperative. The
notice [OF THE MEETING] shall have attached to it a copy of the pro-—
posed articles of consolidation.

(2) If the proposed consolidation and the proposed articles
of consolidation, with any amendments, are approved by the affirmative
vote of not less than two-thirds of those members of each
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consolidating cooperative voting on them, articles of consolidation in
the form approved shall be executed and acknowledged on behalf of each
consolidating cooperative by 1its president or vice president and its
seal shall be affixed and attested b]Jr its secretary.

Sec. 20. AS 10.25.320 1is amended to read:

Sec. 10.25.320. DISSOLUTION OF COOPERATIVE THAT [WHICH] HAS
COMMENCED BUSINESS. A cooperative that [WHICH] has commenced business
may be dissolved in the following mannerj_ [.]

(1) The proposition to dissolve shall be submitted to the
members of the cooperative [AT AN ANNUAL OR SPECIAL MEETING]. The
notice shall state [SET FORTH] the proposition.

(2) The proposition is approved by the affirmative vote of
at least two-thirds of the members voting on the proposition if the
number of members voting to approve it constitutes [AT THE MEETING THE
MEMBERS SHALL APPROVE, BY THE AFFIRMATIVE VOTE OF NOT LESS THAN] a
majority of all members of the cooperative [, THE PROPOSITION TO
DISSOLVE THE COOPERATIVE].

(3) Upon approval, a certificate of election to dissolve,
hereafter designated the "certificate,"” executed and acknowledged on
behalf of the cooperative by its president or vice president under its
seal, attested by its secretary, shall be submitted to the commission—
er for filing together with an affidavit by the officer executing the
certificate stating that the statements in the certificate are true.
The certificate shall state the name of the cooperative, the address
of its principal office, and that the members of the cooperative have
voted to dissolve the cooperative.

Sec. 21. AS 10,25.400 is amended to read:
Sec. 10.25.400. LIMITATIONS ON DISPOSITION OF [ALL THE] PROP-—

ERTY. A cooperative may not otherwise sell, lease Jj or dispose of more
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than 15 percent of the cooperative®s total assets, less depreciation,

as reflected on the books of the cooperative at the time of the trans-

action [ALL OR A SUBSTANTIAL PORTION OF ITS PROPERTY] wunless the
transaction 1is authorized under this section. The transaction 1is
approved by the affirmative vote of not Iless than two-thirds of the
members voting on the transaction if the number of members voting to
approve it constitutes [BY THE AFFIRMATIVE VOTE OF NOT LESS THAN] a
majority of all the members of the cooperative. However, notwith-—
standing a provision of this chapter or any other provision of law,

the board of directors may, upon the authorization of a majority of
those members of the cooperative voting on the issue in an election in

which at least ! percent of the eligible members return ballots

[PRESENT AT A MEETING OF THE MEMBERS], sell, lease™ or otherwise

dispose of all or a substantial portion of 1its property to another

cooperative or to the state if the sale complies with (d) of this

section [HOLDER OF ITS PROPERTY TO ANOTHER COOPERATIVE OR TO THE

HOLDER OF AN EVIDENCE OF INDEBTEDNESS ISSUED TO THE UNITED STATES OF

AMERICA OR AN AGENCY OR INSTRUMENTALITY OF 1IT].

Sec. 22. AS 10.25.400 is amended by adding new subsections to read:

(b) Before a vote to authorize the disposition or sale of m

than 15 percent of the total assets of the cooperative, other than a
vote to authorize disposition or s?le to the state or another coopera-—
tive, the board of directors shall

(1) have the tangible and intangible property
proposed for sale appraised by three appraisers; the appraisers shall

be chosen by the board and may not be associated with the cooperative

or a proposed buyer of cooperative property; the first proposed buyer J

shall advance to the cooperative money sufficient to pay for the

appraisals;
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(2) notify all cooperative members, at Jleast 90 days in
advance, of a vote on disposition of cooperative property; the notice
must contain detailed proposals for disposition of the property;

3) at least 90 days before the, vote, notify all other
cooperatives situated and operating in the state that the property 1is
available for disposition and include with the notice one .copy of each
appraisal of the property;

(4) at least 30 days before the vote, mail to all members
any alternate proposals made by another cooperative, or by cooperative
members if an alternate proposal signed by at least 50 members has
been submitted to the board, together with any recommendation that the
board has made; and

(5) place each proposal for which notice has been given on
the ballot.

(c) This section does not apply to the transfer of cooperative
property under AS 10.25.240 - 10.25.300.

(d) The sale of a cooperative may not take effect unless the
purchaser expressly agrees to comply with the terms of each collective
bargaining agreement entered into between the cooperative being sold
and a labor organization representing employees of the cooperative

that is in effect on the date of sale.

* Sec. 23. The amendments to AS 10.25.400 made by sec. 22 of this Act
do not apply to asale of cooperative property that was approved by the
members before the effective date of this Act.

* Sec. 24.AS 10.25.245 is repealed.

* Sec. 25. This Act takes effect immediately under AS 01.10.070(c)-
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WORK DRAFT WORK DRAFT WORK DRAFT
5-1695L
Cramer
A/27/88
Original sponsor: Labor and Commerce Q
Commi ttee
IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL MO. 394 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to electric and telephone coopera-
tives; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 10.05.376(c) 1is amended to read:
©) The [EXCEPT Ad PROVIDED 1IN AS 10.25.245, THE] provision:
this chapter govern the procedures for and effect of the merger.
* Sec. 2. AS 10.25.010 1is amended to read:
Sec. 10.25.010. POWERS OF ELECTRIC OR TELEPHONE COOPERATIVE.
Except as provided in (b) of this section, an [AN] electric or tele—
phone cooperative may

(1) sue and be sued in its corporate name;

(2) have perpetual existence;

(3) adopt a corporate seal and alter 1it;

(4) construct, buy, lease, or otherwise acquire, and equip
maintain, and operate, and sell, assign, convey, lease, mortgage,
pledge, or otherwise dispose of or encumber lands, buildings, struc-—
tures, electric or telephone lines or systems, dams, plants and equip—
ment, and any other real or personal property, tangible or intangible,
which is necessary, convenient® or appropriate to accomplish the
purpose for which the cooperative 1is organized;

(5) buy, lease, or otherwise acquire, and use, and exercise
and sell, assign, convey, mortgage, pledge or otherwise dispose of or
encumber franchises, rights, privileges, licenses® and easements;

(6) borrow money and otherwise contract indebtedness, and
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issue evidences of indebtedness, and secure the payment of the indebt—
edness by mortgage, pledge, or deed of trust of, or any other encum—
brance upon 1its real or personal property, assets, franchises, or
revenues;

(7) construct, maintain, and operate electric transmission
and distribution lines, or telephone Ilines along, wupon, under and
across publicly owned lands and public thoroughfares, 1including,
without limitation, all roads, highways, streets, alleys, bridges®. and
causeways;

(8) exercise the power of eminent domain;

(9 Dbecome a member of other cooperatives or corporations
or own stock in them;

(10) conduct 1ts business and exercise 1ts powers inside or
outside the state;

(11) adopt, amendj. and repeal bylaws;

(12) make all contracts necessary, convenient™, or appropri—
ate for the full exercise of its powers;

(13) make donations for the public welfare or for charita—
ble. scientific, or educational purposes;

(14) do and perform any other act and thing, and have and
exercise any other power which may be necessary, convenient™. or appro—
priate to accomplish the purpose for which the cooperative is or—
ganized.

* Sec. 3. AS 10.25.010 1is amended by adding a new subsection to read:

(b) An electric or telephone cooperative may not use cooperat
funds to promote or oppose the candidacy of a candidate for director
of the cooperative.

* Sec. 4. AS 10.25.020 is amended to read:
Sec. 10.25.020. POWERS OF ELECTRIC COOPERATIVE. An electric

CSHB 394 (Jud) ~2-
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cooperative may

(1) generate, manufacture, purchase, acguire, accumulate”
and transmit electric energy, and distribute, sell, supply” and dis—
pose of electric energy to its members, to governmental agencies and
political subdivisions, and to other persons not exceeding 10 percent
of the number of 1its members; however, a cooperative that [WHICH]
acquires existing electric facilities may continue service to persons,
not in excess of 40 percent of the number of 1its members, who are
alreadyreceiving service from these facilities without requiring them
to become members, and these persons may become members upon the terms
as may be prescribed in the bylaws;

(2) assist persons to whom electricenergy 1is or will be
supplied by the cooperative in wiring their premises and in acquiring
and installing electrical and plumbing appliances, equipment, Tfixtures
and apparatus by financing them, and iIn connection with these services
wire or have wired the premises, and buy, acguire, lease, sell, dis—
tribute, install®, and repair electric and plumbing appliances, equip—
ment, Tfixtures®, and apparatus;

(3) assist persons to whom electric energy 1is or will be
supplied by the cooperative in constructing, equipping, maintaining”®
and operating electric cold storage or processing plants by financing
them or otherwise”.

(4) operate a waste heat distribution systenm;

) operate a heating distribution system that was in
existence on the effective date of this Act.

Sec. 5. AS 10.25.070 is amended to read:

Sec. 10.25.070. BY.LAWS. The board of directors shall adopt the
first bylaws of a cooperative to be adopted following an 1incorpo—
ration, conversion, merger,, or consolidation. Thereafter the district
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delegates 1in cooperatives having three or more districts that are not
connected by a road system to another district of the cooperative may
adopt, amend, or repeal the bylaws by the affirmative vote of a major—
ity of the district delegates voting on the adoption, amendment, or
repeal at a meeting of the district delegates. In all other coopera—
tives the members shall adopt, amend, or repeal the bylaws by the
affirmative vote of a majority of the membersvoting on the question
[ADOPTION, AMENDMENT, OR REPEAL EITHER AT A MEETINGOF THEMEMBERS OR
BY MAIL BALLOT WITHOUT A MEETING]. The bylaws shall set out the
rights and duties of members, district delegates, and directors and
may contain other provisions for the regulation and management of the
affairs of the cooperative consistent with this chapter or with the
articles of incorporation of the cooperative.
* Sec. 6. AS 10.25.080 1is amended to read:

Sec. 10.25.080. MEMBERS. fa) Each incorporator of a coopera—
tive shall be a member of the cooperative or of another cooperative
that i1s a member of it. A person may not become a member unless that
person agrees to use electric energy, or telephone service, or other
services furnished bythe cooperative when they are made available
through its facilities.

fb) Membership in a cooperative i1s not transferrable, except as
provided 1in the bylaws. The bylaws may

fl) prescribe additional qualifications and limitations on
memberships

f2) require membership as a condition of obtaining service
from the cooperative?

13) provide for termination or suspension of membership?
however, a membershipma) not be terminated unless procedures for
termination are contained in the bvla
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* Sec. 7. AS 10.25.100 1is amended to read:

Sec. 10.25.100. NOTICE OF MEETINGS. Except as otherwise pro-—
vided 1in this chapter, written notice stating the time and place of
each meeting of the members or district delegates [AND, IN THE CASE OF
A SPECIAL MEETING, THE PURPOSE OR PURPOSES FOR WHICH THE MEETING IS
CALLED,] shall be given to each member or district delegate, either
personally or by mail, not less than J5 [20] days or [NOR] more than

60 [AO] days before the date of the meeting. Notice of a special

the meeting is called, shall be given to each member or district
delegate, either personally or by mail, not less than 90 days or more
than 120 days before the date of the meeting. ITf mailed, notice is
considered given when it is deposited in the United States mail with
postage prepaid addressed to the member or district delegate at the
address of the member or delegate as it appears on the records of the
cooperative.
* Sec. 8. AS 10.25.120 is amended to read:

Sec. 10.25.120. VOTING. Each member 1is entitled to one vote on
each matter submitted to a vote of the membership [(1) AT A MEETING OF
THE MEMBERS OR (2) BY MAIL BALLOT PERMITTED BY AS 10.25. 070]. Each
member of a district is entitled to one vote on each matter submitted
to a vote at a district meeting. A member may not vote by proxy but
may vote [VOTING AT A MEETING SHALL BE IN PERSON, BUT], if the bylaws
so provide, [MAY ALSO BE] by mail.

* Sec. 9. AS 10.25 is amended by adding a new section to read:

Sec. 10.25.125. RECORD DATE. To determine the members entitled
to notice of a meeting of the members or to vote on a matter that is
to be submitted to a vote of the members, or for any other proper

purpose, the board of directors may Tfix a date that occurs no more
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than 30 days before the date of notice or distribution of mail ballots
as the record date for the determination. IT a record date 1is not
fixed for the determination of members entitled to notice of a meeting
or to vote on a matter, the date on which notice of the meeting or of
mail voting is first mailed 1is the record date. When a determination
of members entitled to vote at a meeting is made, the determination
applies until the meeting is adjourned sine die.
* Sec. 10. AS 10.25.140 1is amended to read:

Sec. 10.25. 140. BOARD OF DIRECTORS. The business of a co—
operative shall be managed by a board of not less than five directors,
each of whom shall be a member of the cooperative or of another co—
operative which 1is a member of it. The bylaws shall prescribe the
number of directors, their qualifications other than those prescribed
in *-his chapter, and the manner of holding meetings of the board of
directors and of electing successors to directors who resign, die, or
are otherwise 1incapable of acting. The bylaws shall [MAY] provide for
the removal of directors from office for cause and for the election of
their successors. Directors may not receive salaries for the services
as direct~rs and, except 1in emergencies, shall not receive salaries
for their services 1in any other capacity without the approval of the
members. The bylaws may, however, prescribe a fixed fee for each day
of attenuance at a meeting of the board of directorsor othermeeting
while officially representing the cooperative and for each day of
necessary travel to and from a meeting of the board of directors or
other meeting while officially representing the cooperative [EACH
MEETING OF THE BOARD OF DIRECTORS] and may provide for insurance and
reimbursement of actual expenses incurred while performing duties as a
director [OF ATTENDANCE].

* Sec. 11.AS 10.25 is amended by adding a new section to read:

CSHB 394 (Jud) - -
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Sec. 10.25.145. LIABILITY, INDEMNIFICATION, AND INSURANCE. (€))
A protected person 1is not individually liable for conduct performed
within the scope of the person®s duties for the cooperative. However,
the protected person may be held individually liable for conduct if it
was not reasonable for the person to believe that the conduct was in,
or not contrary to, the best interests of the cooperative.

(b) Unless prohibited by the articles of incorporation or by—
laws, the cooperative shall indemnify a protected person who 1is or may
be made a party to a contested matter against expenses actually and
reasonably incurred in connection with the contested matter. However,
the cooperative may not indemnify the protected person if the person
did not reasonably believe the conduct to bein, or not opposed to,
the best 1interests of the cooperative. Withrespect to a criminal
action or proceeding, the cooperative shall indemnify a protected
person unless the person had reasonable cause to believe that the
conduct was unlawful.

(c) A cooperative may purchase and maintain 1insurance on behalf
of a protected person against liability asserted against the protected
person and incurred 1in an official capacity or arising out of the
person®s status, whether or not the cooperative would have the power
to indemnify the person against the liability under this sect]j

(d) In this section

(1) "conduct"™ 1includes action, 1inaction, and omission;

(2) "contested matter™ means a proposed, pending, or com-—
pleted action or proceeding, whether civil, criminal, administrative,
or 1investigative;

(3) "expenses™ include attorney fees, judgments, fines, and
amounts paid in settlement;

(4) "protected person"™ means a director, officer, employee,
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or agent of a cooperative.
Sec. 12. AS 10.25.150 is amended to read:

Sec. 10.25.150. TERM OF OFFICE OF DIRECTORS. The directors of
a cooperative named in articles of 1incorporation, consolidation,
merger”™ or conversion hold office until the next annual meeting of the
members and until their successors are elected and qualify. [AT EACH
ANNUAL MEETING, OR IN CASE OF FAILURE TO HOLD THE ANNUAL MEETING AS
SPECIFIED IN THE BYLAWS, AT A SPECIAL MEETING CALLED FOR THAT PURPOSE,
THE MEMBERS SHALL ELECT DIRECTORS TO HOLD OFFICE UNTIL THE NEXT ANNUAL
MEETING OF THE MEMBERS, EXCEPT AS OTHERWISE PROVIDED IN THIS CHAPTER.]
Each elected director holds office for the term for which elected and
until a successor is elected and qualifies.

Sec. 13. AS 10.25.160 1is amended to read:

Sec. 10.25.160. STAGGERED TERMS OF OFFICE FOR DIRECTORS. In—
stead of electing all directors annually, the bylaws nay provide that
directors shall be elected for terms not tc exceed three years, or
until their successors are elected and qualify, and that the terms of
directors shall be staggered so that one-thirc of the directors, or a
number as close to one-third as possible, shall be elected [AT] each
year [ANNUAL MEETING].

Sec. 14. AS 10.25.175(a) 1is amended to read:

(a) A meeting of the board of directors may be attended by mem-—
bers of the cooperative. Except when voice votes are authoi I, a
vote shall be conducted in such a manner that the members may know the
vote of each person entitled to vote. The board of directors may
conduct a meeting by teleconference or similar communications equip—
ment 1f the board gives reasonable notice of the meeting and if mem—
bers of the cooperative are able to attend the meeting sites and hear

the meeting. This section applies only to a meeting at which a quorum
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of the board participates.
Sec. 15. AS 10.25.175(c) 1is amended to read:

(c) The following excepted subjects nay be discussed 1in an
executive session:

(1) -matters the immediate knowledge of which would clearly
have an adverse effect on the finances of the cooperative;

(2) subjects that tend to prejudice the reputation and
character of aperson, including information concerning a member®s
financial record; however, the person may request a public discussion;

(3) matters discussed with an attorney for the cooperative,
the immediate knowledge of which could have an adverse effect on the
legal position of the cooperative”

e (4) the status of current labor negotiations and personnel
matters;

(5) matters specifically exempted from disclosure by law;

(6bealed bids, trade secrets, or other confidential
commercial information;

(7) discussion of litigation by or against the cooperative.

* Sec. 16. AS 10.25.175(e) 1is repealed and reer.acted to read:

(e) A member affected by action taken contrary to this section
may bring a suit in the superior court. The court may order appropri—
ate equitable relief after considering the circumstances of the case.
Action taken contrary to this section 1is not void if other equitable

relief is available and appropriate.

* Sec. 17. AS 10.25.235 is amended to read:

*

Sec. 10.25.235. MEMBER S RIGHT TO EXAMINE BOOKS AND RECORDS. A
member of a cooperative may, at a reasonable time and for a proper
purpose, examine and make <copies of the bocks and records of the

cooperative at the ©principal office of the cooperative. The

9. CSHB 394 (Jud)



»
.

13

14

15

16

17

18

19

23

24

25

26

27

28

29

WORK DRAFT WORK DRAFT WORK DRAF

cooperative may charge a member an amount equal to the actual cost of
duplicating documents requested under this section. The cooperative
may withhold books and records concerning specific matters that were
prepared for or during an executive session under AS 10.25.175(c) and
not subsequently made public by the cooperative. The cooperative may
also withhold the 1identity of public information that was referred to
during the executive session.

Sec. 18. AS 10.25.240 1is amended to read:

Sec. 10.25.240. MERGER. Except as provided 1in (b) of this
section, one [ONE] or more cooperatives, each [HEREINAFTER] designated
in this section as "merging cooperative,” nay merge into another
cooperative, [HEREINAFTER] designated 1in this section as "surviving
cooperative,”™ by complying with the following requirements.

(1) The proposition for the merger of the merging coopera—
tives 1into the surviving cooperative and proposed articles of merger
shall be submitted to [A MEETING OF] the members of each merging
cooperative and of the surviving cooperative. The notice [OF THE
MEETING] shall have attached to it a copy of the proposed articles of
merger.

) IfT the proposed merger and the proposed articles of
merger, with any amendments, are approved by the affirmative vote of
not less than two-thirds of those members of each cooperative voting
on them [AT THE MEETING], articles of merger 1in the form approved
shall be executed and acknowledged on behalf of each cooperative by
its president or vice president and its seal shall be affixed by its
secretary.

Sec. 19. AS 10.25.240 is amended by adding a new subsection to read:

(b) A merger of electric or telephone cooperatives may not take

effect unless the surviving cooperative expressly agrees to comply
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with the terms of each collective bargaining agreement entered int(

between a merging

cooperative and a labor organization representing

employees of the cooperative that is in effect on the date of merger.

* Sec. 20. AS

Sec. 10.25.260. CONSOLIDATION.

INAFTER] des

may consolidate

this section

requirements

10.25.260 is amended to read:

ignated in this

into a new cooperative,

Two or core cooperatives, [HERE-—

section as "consolidating cooperative®"

[HERFINAFTER] designated in

as the "new cooperative,"” by complying with the following

(€H) The proposition for the consolidation 1into the new

cooperative and proposed articles of consolidation shall be submitted

to [A MEETING OF] the members of each consolidating cooperative. The

notice [OF THE MEETING] shall

have attached to

posed articles of consolidation.

)
of consolidat

vote of not

ing cooperative voting on them,

approved shal

idating cooperative by

it a copy of the pro—

IT the proposed consolidation and the proposed articles

ion, with any ame

ndments, are approved by the affirmative

less than two-thirds of those members of each consolidat—

articles of consolidation in the form

I be executed and acknowledged cm behalf of each consol—

shall be affixed and attested by its secretary.

* Sec. 21. AS
Sec. 10
COMMENCED BUS
may be dissol
@

members of t

notice shall

)

10.25.320 is amen

.25.320. DISSOL

ded to read:

UTION OF COOPERATIVE

its president or vice president and its seal

THAT [WHICH] HAS

INESS. A cooperative that [WHICH] has commenced business

ved in the follow

The proposition

ing mannerj_ [-]

to dissolve shall

be

submitted to the

he cooperative [AT AN ANNUAL OR SPECIAL MEETING]. The

state [SET FORTH]

The proposition

the proposition.

is approved by the affirmative vote of
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at least two-thirds of the members voting on the proposition if the
number of members voting to approve it constitutes [AT THE MEETING THE
MEMBERS SHALL APPROVE, BY THE AFFIRMATIVE VOTE OF NOT LESS THAN] a
majority of all members of the cooperative [, THE PROPOSITION TO
DISSOLVE THE COOPERATIVE].

) Upon approval, a ecertificate of election to
hereafter designated the "certificate,” executed and acknowledged on
behalf of the cooperative by its president or vice president under 1its
seal, attested by its secretary, shall be submitted to the commission—
er for TfTiling together with an affidavit by the officer executing the
certificate stating that the statements in the certificate are true.
The certificate shall state the name of the cooperative, the address
of i1ts principal office, and that the members of the cooperative have
voted to dissolve the cooperative.

* Sec. 22. AS 10.25.400 1s amended to read:

Sec. 10.25.400. LIMITATIONS ON DISPOSITION OF [ALL THE] PROP—
ERTY. A cooperative may not otherwise sell, lease” or dispose of more
than 15 percent of the cooperative®s total assets, less depreciation,
as reflected on the books of the cooperative at the time of the trans—
action [ALL OR A SUBSTANTIAL PORTION OF ITS PROPERTY] unless the
transaction 1is authorized under this section. The transaction 1is
approved by the affirmative vote of not less than two-thirds of the
members voting on the transaction if the number of members voting to
approve it constitutes |[BY THE AFFIRMATIVE VOTE OF NOT LESS THAN] a
majority of all the members of the cooperative. However, notwith-—
standing a provision of this chapter or any other provision of law,
the board of directors may, upon the authorization of a majority of
those members of the cooperative voting on the issue in an election in
which at least | percent of the eligible members return ballots

CSHB 394 (Jud) _12-



[PRESENT AT A MEETING OF THE MEMBERS], sell, lease™ or otherwise
dispose of all or a substantial portion of its property to another
cooperative or to the state 1if the sale complies with (d) of this
section [HOLDER OF ITS PROPERTY TO ANOTHER COOPERATIVE OR TO THE
HOLDER OF AN EVIDENCE OF INDEBTEDNESS ISSUED TO THE UNITED STATES OF
AMERICA OR AN AGENCY OR INSTRUMENTALITY OF IT] .
Sec. 23. AS 10.25.400 is amended by adding new subsections to read;
(b) Before a vote to authorize the disposition or sale of
than 15 percent of the total assets of the cooperative, other than a
vote to authorize disposition or sale to the state or another coopera-—
tive, the board of directors shall

(1) have the tangible and intangible property that 1is
proposed for sale appraised by three appraisers; the appraisers shall
be chosen by the board and may not be associated with the cooperative
or a proposed buyer of cooperative property; the first proposed buyer
shall advance to the cooperative money sufficient to pay for the
appraisals;

(2) notify all cooperative members, at least 90 days 1in
advance, of a vote on disposition of cooperative property; the notice
must contain detailed proposals for disposition of the property;

(3) at least 90 days before the vote,notify all other
cooperatives situated and operating in the state that the property is
available for disposition and include with the notice one copy of each
appraisal of the property;

4) at least 30 days before the vote, mail to all members
any alternate proposals made by another cooperative, or by cooperative
members if an alternate proposal signed by at Jleast 50 members has

been submitted to the board, together with any recommendation that the

board has made; and
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(5) place each proposal for which notice has been
the ballot.

(c) This section does not apply to the transfer of cooperative
property under AS 10.25.240 - 10.25.300.

(d) The sale of a cooperative may not take effect unless the
purchaser expressly agrees to comply with the terms of each collective
bargaining agreement entered into between the cooperative being sold
and a labor organization representing employees of the cooperative
that is in effect on the date of sale.

* Sec. 24. The amendments to AS 10.25.400 made by sec. 23 of this Act
do not apply to a sale of cooperative property thatwas approved by the
members before the effective date of this Act.

* Sec. 25. AS 10.25.245 is repealed.

* Sec. 26. This Act takes effect immediately under AS 01.10.070(c).-

CSHB 394 (Jud) -14-
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Offered: 4/5/88 5-1695D
Referred: Judiciary

Original sponsor: Labor and Commerce
Committee

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 394 (L&O)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to electric and telephone coopera-
tives; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. £S 10.05.376(c) is amended to read:

(© The [EXCEPT AS PROVIDED IN AS 10.25.245, THE] provisions of

this chapter govern the procedures for and effect of the merger.
* Sec. 2. AS 10.25.010 is amended to read:

Sec. 10.25.010. POWERS OF ELECTRIC OR TELEPHONE COOPERATIVE.
Except as provided in (b) of this section, an [AN] electric or tele-
phone cooperative may

(@ sue and be sued in its corporate name;

(@ have perpetual existence;

(3 adopt a corporate seal and alter it;

(@ construct, buy, lease, or otherwise acquire, and equip,
maintain, and operate, and sell, assign, convey, lease, mortgage,
pledge, or otherwise dispose of or encumber lands, buildings, struc-
tures, electric or telephone lines or systems, dams, plants and equip-
ment, and any other real or personal property, tangible or intangible,
which is necessary, convenient™ or appropriate to accomplish the
purpose for which the cooperative is organized;

®) buy, lease, or otherwise acquire, and use, and exercise
and sell, assign, convey, mortgage, pledge or otherwise dispose of or
encumber franchises, rights, privileges, licenses™ and easements;

®) borrow money and otherwise contract indebtedness, and

HB03948B -1- CSHB 394 (L&C)
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issue evidences of indebtedness, and secure the payment of the indebt-
edness by mortgage, pledge, or deed of trust of, or any other encum-
brance upon its real or personal property, assets, franchises, or
revenues;

(") construct, maintain, and operate electric transmission
and distribution lines, or telephone lines along, upon, under and
across publicly owned Hlands and puLlic thoroughfares, including,
without limitation, all roads, highways, streets, alleys, bridges™ and
causeways;

(B exercise the power of eminent domain;

(© become a member of other cooperatives or corporations
or own stock in them;

(10) conduct its business and exercise its powers inside or
outside the state;

(11) adopt, amende and repeal bylaws;

(12) make all contracts necessary, convenient™ or appropri-
ate for the full exercise of its powers;

(13) make donations for the public welfare or for charita-
ble, scientific, or educational purposes;

(149 do and perform any other act and tiling, and have and
exercise any other power which may be necessary, convenient™ or appro-
priate to accomplish the purpose for which the cooperative 1is or-
ganized.

Sec. 3. AS 10.25.010 is amended by adding a new subsection thread:
() An electric or telephone cooperat™tve-jnay not use-cooperative
funds to promote or oppose the candidacy of a candidate for director

of the cooperative.

* Sec. 4. AS 10.25.020 is amended to read:

Sec. 10.25.020. POWERS OF ELECTRIC COOPERATIVE. An electric

CSHB 394 (L&C) -2- HB03948B
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cooperative may

(1) generate, manufacture, purchase, acquire, accumulate”
and transmit electric energy, and distribute, sell, supply® and dis-
pose of electric energy to its members, to governmental agencies and
political subdivisions, and to other persons not exceeding 10 percent
of the number of its members; however, a cooperative that [WHICH]
acquires existing electric facilities may continue service to persons,
not in excess of 40 percent of the number of its members, who are
already receiving service from these facilities without requiring ther.
to become members, and these persons may become members upon the terms
as may be prescribed in the bylaws;

(2) assist persons to whomelectric energy is or will be
supplied by the cooperative in wiring their premises and in acquiring
and installing electrical and plumbing appliances, equipment, fixtures
and apparatus by financing them, and in connection with these services
wire or have wired the premises, and buy, acquire, lease, sell, dis—
tribute, install” and repair electric and plumbing appliances, equip—
ment, TFfixtures” and apparatus;

(3) assist persons to whomelectric energy is or will Dbe
supplied by the cooperative in constructing, equipping, maintaining”
and operating electric cold storage or processing plants by financing
them or otherwise”

(4) operate a waste heat distribution system;

(5)operate a heating distribution system that was in
existence on the effective date of this Act.

Sec. 5. AS 10.25.070 1is amended to read:

Sec. 10.25.070. BYLAWS. The board of directors shall adopt the
first bylaws of a cooperative to be adopted following anincorpo—
ration, conversion, merger”™ or consolidation. Thereafter the district

HB03948B -3- CSHB 394 (L&C)
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delegates in cooperatives having three or more districts that are not
connected by a road system to another district of the cooperative may
adopt, amend, or repeal the bylaws by the affirn.ative vote of a major-
ity of the districtdelegates voting on the adoption, amendment, or
repeal at a meeting of the district delegates. In all ottv.r coopera-
tives the members shall adopt, amend, or repeal the bylaws by the
affirmative vote of a majority of the members voting on the question
[ADOPTION, AMENDMENT, OR REPEAL EITHER AT A MEETING OF THE MEMBERS OR
BY MAIL BALLOT WITHOUT A MEETING]. The bylaws shall set out the
rights and duties of members, district delegates, and directors and
may contain other provisions for the regulation and management of the
affairs of the cooperative consistent with this chapter or with the
articles of incorporation of the cooperative.

Sec. 6. AS 10.25.080 is amended to read:

Sec. 10.25.080. MEMBERS. (a) Each incorporator of a coopera-
tive shall be a member of the cooperative or of another cooperative
that is a member of it. A person may not become amember unless that
personagrees to use electric energy, or telephone service, or other
services furnished by the cooperative when they are madeavailable
through its facilities.

(b) Membership in a cooperative is not transferrable, except as
provided in the bylaws. The bylaws may

(1) prescribe additional qualifications and “"imitations on
membership”

(2) require membership as a condition of obtaining service
from the cooperative; ;

3) provide for termination or suspension of membership;
however, a membership may not be terminatedunless procedures for

termination are contained in the bylaws.
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Sec. 7. AS 10.25.100 is amended to,read:

Sec. 10.25.100. NOTICE OF MEETINGS. Except as otherwise pro—
vided 1in this chapter, written notice, stating the time and place of
each meeting of the members or district delegates [AND, IN THE CASE OF
A SPECIAL MEETING, THE PURPOSE OR PURPpSES FOR WHICH THE MEETING IS
CALLED,] shall be given to each member or district delegate,! either
personally or by mail, not less than 2Q days nor more than 40 days
before the date of the meeting. Notice of aspecial meeting of the
members, together with notice of the purposefor which the meeting 1is
called, shall be given to each member or district delegate, either
personally or by mail, not less than”"90 days or more than 120 days
before the date of the meeting. Ir mailed, notice 1is considered given
when it is deposited in the United States mail with postage prepaid
addressed to the member or district delegate at the address of the
member or delegate as it appears on the records of the cooperative.
Sec. 8. AS 10.25.120 is amended to read: 9

Si.j. 10.25.120. VOTING. Eag.b.—mambexj.shl]ted to one vote on

each matter submitted to a vpte of the membership j/(I) AT A MEETINGOF

THE MEMBERS OR (2) BY MAIL BALLOT~PE-RMLTT-ED- "BY AS 10.25.070].Each
member of a district is entitled to one vote on each matter submitted
to a vote at a district meeting. A member may not vote by proxy but
may vote [VOTING AT A MEETING SHALL BE IN PERSON. BUT], if the bylaws
so provide, [MAY ALSO BE] by mail.
Sec. 9. AS 10.25 is amended by adding a new section) to\read:
Sec. 10.25.125. RECORD DATE o determine the members entitled
to notice of a meeting of the members "Qr* to vote on a matter that is
to be submitted to a vote of the members, orfor any other proper
purpose, the board of directors may fix a date that occurs no more

than~Cf days before the notice or"v?tkg as the record date for the
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determination. IT a record date is not fixed for the determination of
members entitled to notice of a meeting or to vote on a matter, the
date on which notice of the meeting or of mail voting is first mailed
is the record date. When a determination of members entitled to vote
at a meeting is made, the determination applies until the meeting Iis
adjourned sine die.

Sec. 10. AS 10.25.140 is amended toxread:

Sec. 10.25.14.0. BOARD OF DIRECTORS, The business of a co—
operative shall be managed by a board of not less than five directors,
each of whom shall be a member of the cooperative or of another co—
operative which is a member of it. The bylaws shall prescribe the
number of directors, their qualifications other than those prescribed
in this chapter, and the manner of holding meetings of the board of
directors and of electing successors to directors who resign, die, or
are otherwise incapable of acting. The bylaws shall [MAY] provide for
the removal of directors from office for cause and for the election of
their successors. Directors may not receive salaries for the services
as directors and, except in emergencies, shall not receive salaries
for their services in any other capacity without the approval of the
members. The bylaws may, however, prescribe a fixed fee for each day
of attendance at a meeting of the board of directors or other meeting
while officially representing the cooperative [EACH MEETING OF THE
BOARD OF DIRECTORS] and may provide for insurance and reimbursement of
actual expenses incurred whil"e performing duties as a director [OF
ATTENDANCE].

Sec. 11. AS 10.25 is amend.ed-by""adding a new se_ctiOR-tcr*readT"
Sec. 10.25. 143 TIIABILITY , INDEMNIFICATION, AND INSURANCE, @
A protected person is~~TYot-individually liable- for conduct p.exfo-nned

within the scope of the person's duties for the cooperative. However,
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the protected person may be held individually liable for conduct if it
was not reasonable for the person to believe that the conduct was in,
or not contrary to, the best interests of the cooperative.

(b) Unless prohibited by the articles of 1incorporation or by-
laws, the cooperative shall indemnify a protected person who 1is or may
be made a party to a contested matter against expenses actually and
reasonably incurred in connection with the contested matter-.--However,
the cooperative may not indemnify the protected person if the person
did not reasonably believe the conduct to be in, or not opposed to,
the best interests of the gooperativeyl With respect to a criminal
action or proceeding, the ~cooperative shall indemnify a protected
person unless the person had reasonable cause to believe that the
conduct was unlawful.

(c) A cooperative may purchase and maintain insurance onbehalf
of I protected person against liability asserted against the protected
person and incurred in an official capacity or arising out of the
person® status, whether or not the cooperative would have the power
to indemnify the person against the liability under this section.

@ In this section

(1) "conduct"™ includes action, inaction, and omission;

(2) "contested matter™ means a proposed, pending, or com-
pleted action or proceeding, whether civil, criminal, administrative,
or investigative;

(3) "expenses" include attorney fees, judgments, fines, and
amounts paid in settlement;

(4) "protected person" means a director, officer, employee,

or agent of a cooperative.

* Sec. 12. AS 10.25.150 1is amended to read:

Sec. 10.25.150. TERM OF OFFICE OF DIRECTORS. The directors of

HB0394B -7~ CSHB 394 (L&C)
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a cooperative named in articles of incorporation, consolidation,
merger”™ or conversion hold office until the next annual meeting of the
members and until their successors are elected and qualify. [AT EACH
ANNUAL MEETING, OR IN CASE OF FAILURE TO HOLD THE ANNUAL MEETING AS
SPECIFIED IN THE BYLAWS, AT A SPECIAL MEETING CALLED FOR THAT PURPOSE,
THE MEMBERS SHALL ELECT DIRECTORS TO HOLD OFFICE UNTIL THE NEXT ANNUAL
MEETING OF THE MEMBERS, EXCEPT AS OTHERWISE PROVIDED IN THIS CHAPTER.]
Each elected director holds office for the term for which elected and
until a successor is elected and qualifies.

Sec. 13. AS 10.25.160 is amended to read:

Sec. 10.25.160. STAGGERED TERMS OF OFFICE FOR DIRECTORS. In—
stead of electing all directors annually, the bylaws may provide that
directors shall be elected for terms not to exceed three years, or
until their successors are elected and qualify, and that the terms of
directors shall be staggered so that one-third of the directors, or a
number as close to one-third as possible, shall be elected [AT] each
year [ANNUAL MEETING].

Sec. 14. AS 10.25.175(a) 1is amended to read:

(a) A meeting of the board of directors may be attended

bers of the cooperative. Except when voice votes are authorized, a

vote shall be conducted in such a manner that the members may know the
vote of each person entitled to vote. The board of directors may
conduct a meeting by teleconference or similar communications equip—
ment if the board gives reasonable notice of the meeting and if mem—
bers of the cooperative are able to attend the meeting sites and hear
the meeting. This section applies only to a meeting at which a quorum
of the board”paj”-rciTrarfces” .

Sec. 15/”~ AS 10.25 .175 (c”is amended to )é%%yl

(c""The followipg”excepted Siibjects may be discussed in an

394 (L&C) -8- HB0394B



14
15
16
17
18

19

20
21
22

23
24
25
26
27
28

29

executive session:

(1) matters the immediate knowledge of which would <clearly
have an adverse effect on the finances of the cooperative;

(2) subjects that tend to prejudice the reputation and
character of a person, including information concerning a member®s
financial record; however, the person may request a public discussion;

(3) matters discussed with an attorney for the cooperative,
the immediate knowledge of which could have an adverse effect on the
legal position of the cooperative”

(4) the status of current labor negotiations and personnel
matters;

(5) matters specifically exempted from disclosure by law;

(6) sealed bids, trade secrets, or other confidential

commercial information;

(7) discussion of -a-gai-ust the cooperative.

* Sec. 16. AS 10.25.175(e) J.s repealed and reenacted"to read:

(e) A member affected by action takeir“contrary to this section
may bring a suit in the superior court. The court may order appropri-
ate equitable relief after considering the circumstances of the_case.
Action taken contrary to this section is not void if other -equitable
relief is available and appropriate.

Sec. 17. AS 10.25.235 is amended to read:

Sec. 10.25.235. MEMBER®"S RIGHT TO EXAMINE BOOKS AND RECORDS. A
member of a cooperative may, at a reasonable time and for a proper
purpose, examine and make copies of the books and records of the
cooperative at the principal office of the cooperative. The coopera—
tive may charge a member an amount equal to the actual cost of du-—
plicating documents requested under this section. The cooperative may

withhold books and records <concerning specific matters that were

HB03948B -9- CSHB 394 (L&C)



1 prepared for or during an executive session under AS 10.25.175(c) and

2 not subsequently made public by the cooperative. The cooperative may
3 also withhold the identity of public information that was referred to
4 during the executive sessionT

5 * Sec. 18. AS 10.25.240j/is amended to reap:

6 Sec. 10.25.240. MERGER. Except as provided in (b) of this
7 section, one [ONE] or more cooperatives, each [HEREINAFTER] designated
8 in this section as "merging cooperative,”™ may merge 1into another
9 cooperative, [HEREINAFTER] designated in this section as "surviving
10 cooperative,”™ by complying with the following requirements.

11 (1) The proposition for the merger of the merging coopera-
12 tives into the surviving cooperative and proposed articles of merger
13 shall be submitted to [A MEETING OF] the members of each merging
14 cooperative and of the surviving cooperative. The notice [OF THE
15 MEETING] shall have attached to it a copy of the proposed articles of
16 merger.

17 (2) If the proposed merger and the proposed articles of
18 merger, with any amendments, are approved by the affirmative vote of
19 not less than two-thirds of those members of each cooperative voting
20 on them [AT THE MEETING], articles of merger in the form approved
21 shall be executed and acknowledged on behalf of each cooperative by
22 its president or vice president and its seal shall be affixed by 1its
23 secretary. / ~ -

24 I’k Sec. 19. AS 10.25.240 is amended Miy adding a ,n"evT subsectioh-vto read:

25 n (b) A merger of electric or telephone cooperatives may”“not take
26"N0 effect unless the surviving cooperative expressly agrees to comply
27 :) with the terms of each ccMective bargaining agreement entered into
28 between a merging cooperative and a labor organization vrepresenting/

employees of the cooperative that is in effect on the date of mergev.

CSHB 394 (L&C) -10- HB0394B
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* Sec. 20. AS 10.2fi.260 is amended to reap:

Sec. 10.25.260\x CONSOLIDATION~A/Two or move cooperatives, [HERE-

INAFTER] designated in this section as "consolidating cooperative/"
may consolidate into a new cooperative, [HEREINAFTER] designated in
this section as the "new cooperative,”" by complying with the following

requirements:

(1) The proposition for the <consolidation 1into the new
cooperative and proposed articles of consolidation shall be submitted
to [A MEETING OF] the members of each consolidating cooperative. The
notice [OF THE MEETING] shall have attached to it a copy of the pro-
posed articles of consolidation.

(2) If the proposed consolidation and the proposed articles
of consolidation, with any amendments, are approved by the affirmative
vote of not less than two-thirds of those members of each consolidat-
ing cooperative voting on them, articles of consolidation in the form
approved shall be executed and acknowledged on behalf of each consol-
idating cooperative by its president or vice president and its seal
shall be affixed and attested by its secretary.

Sec. 21. AS 10.25.320%Is amended”o\ead:

Sec. 10.25.320" DISSOLUTION OF/ COOPERATIVE THAT [WHICH] HAS
COMMENCED BUSINESS. A cooperative that [WHICH] has commenced business
may be dissolved in the following manner.

(1) The proposition to dissolve shall be submitted to the
members of the cooperative [AT AN ANNUAL OR SPECIAL MEETING]. The
notice shall state [SET FORTH] the proposition.

(2) For a cooperative with fewer than 10,000” subscribers,
the proposition is approved by the affirmative vote ¢ff"tdhethhidds ™df
all the members of the cooperative./ For a cooperative with at least

10,000 subscribers, the proposition is approved [AT THE MEETING THE

HB0394B ﬂ—)’\ “11- CSHB 394 (L&C)
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MEMBERS SHALL APPROVE,] by the affirmative vote of not less than a
majority of all members of the cooperative [, THE PROPOSITION TO
DISSOLVE THE COOPERATIVE].

(3) Upon approval, a certificate of election to dissolve,
hereafter designated the "certificate,” executed and acknowledged on
behalf of the cooperative by its president or vice president under its
seal, attested by its secretary, shall be submitted to the commission-
er for filing together with an affidavit by the officer executing the
certificate stating that the statements in the certificate are true.
The certificate shall state the name of the cooperative, the address
of its principal office, and that the members of the cooperative have
voted to dissolve the cooperative.

* Sec. 22. AS 10.25.400 is amended to read:
Sec. 10.25.400. LIMITATIONS ON DISPOSITION OF [ALL THE] PROP-
fktv -A-onnpgrai~ivn may not otherwise sell, lease”™ or dispose of more
/~than j5 percent?! of the cooperative®s total assets, less depreciation,
N its-re.fle.cLod”on the books of the cooperative at the time of the trans-
action [ALL OR A SUBSTANTIAL PORTION OF ITS PROPERTY] unless the
transaction is authorized under this section. For a cooperative with

...... fre mmm— —mm—————— [ W _

affirmative vote of not less than two-thirds of all the members of the
cooperative For a cooperative with at least 10,000 subscribers. the
transaction is approved by the affirmative vote of not less than a
majority of all the members of the cooperative. However, notwith-
standing a provision of this chapter or any other provision of law,
the board of directors may, upon the authorization of a majority of
those members of the cooperative voting on the issue in an election in
which at least 10 percent of the eligible members return ballots

[PRESENT AT A MEETING OF THE MEMBERS], sell, lease™ or otherwise

CSHB 394 (L&C) -12- HB03948B
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dispose of all or a substantial portion ofits property to another
cooperative or to the state if the salecomplies with (d) of this
section [HOLDER OF ITS PROPERTY TO ANOTHER COOPERATIVE OR TO THE
HOLDER OF AN EVIDENCE OF INDEBTEDNESS ISSUED TO THE UNITED STATES OF
AMERICA OR AN AGENCY OR INSTRUMENTALITY®"OF IT].
Sec. 23. AS 10.25.400 is amended by (adding new subsections 60 read:
(b) Before a vote to authorize tihe disposition or sale/ of
than 15 percent of the total assets of bhe cooperative, otlWr than a
vote to authorize disposition or sale to tnfetate or anp-ther coopera-—
tive, the board of directors shall

(1) have the real and personal property that 1is proposed
for sale appraised by three appraisers; the appraisers shall be chosen
by the board and may not be associated with the cooperative or a
proposed buyer of cooperative property; the first proposed buyer shall
advance to the cooperative money sufficient to pay for the appraisals;

(2) notify all cooperative members, at least 90 days in
advance, of a vote on disposition of cooperative property; the notice
must contain detailed proposals for disposition of the property;

(3) at least 90 days before the vote, notify all other
cooperatives situated and operating in the state that the property is
available for disposition and include with the notice one copy of each
appraisal of the property;

(4) at least 30 days before the vote, mail to all members
any alternate proposals made by another cooperative, or by cooperative
members if an alternate proposal signed by at least 50 members has
been submitted to the board, together with any recommendation that the
board has made; and

(5) place each proposal for which notice has been given on

the ballot.

HB0394B -13- CSHB 394 (L&C)
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(c) This section does not apply to the transfer of cooperative
property under AS 10.25.240 - 10.25.300.

(d) The sale of a cooperative may not take effect unless the
purchaser expressly agrees to comply with the terms of each collective
bargaining agreement entered into between the cooperative Dbeing sold
and a labor organization representing employees of the cooperative
that is in effect on the date of sale.

Sec. 24. The amendments to AS 10-25.400 madeby sec. 23 of this Act
donot apply to a sale of cooperative property thatwas approved by the
members before the effective date of this Act.

* Sec. 25. AS 10.25.245 is repealed.

* Sec. 26. This Act takes effect 1immediately under AS 01.10.070(c)-

CSHB 394 (L&C) -14- HB0394B



p.5, line T:
p.5, line 29:
p.6, line 22
p. 13, line 1L

PROPOSED AMENDMENT TO
CS for HB 394 (L&C)
Submitted by: David Hutchens, ARECA
April 20, 1988

change "20" to "15" and change "40" to "60"
change "90" to "30" and before the word "notice" insert
"date of" and after the words "notice of" delete the
word "vote" and replace it with "distribution of mail
ballots"
after the'word "cooperative" add "and for each day of
necessary travel to and from meetings while vficially
representing the coorperative"

change the phrase "real and personal” to read
"tangible and intangible"



Cramer

" AMENDMENT

TO: HB 394

Page 2, line 15, after "V1:

Insert fla cooperative may not make a donation under this paragraph to

pay lobbying or advertising expenses;"

1. 2125/88



LETTER OF INTENT
on
HB 394

By providing in AS 10.25.120 that members of cooperatives may
vote by mail, while not changing the quorum requirements contained in
AS 10.25.110, it is the intent of the legislature that votes conducted
by mail are valid if a quorum participates in the vote whether or not

a quorum is present in person at the meeting of the members.
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0 HOUSE COMMITTEE REPORT

Date referred: 1/25/88 FURTHER REFERRALS: Judiciary
DATE
The Labor & Commerce Committee has considered HB 394

"An Act relating to electric and telephone cooperatives; and providing for
Wl effective date.”
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[»] replace with [)*] the same title
[ ] attached amendment(s) [ ] anew title

CX3 do Pass

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations

[ ] additional referral to the Committee
ADOPTS: [ letter of intent
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[ ] fiscal impact ] same as previous fiscal note
[*'] zero fiscal note published
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Kenneth Johnson

Information Director _

Alaska Rural Electric Cooperative
Association, Inc.

175 South Franklin Street, Room 324

Juneau, Alaeka 99801

Ret Houae Bill 394 (Amendment! To A8 10.25)

Dear Ken?*

ou have aeked for some additional explanation of and
f the need for the proposed language found at ?a e 2,
f HB 394. That change adds a new Subsection ( 3? to
10, vhioh authorises cooperatives tot

(13) make donations for the public, .
welfare or for charitable, scientific
or educational purposes;

As you know, this language is not original to the slectric and
telephone cooperativeS but, rather, wan copied from an identical
provision found in the Alaska Cooperative. Corporations Act and
codified as AS 10.15.010(12). This existing statutory section
applies to all nonprofit cooperatives in the state of Alaska
except electric and telephone cooperatives. Electric and tele-
phone cooperatives need a similar statutory provision.

_ The cooperatives are routinely called upon to make
various contributions, m_cludmg3 serviceo, materials and money,
to community-wide activities. samplee of these types of contri-
butions range frotc using cooperative line trucks to install com-
munity Christmas decorations on poles to contributions of used
poles” or money to the Boy Sooute to contributions to the local
sled dog race.  One major, recurring request for contributions
from thé electric cooperatives involves the waiver of certain
installation or hook-up fees for temporar}é power to the various
community outdoor festivals, such as the Cordova Ice Worm |
Festival” or the Kodiak Crab Festival. [t is my understanding



Kenneth Johnson
February 10, 1189
Page 2

that aoma thought has been given to attempting to limit the
language of thia prop_osed amendment, to "in-kind service" to
"nonprofit organisations.m | can initially sea two problems
with ‘this type of proposed restriction. irst# even this type
of contribution by the cooperative properly involves the waiver
of fees and not the contribution of servicés# since it lu still
important to account for those cervices (for Instance, the line-
man's time) correctly and to attach a monetary value to those
ses-vieee for proper accounting purposes, in other words, i*-kind
services are not non-monetary services, and the world of utility
accounting makes little distinction between the two. Secondly,
carrying on with the example of community festivals, a restric-
tion” of contribution* to _onl%/_ nonprofit croups would, for
instance, preclude participation in festivals organised by the
various municipalities or native corporations which are not

strictly nonprofit organisations.

Donations for scientific purposes are necessary because
Alaska electric cooperatives are not individually large enou(tt;_h to
conduct their own scientific research and development activifies.
For this reason, %roups such aa the Electric Power Research
Institute (BPRI) have been formed to conduct research in areas,
ranging from environmental concerns to new approaches for meeting
and managing customer demand for energy services. _EPR| publishes
research papers_such as, "Monltorm%_s ress In The Turbine
Generator," "PCB Detection In The Field," "Vault Protection For
High Current Distribution,” snd "Reliability Measures For System
Planning." It is vital that Alaska's elecftric cooperatives "be
authorised to participate in this scientific research snd
encouraged to be aware of and incorporate the results of such

researcn.

Examiales.,"’\.cooperaUve donations for educational pur-
poses aleo include two somewhat diverse actjvities. First,

Alaska's electric cooperatives have increasingly become active
in educational _programs in the schools in the cooperatives'

communities. These programs stress a knowledge o eIectr|C|t_?/,
bow it behaves, and the safety considerations Involved with ifs
use. Several of the cooperatives hold contests among the locel
school children and give prises associated with thosé contests.
Secondly, the electric cooperatives, esPemaIIy in some of the
smaller"rural communities, have Ion? felt the need to encourage

t
and develop local ekills necessary for the efficient operatic

of the cooperatives in that village. Alaska Village Electric
Cooperative ("AVBC*), for instance, may wish to dévelop e program
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February 10, 1968
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of grants or scholarships to local village residents to allow,

them to attend trade schools to learn Djesel mechanic or welding
|

skills which will benefit AVEC in its village oPeratlons* Kodiak
Electric Association ("KEA") was very successful several years
ago in creating a scholarship which enabled a local summer
employee of the cooperative to attend engineering school at UAF.
That Scholarship recipient returned to eventually become chief

engineer at KEA.

.1 could, of corrae, give aeveral more examples of |
contributions currently being made bY the electric cooperatives
in their communities, but | believe the above gives you a flavor'
of the activities covered under this section snd why the electric
cooperatives feel this amendment is important and réquired,

| an_}/one has any further questions or wishes to discuss
thy subject with me in greater detail, please feel free to have
titéxn give me a call.

Sincerely,
KRMPPEL, HUFFMAN AND GINDBR, P.C.

Heq—

Roger R. Kemppel v |
General Counsel fo? ARECA

RRKilka

cc: David Hutchena
General Manager, ARECA



POUCH Y . STATE CAPircx.
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LEGISATVE AFFAIRS ACENCY

M EMQRANDUM February 2, 1988
SUBJECT: Sectional analysis of HB 394
(Electric and telephone cooperative)
TO: Representative Dave Donley
Chairman

House Labor and Commerce Committee

FROM: Teresa B. Cramer
Legislative Counsel

You have requested a sectional analysis of the above de—
scribed bill.

As a preliminary matter, note that a sectional analysis or
summary of a bill should not be considered an authoritative
interpretation of the bill, and the bill itself is the best
statement of its contents.

Section 1 increases the powers of an electric or telephone
cooperative to include making certain kinds of donations.

Section 2 increases the powers of an electric cooperative to
include operating a waste heat distribution system and an
existing heat distribution system whether or not it uses
waste heat.

Section 3 removes the requirement that amendments to a
cooperative®s bylaws be made at a meeting.

Section 4 permits the bylaws to require that a person
obtaining service from a cooperative become a member of the
cooperative, and permits the bylaws to provide procedures
for terminating or suspending a membership.

Section 5 requires that notice of special meetings be Riven
between 90 and 120 days before the meeting, together with a
notice of the meeting purpose.
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Sections 12-14 address meetings of the board of directors.
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Section 17 permits decisions concerning consolidation to be
taken by mail rather than at a meeting of the members.

Section 18 increases the required to approve a dissolution
of the cooperative from a simple majority to a two-thirds
majority. It also permits the decision to be made by mail.

Sections 19 and 20 address the sale, lease, or disposal of a
substantial portion of a cooperative®s property.

Section 19 applies AS 10.25.400 to ar.y transaction disposing
of more than 15 percent of the cooperative®s total assets.
It also permits voting by mail, increases the margin
required for approval from a simple majority to a two-thirds
majority, declares that an election is not valid unless at
least 10 percent of the eligible members returned ballot3,
and exempts transactions with the state from the section.

Section 20 requires appraisal of the property to be disposed
of, and notification of the members of the issue and of
alternative proposals.

Section 21 is an immediate effective date clause.

TC :bb
wkb2/036
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ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P.O. Box Y, State Capiiol
Juneau, Alaska 99811-3100
Mail Slop 3100
(907) 465-3991

April 21, 1988
MEMORANDUM
TO: Representative John Sund
ATTN John Hartle

FROM Ginny Fay
Legislative

RE: Electric and Te”phone Cooperatives: Sectional Review of House
Bill 394
Research Request 88.241

You asked us to identify the effects of House Bill 394-An Act relating to
electric and telephone cooperatives (attached). In answering this request,
this memorandum briefly discusses each section of the bill.

House Bill 394 has two primary objectives--1) it sets up a procedure for a
private corporation to acquire or merge with a cooperative utility, and 2)
it clarifies 1inconsistencies 1in the Electric and Telephone Cooperative Act
and provides the statutory authority for technological advances and activi—
ties currently undertaken by cooperatives. In other states, there has been
an increasing occurrence of acquisition of cooperative utilities by larger
private corporations; much of HB 394 1is in response to this perceived
threat. House Bill 39". establishes a systematic procedure for mergers or
acquisitions that assures that the <cooperative membership has an
opportunity to vote on the disposition of cooperative assets.

The Electric and Telephone Cooperative Act was established in 1959 and has
had numerous amendments. House bill 394 cleans up inconsistencies in the
the Act resulting from its long history of changes. In addition, there are
technological advances and administrative changes--that the cooperative
utilities have instituted ai.d state policy allows--for which the bill
provides more explicit statutory authority. The following sections of this
memorandum provide information on each section of the bill.
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Section 1

Section 1 removes reference to AS 10.25.245 in AS 10.05.376(c). Section 25
of the bill repeals AS 10.25.245.

Section 2

Section 2 amends 10.24.010 to allow cooperatives to make donations for the
public welfare or for charitable, scientific, or educational purposes.
Cooperatives currently make donations which are recoverable in the rates;
one example 1is electric cooperative donations to the Electric Power
Research Institute. This amendment would more clearly establish the
statutory authorityfor these types of donations. The Alaska Public
Utilities Commission (APUC) has indicated that they have some concerns
regarding the interpretation of the language "public welfare™ {page 2, line
18).

Section 3

This section disallows the use of cooperative funds to promote or oppose a
candidate being considered as a director of a cooperative. This amendment
is in response to the belief that an electric cooperative used funds to
promote the candidacy of a director from the cooperative®s management.

Section 4

Section 4 provides the statutory authority for electric cooperatives to
operate a waste heat distribution system (page 3, line 23). Without the
assurance of cost recovery in rates, it is unlikely that cooperatives would
invest in this relatively new technology. Section 4 also allows electric
cooperatives to operate existing heating distribution systems. This
amendment would allow the Golden Valley Electric Association (GVEA) to
operate the Fairbanks Municipal Utility System (FMUS) heat distribution
system if GVEA were to purchase or merge with FMUS.

Section 5

Section 5 pertains to the bylaws of cooperatives and provides that
cooperative members can adopt, amend, or repeal the bylaws by an affirma—
tive vote of a majority of the members on a "question.” The broadening of
the Jlanguage to question allows for voting to occur by mail, 1including
votes on the potential sale of a cooperative.
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Section 6

Sotion 6 addresses Internal Revenue Service (IRS) requirements that 85
percent of cooperative sales must be to its membership for the cooperative
to have tax exempt status. The bill allows cooperative bylaws to require
membership as a condition for obtaining service. This change assures that
the IRS requirement can be met (page 4, line 25-26). Section 6 also
provides for the termination or suspension of membership if termination
procedures are contained in the cooperative®s bylaws. Termination of
membership does not, however, imply termination of service. In order to
terminate service, fairly stringent procedures under the APUC statutes must
be followed (AS 42.05.261).

Section 7
This section provides for a 90-120 day notice period for special meetings
of cooperative boards. The inference to special meetings pertains to

Section 23 of the bill, which covers the procedures for the sale of
cooperatives.

Section 8

Section 8 authorizes voting by mail on any 1issue coming before the

cooperative membership. While voting by mail is currently allowed, this
change to the statute makes the voting process less susceptible to legal
challenge. It also removes the provision for voting by proxy; proxy voting

is unnecessary under the mail voting procedure.

Section 9

To determine the eligibility of members to vote, Section 9 establishes a
record date of 90 days before a vote is submitted to the cooperative
membership. This section was added to reduce the ability of special
interest groups to add members before an election to influence its outcome.

Section 10

Section 10 requires that cooperative bylaws contain provisions for the
recall of members of the board of directors. In addition, this section
establ ishes that cooperative board members be paid per -.Mem for each day of
meetings rather than for each meeting. The current statute allows coopera—
tive board members to receive multiple per diem for attending more than one
meeting on a given day.
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Section 11

Section 11 extends the provisions of the recently passed tort r form
package--providing nonprofit board members protection from liability law
suits--to cooperative board members. The new section of the Act relieves
liability for conduct within the scope of board members®™ duties where no
negligence 1is involved. This aspect of the tort reform package has made
recruitment of board members more successful for nonprofit corporations
covered by this provision.

Section 12

Section 12 clarifies that all directors are elected. It also removes
unnecessary language and allows for the election of board of director by
mail.

Section 13

This section clarifies that a meeting is held each year for the election of
members of the board of directors.

Section 14

Section 14 establishes that meetings of cooperative boards of directors can
be held by teleconference if a quorum exists and notice has been given.

Section 15

Section 15 expands the conditions for executive sessions of the boards of
directors. The new conditions include a member*s financial record; status
of current labor negotiations and personnel matters; matters specifically
exempted from disclosure by law; sealed bids, trade secrets, or other
confidential commercial information; and discussion of litigation by or
against a cooperative. These grounds for executive sessions are similar to
those covered by the Alaska open meetings law (AS 44.52.310-312).

Section 16

Section 16 provides for more court discretion for cooperative meetings that
are deemed to have not been held openly or with proper notice. Rather than
action taken in the improper meeting being automatically voided, the court
c?.n grant equitable relief after considering the circumstances of the
case. This provision can potentially save cooperatives considerable funds
because lengthy or costly meetings would not have to be repeated in their
entirety.
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Section 17

This section pertains to a member®"s right to examine cooperative books and
records and provides that the cooperative can withhold 1information
concerning specific matters that were prepared during or for an executive

session and not subsequently made public by the cooperative. In addition,
a cooperative may withhold the 1identity of public information that was
referred to during an executive session. The language of this section 1is

rather broad and potentially allows an umbrella for withholding information
from cooperative members.

Section 18

This section aUows for mail voting o:: cooperative mergers rather than
requiring voting to occur at meetings.

Section 19

This section specifies that telephone or electric cooperatives cannot merge
unless the surviving cooperative complies with all existing labor agree—
ments of the merging cooperatives. This means that the resultant coopera—
tive cannot collectively bargain for one labor contract but instead must
honor the conditions of both the merging and surviving cooperatives®™ labor
agreements. This could be a costly provision for cooperatives.

Section 20

Section 20 clearly establishes that a membership vote on cooperative
consolidation can be done by mail.

Section 21

Section 21 pertains to the dissolution of cooperatives. It clarifies
language and requires cooperatives with fewer than 10,000 subscribers--

which is generally -equivalent to meters served rather than individual
persons--to have a two-thirds affirmative vote of the members for a

dissolution. Cooperatives with over 10,000 subscribers require an
affirmative vote of the majority of the membership. The subscriber cutoff
covers all electric cooperatives 1in Alaska except the four Railbelt
electric cooperatives. This section also allows for a dissolution vote to

be conducted by mail.
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Section 22

For the purposes of the disposition of cooperative property, this section
clarifies "all or a substantial portion of its property” to be more than 15
percent. The 15 percent figure 1is based on an Alaska Rural Electric
Cooperative Association (ARECA) review of recent legislation in other
states. Other states™ legislation cite 8-25 percent; 15 percent was used
as an average. Voting requirements for disposition of a substantial por—
tion of assets are the same as those set forth in Section 21 for coopera—
tive dissolution. In addition, this section allows the sale of cooperative
property to the state or another cooperative to be approved by a vote in
which at least ten percent of eligible members return ballots. This sale
requirement is not as stringent as that required for the sale of coopera—
tive assets to a private corporation because the former 1is not perceived as
a potentially hostile take-over. This section also requires the labor
provision set forth 1in Section 19 discussed above be a condition for the
sale of cooperative property.

Section 23

Section 23 establishes a procedure for the disposition or sale of
cooperatives. Generally, it requires that before more than 15 percent of a
cooperative®s assets can be sold, the board of directors must--1) have the
property appraised, 2) provide at least 90days rotice to members, 3)
notify other cooperatives of proposals for the disposition of property at
least 90 days before the membership vote, 4) at least 30 days before the
vote, notify members of any alternative proposals, and 5) place each

proposal for which notice has been given ona ballot. Section 23 also
provides that these requirements apply only tothe selling of a cooperative
or 1its assets and not to themerger or consolidation of cooperatives

covered under AS 10.25.240-300. ARECA 1is proposing that "real and personal
property” (page 13, line 11) be amended to say ™"tangible and intangible
property” to assure that existing assets such as contracts be covered.

Section 24
This section clarifies that the conditions established by Section 23 do not

apply to sales of cooperative property that were approved by the members
before the effective date of this Act.
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Section 25

Section 25 repeals AS 10.25.245, which was passed in 1980 for the potential
merger of Alaska Electric Light & Power Company and the Glacier Highway

Electric Association, Inc. Because this section was never used and section
23 establishes a sale procedure with more stringent membership voting
requirements, AS 10.25.245 is being repealed. In addition, the repeal of

AS 10.25.245 prevents the possibility of a private utility merging
with--rather than purchasiug--a cooperative under the less stringent voting
requirements of this section.

Section 26

This section establishes the Act"s effective date to be immediate upon its
passage.

I hope this information 1is helpful. Please call if you have additional
questions.

Attachment
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Cordova Electric Cooperative, Inc.

n0 BOX 20 . COk'XJVA. ALASKA 99574 . (907) 424 5S&:>

March 29, 1988

Mr. Dave Hutchens
Executive Director
Alaska Rural Electric
Cooperative Association
237 East Fireweed Lane
Anchorage, Alaska 99bU3

Dear Dave,
| wanted to let you know the outcome of the adV|sor¥ vote
last night at our annual meeting. We did not have |me to

formally notice the question so we made |t advisory

aGked each member to write the percentage who should vote in
favor of a sellout before the Cooperative could be sold. We
sug%ested elther the current requirement of one half of the

members and proposed 2/3 of ‘the members. | have
tabulated the results below:

one half of members 3

two thirds of members 56

three quarters of members 1

no indication 17

total votes cast 7

The large number of "No Indication" ballots were cast by
people who were not in the room when we discussed the issue
or who voted before the announcement.

Obviously, the members of Cordova Electric Cooperative are
worried about a takeover attempt and want to protect their

cooperative.
Sincerely,

W. D. Bechtel
General Manager
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Ak Village Elect. co- o PECS'I® - >

4831 Eagle St. ‘ U

Anchorage AK 99503
ATTN: Viicent T. Beans

Dear Mr. Beans:

Our firm has been requested by a major U.S. Corporation to search for
power faciljties or companieS throughout A.laska that would perhaps
consider selling.

This major firm is presently involved in power and telecommunications
throughout the contiguous United States, South Pacific, Hawaii and
Alaska. The¥ have ynlimited financial resources in addition to a very
vide range of technical personnel.

They have indicated an interest in acquiring generation and. power
facilities ranging from the smallest timber, “mining and_ fishing
villages, to those” of the major service areas in the stdte. They have
ranl(g(reéaldy purchased some utilities within this suate and are looking for

This lenter will be followed by a personal phone call to you within
the next several weeks. Should” your organisation have an interest in
selling your facility or entering” \nto an on-site mana[gement agreement
wherein the day to day operating responsipilities would be assumed b
one of the opeérating divisions of this major corporation, please cal
mtﬁttﬁgr% number shown below. | shall assist you in your negotiations
Wi .

rlnfe you need further in-depth information, please feel free to contact

Sincerely,

James L. (Jim) Henderer o
Director--Commercial Investment Division
| ERA-Realtv renter
N—6400 Hartzeil Rd.
Anchorage, AK 99507
Phone: ~(907) 344-0501

8400 HARTZELL ROAD « ANCHORAGE, AK 99507 « 907-344-0501



WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

THEREFORE,

KODIAK ELECTRIC AS5SOCIATION. INC.

KOPIAtC, ALASKA

({SOLUTION

J988 ANNUAL MEMBERSHIP_MEETING
MEMBERSHIP RESOLUTION

he Electric  end Telephone Cooperative Act
AS10.25), originally enacted in 1959, is now
utdated * end "nsa, Deen, eme”ded In ways which
produced Internal inconsistencies; end

o

the Alaska Rural Electric Cooperative Association
(ARECA) hea conducted a thorough etudy of the
changes 1iIn this statute necessary for the efficient
Operations of Che cooperative utilities end the
effective Control of those utilities by their
menber-consumera; and

Kodiak Electric Association, Inc. (KEA)
participated 1in the ARECA study of AS 10.25 and
would benefit fro® the resulting proposed

legislation; and

HR 394 is the proposed legislation resulting
frow the aAreca effort;

BE IT RESOLVED

1, The membership of KEA supports the changes
to AS 10.25 proposed by HB 394; and

2. The membership of kea believes the requirement
contained Iin HB 394 for a two-thlrde vote
of the membera tqQ agree to a takeover . of
this cooperative 1a an Important protection
for the members.



Amendments to Electric and Telephone
Cooperative Act (AS 10. £5)

Comments from Alaska Rural Electric
Cooperative Association (ARECA)

lutcsdnEtisn
The Electric and Telephone Cooperative Act Has originally

enacted in 1959 as a variation of the model state legislation
recommended by the Rural Electrification Administration (REA), a
unit Hithin the U.S. Department of Agriculture. The REA serves as
the principal banker for most electric and telephone cooperatives,
and this relationship accounts for theif strong and continuing
interest in our state enabling legislation.

The environment nithin nhich the coops operate has changed
immensely during the last £9 years, and the old model act no longer
covers everything that is needed in Alaska lan. There have been a
number of amendments to AS 10. £5 through the years, and some
internal inconsistencies nithin the Act have resulted from some of
those amendments.

ARECA had a committee from across the state study AS 10.£5 for
about a year to develop the changes nhich are needed to clear up
ambiguities, to permit cooperatives to operate efficiently, and to
assure proper control of the cooperatives by the members. The
draft prepared by that committee and unanamously approved by the
members of the association provided ihe starting place from nhich
SB 369 and HB 394 Here prepared.

Mail_Voting

One kind of change nhich appears in numerous locations
throughout these bills is to clear up the conflicting language on
hoH membership votes may be conducted. The legislature decided
long ago that coops should have the option of conducting elections
and other membership votes by mail. Honever, a number of sections
still refer to such decisions being made "at the meeting. ' These
bills Hould make it clear that, if the bylans so provide, all
membership votes can be conducted by mail.

A second change nhich required amendments in several sections
is to make certain that any proposed sale of a cooperative is
considered by an informed membership and that a decision to sell
must be agreed to by a substantial proportion of the members of the
cooperative (Sec. 5, IB, 19, £0). The sale or dissolution of a
cooperative is final and irreversible. Such a momentous decision
should not be made lightly or by a simple majority. Jf a pro-sale
majority one day becomes a minority on some other day, there is no
nay to unscramble the egg. To protect the interests of the
cooperative members against transitory snings in public opinion, a
large majority should be required to agree to the death of the
cooperative. In these bills, a tno-thirds majority is proposed.



Powors_gf_Coggeratives

The authority to make contributions for various public purposes
(Sec. J) is adopted verbatim from the law governing all other types
of cooperatives in this state (AS 10.15.016 (1S)), A typical
instance in which this authority is needed is when some local civic
or charitable group plans an event for which it needs a temporary
service. In many such cases, the cooperative would like to support
the local effort by making an in-kind contribution of the tempoary
service drop rather than having to charge according to its line
extension policy, ftnother example is to permit the electric coops
to participate in the National Electric Power Research Institute.

Electric cooperatives would also be authorized to operate waste
heat distribution systems (Sec. S). Since 1980, the legislature has
encouraged the use of waste heat, but the cooperatives have no clear
authority to engage in that business. The authority to operate an
existing system (other than waste heat) is intended to permit Golden
Valley Electric Association to operate the Fairbanks district
heating system now owned by the city if the city should decide to
divest itself of that system.

Members

The provision to permit cooperatives to require membership as a
condition of service (Sec. 4) is necessary to protect the coops from
the possibility of losing their tax exempt status. The Internal
Revenue Service (IRS) requires cooperatives to get not less than 85
percent of their revenues from providing service to members.

The provision prohibiting cooperatives from terminating or
suspending memberships (Sec. 4) unless their bylaws establish the
procedure, 1is also necessary to keep the coops out of trouble with
the IRS. Terminating or suspending a membership without due process
can cause the loss of a tax exemption. This provision was adapted
from California Corporate Code 12410, Article 4.

Notice_of Meetings

The increase in notice requirements for special meetings of the
members (Sec. 5) is necessary to give adequate time for the
informational processes established in Section £0 to be used "when a
special meeting is called to sell a cooperative.

Record Date

Establishing a record date for the right to participate in
membership meetings (Sec. 7) helps to eliminate disputes as to the
legality of actions taken by the members on hotly contested issues
at annual or special meetings or other cooperative elections. This
new section was adapted from the Alaska Business Corporation Act
(AS 10.05.144).

The principal change in Section 8 is to clarify the law on the
payment of per diem to directors. The intent is to make it clear
that directors can be compensated for the days on which the director
is attending meetings in the performance of duties, not Just



attendance at formal meetings of the board. However, the language
needs to be amended to make it clear that it is a day rather than a
meeting nhich authorizes the payment of per diem. (If a director
Here to go to three meetings on one day, the director should
receive one per diem payment, not three.) To accomplish this, on
page 6, line IS, the nords ™"and at a" should be replaced nith "or
other. "

Liability”_IndemnificationL_and_lnsurance
The nen language contained in Section 9 is necessary to protect

directors and officers from individual liability for actions

properly taken in the course of their duties. Subsection (@

limits the liability; (b) authorizes the cooperative to indemnify

the directorsf and (¢) authorizes the cooperative to buy directors”

and officers”™ liability insurance as a nay to provide the

indemnification. Similar limitations on personal liability are

provjjied™Tor drrbctprs and officers of business corporations
~UNJ10. 05. 010 (g))"£&d for many non profit

hospitals, publfcschools, and municipal

ESedd"Meetings
Board meetings could be conducted by teleconference (Sec. 12).
A similar provision is made for boards of business corporations

(AS 10.05.199 (@)).-
Several specific items are listed nhich nould permit a board of

directors to meet in executive session (Sec.13). Each of these
specifics Has thought to be encompassed in the general reasons for
executive sessions listed as 1 - 3 nhen this statute was enactedin

19B2. Recent court decisions have cast somedoubt on that
assupmtion, so listing these specific items is necessary.

The penalty for violations of the meetings statute needs to be
renritten as is done in Section 14 to permit the court to determine
the appropriate equitable relief. Under the present lan the only
penalty authorized is to void any action taken at a meeting not in

compliance nith this section of the lan. Recent court decisions
seem to indicate that there is no nay to correct actions taken
incorrectly once they have been voided. This could cripple a

cooperative if action on a major item like a poner supply contract
Here voided.

Examination of Records

Information on subjects nhich can properly be discussed in
executive session should also be protected in nritten form (Sec.
15). For example, it does no good to go into executive session to
discuss an individual consumer®s payment history if the records of
that payment history are themselves available for inspection.

Limitations ontSale of Property

In addition to requiring a tno-thirds vote to sell a
cooperative as discussed earlier, Section 19 clarifies the lan on
exactly nhich sales of coop property must be referred to a vote of
the members.



Section 20 establishes a procedure for having the cooperative*s
property appraised, informing the members, and inviting competing
proposals. The purpose of this section is to protect the members
by making sure they knon nhat the coop®"s property iz. north before
they vote on an offer to buy it.

He do propose that this section be amended on page 12, line 11
by changing the phrase "have this property appraised" to "have all
the real and personal property proposed for sale appraised". The
reason for this change is to inform the members about the value of
personal property such as long-term poner supply contracts nhich
nould not shon up on the books of the cooperative.

Sale_gf_Glacier_Highnay_ Electric_Assgciatign_tg Alaska Electric_
Lis!lE-3Dd_PgHer

The possible merger of the two utilities in the Juneau area has
been under negotiation,off and on, for about 20 years. Wk do not
nant to change the rules regarding that possible transaction nhen
it Is so near completion, A nen section on *transitional
provisions”™ should be added nhich provides that any sale of
cooperative property approved by the members under AS 10.25.400
before the effective date of this Get nill be valid even if the
transaction is not completed by the effective date.

Another nen section needs to be added to repeal AS 10.25.245.
This section nas enacted in 1980 at the request of GHEA, and it nas
intended to make a merger nith AELSP easier. The negotiations have
proved this approach not to be practical, and it is not used in the
proposed sale of GHEA to AEL&P. This section serves no purpose,
and ne ask that it be *“apealed.
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CHAPTER 25. ELECTRIC AND TELEPHONE COOPERATIVE ACT.
Article 1. Substantive Provisions.

Sec. 10.25.010. Powers of electric or telephone cooperative.
An electric or telephone cooperative may

1) sue and be sued in its corporate name;

have perpetual existence; _

3) adopt a corporate seal and alter it; _ _

. (4) construct, buy, lease, or otherwise acquire, and equip,
maintain, and operate, “and sell, assign, convey, lease, mortgage,
pledge, or-otherwise dispose of or encumber lands, buildings,
structures, electric or telephone lines or systems, fuel _
transportation and production facilities; dams, plants and equip-
ment, and any other real or personal property, tangible or
intangible, which is necessary, convenient or appropriate  to
accomplish the purpose for which the cooperative is organized;

5) buy, lease, or otherwise acquire, and use, and exercise
and sell, aSsign, convey, mortgage, pledge or otherwise dispose
of ?r encumber” franchisés, rights, privileges, licenses and ease-
ments ;
~(6) .borrow money and otherwise contract indebtedness, and
issue evidences of indebtedness, and secure the payment of the
Indebtedness by mortgage, pled(]qe, or deed of trust of, or any
other encumbrance upon”its real or personal property, assets;

franchises, or revenues; . . o
construct, maintain, and operate electric transmission

and (g|str|bu_t|on lines, or telephone lines along, upon, under and
across publicly. owned lands and public thoroughtares, including,
without limitation, all roads, highways, streéts, alleys, bridges
and causeways; _ _

exercise the power of eminent domain; _

become a member of other cooperatives or carporations or
own stock in them[;] or enter into joint ventures with other Eer-
sons, cooperatives, corporations; the state or a political sub-
division thereof;. _ _ , o

! conduct its business and exercise its powers inside or
outside the state;

adopt, amend and repeal bylaws; _ _

12) make all contracts necessary, convenient or appropriate
for the fHII exescise of |ts_gowe‘?; , ,

. (13) donate for the public welfare or for charitable, scien-
tific_or educational purposes: _

_ g do and perform any other act and thing, and have and
exercise any other power which may be necessary, convenient or
appropriate” to accomplish the Eurpose for which the cooperative
IS organized. (§ 4(1) ch 93 SLA 1959)



Sec. 10.25.020. Powers of electric cooperative. An electric
cooperative may

(1 either jointly or individually, generate, manufacture,
plan ‘for, purchase, acquiré, accumulate and transmit electric
enerqy_ and heat, and distribute, sell, suPpIy and dispose of
electric. energy and heat to its members, to governmental agencies
and political subdivisions, and to other persons not exceeding 10
per cent of the number of its members; however, a cooperative’
which acquires existing electric facilities may continue service
to [ rsons, not in excess of 40 per cent of the number of its,
members, who are already receiving service from these facilities
without requiring them ‘to become members, and these persons may
become members upon the terms as may be prescribed in the bglaws;

*.(2) assist persons to whom electric energy is or will be
supplied by the cooperative in wiring their prémises and in
acquiring and installing electrical and plum mq appliances,
equipment, fixtures and. apparatus by financing them, and in con-
nection with these services wire or have wired the premises, and
buy, acquire, lease, sell, distribute, install and repair
eléctric and plumbing appliances, equipment, fixtures and appar-

atus ;

3) assist persons to whom electric energy is or will be |
supplied by the cooperative in constructing, equipping, maintain-
ing and operating efectric cold storage or processing plants by
firancing them or otherwise[.];. and o _

(4) “participate in economic development activities in the
service area of the cooperative. (8 4(2) ch 93 SLA 1959)

Sec. 10.25.030, Powers of telephone cooperative. A

telephone cooperative ma _
1) furnish, improve and expand telephone service and

relate(% telecommunications service to its members, and to other
users not in excess of 10 percent of the number of its members:
however, telephone service may be made available by a cooperative
through interconnection of fatcilities to any number of subscrib-
ers of other telephone systems, and through”pay stations to any
number of users, .and a cooperative which acquires existing
telephone facilities may continue service to persons, not
exceeding 40 percent of the number of its members, who are . .
already teceiving service from the facilities without requiring
them t0 become miembers, and these persons may become members upon
terms _as may be prescribed in the bylaws; _ .

2 connect and interconnect its telephone lines, facilities
or systems with other telephone lines, facilities or systems;

3) make its facilities available to persons furnishin
telephone seryice inside or outside the state. (8 4(3) ch 93
SLA 1959; am § 1 ch 136 SLA 1982)



. Sec. 10.25.040. Name. The name of a cooperative s”all
include the words "electric" or "telephone " as appropriate to
its purpose, and "cooperative," and. the abbreviation "inc." The
name of a cooperative shall be distinct from the name of other
cooperatives or corporations organized under the laws of or
authorized to do business in this state. This section does not
apply to a cqrporation which becomes subject to this chapter by
compliance with 8§ 290 and 300 or 600 of “this chapter and which
elects to retain a corporate )name which does not comply with this

section. (8 5 ch 93 SLA 1959

Sec. 10.25.050, Incorporators. Five or more persgns,
Iudlng cooperatives, mae organize a cooperative. (8 6 ch 93

inc
SLA 1959

.Sec. 10.25.060, Articles of |ncor5)orat|_on. (a) The articles
of incorporation of a cooperative shall recite that’ they are exe-
cuted under this chapter and shall state

the name of the cooperative; _
2) the address of its principal office;
3) the names and the addresses, of the incorporators;
4) the names and addresses of its directors; _ _
. (b). The articles may contain any provisions not inconsistent
with this chapter which are considered nécessary or advisable for
the conduct of its business. The articles shall be signed b
each incorporator and acknowledged by at leasttwo oftieincoi-
porators, or on their hehalf, “if theyare cooperatives.It is
not necessary to recjte in the articles the purpose for which_the
coogeranve IS _organized or any of its corporate powers. (8 7
ch 93 SLA 1959)

Sec. 10.25.070. Bylaws. The board of directors shall adopt
the first bylaws of a Cooperative to be adopted. following an
Incorporation, conversion, merger or consqlidation. Theéreafter
the district delegates in cooperatives having three or more
districts that aré not connected by a road system to another
district of the cooperative may adopt, amend, or repeal the
bylaws by the affirmative vote of a ma OrItP/ of the district
delegates voting .on the adoption, amendment, or repeal at a
meeting of the district delegates. In all other cooperatives the
members shall adopt, amend, Or repeal the bylaws by the affir-
mative vote of a majority of the members vo mgi on” the adoption,
amendment, or repeal™ [either at a meeting of the members or b
mail ballot without a meeting.] . The bylaws shall set out the
rights and duties of members; district delegates, and directors
and may contain other provisions for the regulation and manage-
ment of the affairs of the cooperative consistent with this
chapter or with the articles of incorporation of the cooperative.
](%86) ch 93 SLA 1959; am § 1 ch 136 SLA 1968; am § 1 ch 120 SLA

-3-
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Sec. 10.25.080. Members. Each incorporator of a cooperative
shall be a member of the cooperative or of another cooperative
that is a member of'it. No person may become a member unless
that person agrees to use electric energy, or telephone service,
or other services furnished by the cooperative when they are made
available through its facilitiés. ~The bylaws may require mem
bership as a condition of obtaining service from the cooperative.
Membership in a cooperative is not transferrable, except as pro-
vided in the bylaws. = The bylaws may prescribe additional quali-
fications and limitations on membership. The bylaws may provide
for the termination or suspension of membershap, provided that no
membership may be terminated unless the procedures for ter-
mination _are contained in the bylaws. (8 9 ch 93 SLA 1959; am

§ 1 ch 66 SLA 1982)

Sec. 10.25.090. Meetings of members. fa) An annual meeting
of the members of a cooperdtive shall be held at the time and
place provided in the bylaws. An_annual meeting of the members
of a cooperatjve which has been divided into disfricts as pro-
vided for in § 190 of this chapter may consist of separate annual
meetings of the members of each district. o

(b} Special meetings, of the members or district delegates
may be called by a majority of the board of directors or by not
less than 10 per cent of all members or 10 per cent of all
district delegates, A specijal, meetm? of .the. members of a
cooperative which has been divided info districts as provided for
in § 190 of this chapter may consist of separate special meetings
of the members of each district. _

c) An annual meeting of district d_elegates of a cooperative
shall be held at the time and place provided in the bylaws.
(§ 10(1) (2) ch 93 SLA 1959; am § 2 ch 136 SLA 1968)

Sec, 10.25,100, Notice of meetings. Except as otherwise
provided in this chapter, written notice stating the time and
place of [each] the annual meeting of the members or district
delegates [and,  in the case of a special meetm?, the purpose or
purposes far whjch the meeting is called,] shall be given to each
member or district delegate, @ither personally or by mail, not
less _than 20 days nor more than 40 days before the date of the
meeting. . Noticé of a special meeting” of the members, together
with notice of the purpose or purposés for which the meeting is
called, shall be given to each member or district delegate,
either personally” or bf mail, not less than 90 days nor more_ than
120 days before ‘the date of the meeting. [f majled, notice is,
considered given when it is deposited in the United States mail
with postagé prepaid addressed to the member or district delegate
at his address as it agodoears on the records of the cooperative.
(§ 10(3) ch 93 SLA 19597 am § 3 ch 136 SLA 1968)



Sec. 10.25.110. Quorum requirements. (a) Unless the bylaws
prescribe the presence of a greater percentage or number of the
members for a quorum, a quorum for the transaction of business at
all meetings of the members of a cooperative or the members of a
district of a cooperative having notmore than 1,000 members is
five per cent of all members, present in person, anda quorum for
the transaction of busjness of the members of a cooperative or
the memhers of a district of a cooperative having more than 1,000
members is 50 members, present in person. If leSs than a quorum
IS present at a meeting, a majority of those present in person
may adjourn the meeting from time to time without further notice.

i Unless the bylaws prescribe the presence ofa greater
ercentage of the district delegatesfor. a quorum, aquorum for
he tranSaction of business at all meetings of the district dele-
ates of a cooperative is 25 per cent of all district delegates.
?S 10(4) ch 93 SLA  1959; am'§ 4ch 136 SLA 1968)

Sec. 10.25.120. _Voting. Each member is entitled to one vote
on each matter submitted t0 a vote 0[(1) at a meetm% of the mem
bers or 1(2) by mail ballot permitted by AS 10.25.070]. Each
member of a district is entitled to_oné vote on each ‘matter sub-
mitted to a vote at a district meeting. A member is not entitled
to vote bv proxy. Voting [at a meeting shall be in_person, butJ,
if the bylaws so provide maX éalso] be by mail. L§ 10é5) ch 9
SLA 1959; am § 2 ch 136 SLA 1982; am § 2 ch 120 SLA” 1986)

Sec, 10.25.125. Record date. To determine the members
entitled to notice of a mee_tmgofthe members, or to vote on  a
matter which is to be supmittedtoa vote of the members, or in
order to make a determination of members for any other proper
purpose, the board of directors may fix in advance a date as the
record date for the determination of members. If no record date
Is fixed for the determination of members entitled to notice of a
meeting of members or to vote on a matter which is to be sub-
mitted” to a vote of the members, the date on which notice of the
meeting is first mailed or notice of mail voting is first mailed,
Is the  record date for the determination of members. When a
determination of members entitled to vote at a meeting of members
IS made, the determination applies to an adjournment of the

meeting.

.Sec. 10.25.130. Waiver of notice, A person entitled to
notice of a meeting may waive notice in writing either before or
after the neeting.” Atfendance at a meeting is” a waiver of notice
of the meetm?, unless the person attends Solely to object to the
transaction of business because the meeting has” not heén legally

called or convened. (§ 11 ch 93 SLA 1959)
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Sec. 10.25.140. Board of directors. The business of a
cooperative shall be mana%ed b% a board of not less than five
directors, each of whom shall be a member of the cooperative or
of another cooperative which is a member of it. The bylaws shall
Prescnbe the number of directors, their qualifications other.
han those prescribed in this chapter, and the manner of holding
meetings of the board of directors and of electing successors to
directors who resign, die, or are otherwise incapable of acting.
The bylaws may provide for the removal for cause of directors
from office and for the election of their successors. Directors
shall not receive salaries for the services as directors and,
except in emergencies, shall not receive salaries for their ser-
vices in any ofner capacity without the approval of the members.
The bylaws may, however, prescribe a fixed fee for each day of
attendance at "meetings while officially representing the coopera-
tive [for attendance’at each meeting of the board of directors]
and mdy provide for insurance and réimhursement of actual
expenses incurred while performmq their duties as directors [of
attendance]. (8 12(1) ch 93 SLA 1959)

. Sec. 10.25.145. Liability and indemnification of officers,
directors, employees and agents: Insurance. (a) A djrector,
officer, employeé or agent of the cooperative is not individually
liable for any action, inaction .or omission except for any
action, inaction or_omission which the director, officer,
employee or agent did not reasonably believe to be in or not
opposéd to thé best interests of thé cooperative. _

Unless prohibited by the articles of incorporation or
bylaws, the cooperative shall indemnify a director, officer,
employee or agent of the cooperative, or a person who is or was
serving at thé request of the cooperative as a director, officer,
employee or agent of another cooperative corporation, gomt ven-
ture ,"trust ol other enterprise, who is a party or _is threatened
to be made a party to a threatened, pending or’ completed action
or proceeding, whether civil,.criminal, administrative or
investigative, against expenses (lncludm? attorney fees),
judgments, fines, and amounts paid in_ settlement actually and
reaSonably incurred by him in _connection with the defense, _
settlement, action or proceeding, except for any action, inaction
or omission which the director, officer, employee or agent did
not reasonably believe to be in or not opposed to the Dest
interests of the cooperative, and, with respect to a criminal
action or proceeding, had no reasonable cause to believe his con-
duct was unlawful. _ S

c A cooperative may purchase and maintain insurance on
behalf "of a djrector, officer, employee or agent of the coopera-
tive, or who is or was serving at thé rec%ues of the cooperative
as a director, officer, employee or agent of another cooperative
corporation, joint venture, tfust or Other enterprise against any

liability asserted against him and incurred by him in sich a
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capacity, or arising out of his status as such, whether or not

cont'd the cooperative would have, the power to indemnify him against the
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lability under the.provisions of this section.

Sec. 10.25.150. Term of office of directors, The directors
of a cooperative named in articles of incorporation, con-
solidation, .merger or conversion hold office until the next
annual meeting O0f the members and until their successors are
elected and qualify. [At each annual meeting, or in case of
failure. to hold the annual meeting as specified in the bylaws, at
a special meeting called for that” purpose, the members shall
elect directors to hold office until the next annual meeting of

the members, except as, otherwise provided .in this chapter.]”™ Erch
director holds office for the term for which he is elected  and
t119n5t9|) his successor is elected and qualifies. (8§ 12(2) ch 93 SLA
Sec. 10.25.160. Staggered terms of offtce for directors.
Instead of electing all Qirectors annua Y laws may pro-
vde that directorS shall be elected erms ra to exceéed
three years, or until their successors are elected and gualify,
and that the terms of directors shall be stag?ered so that ore-
third of the directors, or a number as close™to one-third. as
PQssSi b e, h [ be elected each year [at each annual meeting].
(§ 12(3) ch 93 SLA 1959)

. Sec. 10.25.170. Quorum of board. A majority of the board of
directors constitutes a quorum. (§ 12(4) ch 93 SLA 1959)

Sec. 10.25.175. Board meetings open; exceptions. (a) A
meeting of the board of directors may be attended by members of
the cooperative. Except when voice votes are authortzed a vote
shall be conducted in Such a manner that the members maY know the
vote of each person entitled to vote, or purposes of this sec-
tion, a meeting is defined as a meetin which there occurs the
deliberations of at |east the number o |nd|V|duaI directors
reouired to take action on behalf of the cooperative.

The hoard of directors may conduct a meeting by communicating

simultaneously with each other by means of conference telephones
or similar commumcattons e uipment.

excepted cts are to be discussed at a meeting,
the meetm must f|rst be convene as a regular or special
meeting the question of holding an exeCutive sessjon to

dtscuss matters that come within the exceptions, contained in (c)
of this section shall be determined by a majority vote of the
board. No subjects may be considered”at the executive session
except those mentioned”in the motion calling for the executive
session unless auxiliary to the main question. No formal action

may be taken during the” executive session.



(c) The following excepted subjects may be discussed in an
executive session: | _ _
(1) matters the immediate knowledge of which would clearly
have an adverse effect on the finances of the cooperative;
subjects that tend to prejudice the reputation and
8haracter of "a person; however, thée person may request a public
iscussion; _ _ _
(3) matters discussed with an attorney for the cooperative,
the Immediate knowledge of which could have an adverse effect on
the legal position of the cooperativel.]]
labor negotiations;
5] personnel matters: _
matters specifically exempted from disclosure by stat-
ute, the articles of incorpdration or bylaws; _
_ bids, trade secrets or other confidential commercial
information; _ _ _
information concernjng a member 1s payment history,
creditworthiness or outstanding accounts with the cooperdtive;
discussion of litigation by or against the cooperative.
(d) Notice shall be given for all regular or special
meetings of the board of directors as provided in the bylaws of
the coqperative. _ o _
(e) Action taken contrary to this section is void.] .
(e) Any member affected by action taken contrary to this
section may” commence a suit in’the superior court, and the court

may order Such equitable relief as it deems appropriate in the
circumstances. Action taken contrary to this section shallnot
vmdegl if other equitable relief s available. (§3ch 136

€
SLA 1982

. Sec. 10.25.180. . General powers of board. The board of
directors may exercise all of the powers of a cooperative not
conferred upon the members by this chapter, its articles of
incorporation or its bylaws.” (§ 12(5) ch 93 SLA 1959)

o .Sec. 10.25.190. Districts. The bylaws may provide for the
division of the territory served or to be servéd by a cooperative
into, two or more districts for any purpose, including, without
limitation, the nomination and eléction of directors and the
election and functioning of district delegates, These delegates,
who shall be members, may nominate and eléct directors. Theé
bylaws shall prescribe the boundaries of the districts, or the.
manner of establishing the boundaries, and the manner of changing
the boundaries, and the manner in which the districts function.
No member at any district meeting and no district delegate at any
meeting may voté by proxy or by mail. However, the eléction of
directors Shall be”by mail unléss the bylaws provide otherwise.

(§ 13 ch 93 SLA 39597 am § 4 ch 136 SLA"1982)



Sec. 10.25.200. Officers. The officers of a cooperative are
a president, a vice president, a secretary and a treasurer. The
officers shall be elected annually by the” board of directors from
among its members. When a person’ home% an office ceases to be
a director, he ceases to hold office, e offices _of secretary
and of treasurer may be held by the same person. The board of
directors may elect or appoint such other officers, agents, or
employees as it considers necessary or advisable and Shall
Prescrlbe their Rowers and duties.” An officer may be removed
rom office and nis successor elected in the manner prescribed in
the bylaws. (8§ 14 ch 93 SLA 1959)

Sec. 10.25.210. Amendment of articles of incorporation. A
cooperative may amend its articles of incorporation as follows,
except that it “may change the location of its principal office in

the manner set out in § 230 of this chapter. _
The proposed amendment shall be presented to a meeting

of the members or district dele%ates and the notice of the
meeting shall set out or have altached to it the proposed amend-

ment.

(2) If the proposed amendment, with any changes, is approved
by the affirmative vote of not less than two-thirds of those mem
bers or district delegates voting on it, the president or vice

resident shall execute and ackiowledgearticles of amendment on
ehalf ofthecooperative and the secretary shall affix and
attest totheseal of the cooperative. (8 15 ch 93 SLA 1959;
am § 5 ch136SLA 1968)

~Sec. 10.25.220. Contents of articles of amendment. (a) The
articles of amendment shall recite that they are executed under
this chapter and shall state _
the name of the cooperatjve: ,
2) the address of its principal office; _
3) the amendment to its articles qf incorporation. _
The president or vice president exe_cutm? the articles
of amendment shall make and annex to them an affidavil stating
that the provisions of this section regarding the amendment were
complied with. (8§ 15 ch 93 SLA 1959)

Sec. 10.25.230. Chan%e of lpcation of Brlnmpal office. A
cooperative may, upon authorization of its board of directors or
its, members, change the location of its principal office Dy
filing a certificdte reciting  the change of principal office,
executed and acknowledged by’ its president or vice president
under its seal, attestéd by’ its secretary, in the office of the

commissioner. (§ 16 ch 93" SLA 1959)
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Sec. 10.25.235. Member's right to examine bow ~ and records.
A member of a cooperative may, at a _ reasonable time ind fora
proper purpose, examine and make copies. of the books, and records
of the cooperative at the principal office of the cooperative.
The cooperative may charge a member an amount equal to the actual
cost of duplicating documents requested under this section. The
cooperative may withhold books and records concerning. subjects
which mav be discussed in executive session assoecCified ™ in
AS 10.25.175(c). (8 3 ch 136 SLA 1982)

Article 2. Merger and Consolidation.

Sec. 10.25.240. Merger.. One or more cooperatives, each
hereinafter designated "merging cooperative,”" may merge into
another cooperafive, hereinaftér designated "surviving
cooperative," by complym? with the following requirements.

_ The proposition Tor the merger of the merging coopera-
tives into the surviving cooperative "and proposed articles of
merger shall be submittéd to [a meeting of] the members_of each
mer?mg cooperative and of the surviving cooperative. The notice
[of the” meeting] shall have attached to it a copy of the proposed
articles of merger. _

2) |f the proposed merger and the proposed articles of
merger, with any amendments, "are approved by the affirmative vote
of not less than two-thirds .of those members of each cooperative
voting on them (at the meetlnC?], articles of merger in the form
approved shall be executed and "acknowledged on behalf of each
cooperative by its president or _vice president and its seal shall
be affixed by its secretary. (8 18(1) (2) ch 93 SLA 1959)

Sec. 10.25.245. Merger of coodperatlve and corporation
organized under AS 10.05.003 - 10.05.828. (ag A coozperanve
organized under the provisions of AS 10.25.010 - 10.25.650 may
mer%e Into_a corporation organized under AS 10.05.003 - .
AS 10.05.828 that is engnage in _business as and is certificated
[as an electric or telephone utility] to provide the same type of
public utility service as the cooperative and whose certificated
area is contiguous with that of the cooperative. |

(Sb% The cooperative shall compIY with the provisions of
AS 10.25.240 - 10.25.280 insofar as they set out the procedures

for the merger of cooperatives. _
(c) Thé& manner in which the members of the cooperative may

be compensated for any net remaining assets transferred to the
corporation organjzed  under AS 10.05.003 - 10.05.828  after the
payment of the debts and liabilities of the cooperative shall be
stated in the articles of merger. (8§ 2 ch 10 SLA 1980)
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~Sec. 10.25.250. Contents of articles of merger. (a) The |
articles of mergier shall recite that they are executed under this

chapter and shall state _ _
1) the name of each merging cooperative and the address of

its prlnciﬁal office; o _
(2) the name of the surviving cooperative and the address of

its principal office; _ _
a statement that each merging cooperative and the sur-

VIVIn% cooperative agree to the merger;
.. (4) the names and addresses of “the directors of the sur-
VIVIn% cooperative; .

(b) the terms and conditions of the merger and the manner of
carrying it into effect, including the manner in which members of
the ‘merging cooperatives may or shall become members of the sur-
VIVIn% cooperative. _ . ,

. (b) The articles of merger may contain provisions not incon-
sistent with this chapter which aré considered necessary or
advisable for the conduct of the business of the surviving
cooperative. , , _ ,

c) The president or vice president of each cooperative
shall make and annex to the articles an affidavit stating that
the provisions of this section regardm% the articles were
complied with by the cooperative.”™ (8 18(2) ch 93 SLA 1959)

_ Sec. 10.25.260. Consolidation. Two or more cqoperatives,
21 including electric and telephone cooperatives organized under
this ACt, hereinafter designated "consolidating Cooperative" may
consolidate into a new cooperative, hereinaftér designated the
"new cooperative,” b,compyln% with the fo_IIowLn? réquirements,
.The proposition for the consolidation into the new
cooperative and P_oposed articles of consolidation shall be sub-
15 mitted to [a meeling of] the members of each consolidating
15 cooperative. The noticé [of the meeting] shall have attached to
it a copy of the proposed articles of consolidation. _

(2) " If the proposed consolidation and the proposed articles
of consolidation, with any amendments, are approved by the affir-
mative vote of not less than two-thirds of those mempers of each
consolidating cooperative voting on them, articles of con-
solidation in the form approved” shall be executed and, _
acknowledged on behalf of each consolidating cooperative by its
president or vice president and its seal shall be affixed and

attested by its secretary. (8 17(1) (2) ch 93 SLA 1959)

Sec. 10,25.270. Contents of articles of consolidation.
(a) The articles of consolidation shall recite that they are exe-

cuted pursuant to this chapter and shall state _
the .name of each consolidating cooperative and the

address of its principal office;
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- (2) the name of the new cooperative and the address of its
principal office? L _
5) a statement that each consolidating cooperative agrees

to the consolidation; _
“the names and addresses of the directors of the new

cooperative; . o
5)  the terms and_conditions of the consolidation and the

manner of carrying it into effect/ including the manner in which

members of the” consolidating cooperatives may or shall become

members of the new cooperafive. = | _ o
, . The articles of consolidation may contain provisions not
inconsistent with this chapter which are Considered necessary or
advisaple _for the conduct of the business of the new cooperative.
(c) .The president or vice president of each consolidating
cooperative executing the articles of consolidation shall make
and annex to the articles an affidavit stating that the provi-
sions of this section regarding the articles were complied with

by the cooperative. (8 17(2) th 93 SLA 1959)
0

Sec. 10.25.280. Effect of consolidation or merger. (a) In
the case of a consolidation the existence of the consolidating
cooperatives ceases and the articles of consolidation are the
articles of incorporation of the new cooperative. In the case
of a merger the separate existence of the merging cooperatives
ceases and the articles of incorporation of the Surviving |
cooperative are amended to the extent that changes are provided

for "in the articles of merger. . _
The rights, priviléges, immunities and franchises, and

all real and ?ersonal property mcludmg, without limitation,
applications for membership, all debts due on whatever account
and all other choses in action, of the consolidating or merging
copperatives are transferred to and vested in the new con-
solidated _or surviving cooperative without further act or deed.
(c) . The new conSolidated or surviving cooperative, is
responsible and liable for the liabilities and obligations of
each of the consolidating or merging cooperatives and a claim
existing or action or proceeding pendln% by or against the con-
solidating. or merging cooperatives may be prosecuted as if the
consolidation or merger had not taken'place, but the new con-
solidated or surviving cooperative may be substituted in its

lace,

P (d) Neither the rights of creditors nor liens upon the prop-
erty of the cooperatives is _impaired by the consolidation or
merfger. (8§ 19 ch 93 SLA 1959)
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Sec. 10.25,290. Conversion of existing corporation. A cor-
Roratmn organized under the laws of the state and supplying or
aving the Corporate power to supply electric energy, or 'to fur-
nish telephone service, may be converted into a cooperative by
complym% with the following requirements and thereupon becomes
subject To this chapter as if originally organized under this

chapter.
_ pl The proposition for the conversion of the corPoranon
Into ‘a’ cooperative and proposed articles of conversion shall e
submitted fo a meeting of che members or stockholders of the cor-
poration, or in case of a corporation having no members or
stockholders, to a_meetm% of the incorporators of the cor- .
poration. The notice of the meeting shall have attached to it a

copy of the Proposed articles of conversion, _
2) If the proposition for the conversion of the corporation

into "a’ cooperative and the proposed articles. of conversion, with
any amendments, are approved by the affirmative vote of not less
than two-thirds of those members of the corporation voting on .
them or, if the corporation is a stock corporation, by the affir-
mative vote of the holders of not less than two-thirds of those
shares of the capital stock of the corporation represented at the
meeting and voting on them, or, in the case of a corporation .
having™ ng_members” and no shares of its capital stock outstanding,
by the affirmative vote of not less than two-thirds of its incoT-
porators, articles of conversion in the form approved shall be
executed and acknowledged on behalf of the corporation by its
president or vice president and its seal shall be affixed and
attested by its secretary. (§ 20(1) (2) ch 93 SLA 1959)

.Sec. 10.25.300. Contents of articles of conversion, (a) The
articles of conversion shall recite that they are executed under

I
this chapter and shall state _ , _

_ I(1) the name of the corporation and the address. of its prin-
cipal office prior to its conversion into .a cooperative; .

2) the statute or statutes under which it was organized;

3) .a statement that the corporation elects to become a.
Cﬁopteratlve, nonprofit, membership corporation subject to this
chapter; . _

ID4 IfS name as a cooperative; _ ,

5) the address of the principal office of the cooperative;
" 6) the names and addresses of the directors of the coopera-
ive :

['/) the manner in which members, stockholders or incor-
orators of the corporation are to become members of the coopera-
ive . .

(b)_ The articles of conversion may contain provisions not

inconsistent with this chapter considered necessary or advisable
for the conduct of the business of the cooperative:

13-



(c) . The president or vice president executing the articles
of conversion shall make and annex to it an affidavit stating
that the provisions -of this section were complied with regarding
the articles. The articles of conversion are the articles of
incorporation of the cooperative. (§ 20(2) ch 93 SLA 1959)

Article 3. Dissolution.

Sec. 10.25.310. Dissolution of cooperative which has not |
commenced business. A cooperative which has not commenced busi-
ness may be dissolved by delivering articles of dissolution to
the comimissioner. A majority of the incorporators shall execute
and acknowled?_e articles’ of dissolution on behalf of the coopera-
tive. The articles shall state

« (1) the name of the cooperative; _

2) the address of its principal office; _

3 that the cooperative has not commenced business;

(4 that sums received by the cooperative, less that part
disbursed for expenses of the cooperative, have been returned or
paid to thoseentitled to them; o _

5 that no debt of the cooperative is unpaid; _

6 that a magorlty of the mcorgforators elect to dissolve
the cooperative. (8 21{(1) ch 93 SLA 1959)

Sec, 10.25.320. Dissolution of cooperative which has com-
menced business. A cooperative which has commenced business may

be dissolved in the following manner. _
The proposition to dissolve shall be sybmitted to the

members of the cooperative at an annual or special meeting.

The notice shall set forth the proposition.
2) At the meeting, the me?nbe?_s shall approve, by the affir-

mative vote of not less than [a majority] two-thirds of all mem-
bers of the cooperative, the proposition to dissolve the

cooperative. . : .
Upon approval, a certificate of election to dissolve,

3
hereafter demﬁnated the "certificate," executed and acknowled%ed
on behalf of the cooperative by its president or vice presiden
under its seal, attested by its secretary, shall be submitted to
the commissioner for filing together with an affidavit by the
officer executing the cerfificate s_ta_tln? that the statements in
the certificate are true. The certificale shall state the name
of the cooperative, the address of its principal office, and that
the members of the cooperative have voted to dissolve the cooper-

ative. (5 21(2) ch 93 SLA 1959)

Sec. 10.25.330. Effect of certificate of dissolution,
(a) Upon the filing of the certificate and affidavit by the com-
missioner, the cooperative shall cease to carry on its “business
except to the extent necessary for the winding up of business.
However, its corporate existence continues until articles of
dissolution have been filed by the commissioner.

14 -



(b) A cooperative that does not file its articles of disso-
lution wrthrn two ¥ears after the date of filing the certificate
mentioned in his section, shall be involuntarily
dissolved b the commissioner.  (§ 21(2) ch 93 SLA 1959} am § 51

ch 170 SLA 1976)

Sec. 10.25.340, Notice to creditors, The board of directors
shall immediately have a notice of the dissolution proceedings
mailed to each known creditor of and claimant against the
cooperative and publish it once a week for two Successive weeks
in a newspaper of ?eneral circulation in the cjty or borough i
which rprrnerpa ffice of the cooperative is” located.

(§ 21(2) ch 93 SLA 1959)

Sec 10.25.350. Termination of cooperative affairs. The
board of directors shall wind up and settle. the ff airs of the
cooperative, coIIect sums owrn%| to it, liguidate its property and
assets, pay and discharge its debts, obIr ations and liabilifies,
other than those to patrons arising by reason of their patronage,
and_do all other things required to wind up its business. Aftér
paying or discharging or adequately. providing,. for the payment or
discharge of all Tts dthts, obIr ations and liabilities, "other
than those to patrons. arising y reason of their patronage, the
directors shall distribute remaining sums, first, to patrons for
the pro rata return of all amounts Standing to their credit b
reason of their patronage, and second, to members for the p
rata payment of membership fees. Sums then remaining shal
distributed among its members and former members in proportron
to their patronage, except to the extent participation in the
distribution has been legally waived, The board of directors
shall thereupon authorizé the execution of articles of dissolu-
tion. The president or vice president shall execute and
acknowledge articles of dissolution on behalf of the cooperative

and the secretary shall affix and attest to the seal. (§ 21(2)

oh- 93 SLA 1950)

Sec. 10,25.360. Contents of articles of dis qu tion.
(a) The articles of dissolution shall recite th they are exe-
cuted under this chapter and shall state

1) thename of the cooperative;

2) theaddressof its principal office;
~(3) thedate on which the certificate of election to
dissolve wasfiled by the commissioner;
t (4) that there "are no actions or suits against the cooper-
ative:

(SR that all debts, obligations and liabilities of the
cooperative have been paid and discharged or that adequate provi-

sion has been made for them:



(6)  that the provisions of 88 320 - 360 of this chapter have
been complied with. , _ _ _

(b) . The president or vice president executing the articles
of dissolution shall make and annex to the articles an affidavit
stating that the statements contained in the articles are true.

(§ 21 7(2) ch 93 SLA 1959)

Article 4. Miscellaneous Provisions.

Sec. 10.25.370. Piling of articles. Articles of incor-,
oration, amendment, consolidation, merger, conversion, or disso-
ution, when executed and. acknowledged and accompanied by the
affidavits reguwed_by this chapter, shall be presented to the
commissioner for filin'g. If the commissioner finds that the
articles presented conform to the requirements of this chapter,
he shall, upon the_pa¥ment of the fees provided in this_ chapter,
file the articles in the records of his office. Upon filing, the
incorporation, amendment, consolidation, _merger, conversion, or
dissolution provided for is in effect. This “section also applies
to certificates of election to dissolve and affidavits executed
under 88§ 320 - 360 of this chapter. (§ 22 ch 93 SLA 1959)

... Sec. 10.25.375._ Cancellation of certificates issued and
filings accepted. The commissioner may, within one year after a
filing, and after written notice to thé cooperative or individual
making a filing, cancel a certificate issued or filing accepted
under AS. 10.25.010 - 10.25.650, on any ground existing at the
time notice of cancellation 1s made for which the commissioner
could. have originally refused to issue the certificate or accept
the filing. The nofice of cancellation shall state the reason
for the proposed cancellation. A cooperative or individual may
request a hearing within 90 days after receipt of the notice.
The notice of cancellation becomes, final if the cooperative or
Individual does not request a hearm(]q within 90 days after
receipt of notice. Notice of -cancellation must be” sent by cer-
tified mail with return receipt requested. |f the return’receipt
IS not received by the department within a reasonable time and
the department has made diligent mqm% as to the current,
address of the corporation, "notice. may e made by publication

In a newsdpaper_ of general circulation”in the vicinity of the
reglstere office 0f the cooperative or the address ‘of the
individual who made the filing, and the cancellation becomes
fma)l 60 days after publication of the notice. (8§ 68 ch 123 SLA

1980

Sec, 10.25.380. Nonpraofit operation. A cooperative shall be
operated on a nonprofit basis for the mutua] benefit of its mem
bers and patrons. The bylaws of a cooperative or its contracts
with members and patrons”shall contain ‘such provisions relating
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18(a)

18(b)

17

18(c)

to the disposition of revenues and receipts as may be necessary
and appropriate to establish and maintain its nonprofit and
cooperative character. (8§ 23 ch 93 SLA 1959)

Sec. 10.25.390, Disposition of property to secure indebted-
ness. .The board of directors of a cooperative may, without
authorization Dby the members of the cooperative, authorize the
execution and delivery of mortgages or deeds of trust of, or the
Pledgmq_ or encumberm%_of, the property, assets, rights, privi-
egeS, Ticenses, franchises and permits” of the coopeérative,
whether acquired or to be acquired, and wherever situated, as
well as the revenues therefrom, upon the terms and conditions the
board of directars determines, to secure an indebtedness of_the
cooperative. (§ 24(1) ch 93 SLA 1959; am § 1 ch 118 SLA 1970)

Sec, 10.25.400. Limitations on disposition of all the prop-
erty. (a) A cooperative may not otherwise sell, lease or
dispose of [all or a substaritial portion of its ?roperty] more
than fifteen percent (15%) of the cooperative Is total assets,
less depreciation, as reflected on the cooperative's books at the
time of the trans-action unless the transaction is authorized b
the affirmative vote of not less than [a majority] .two-thirds o
all the members of the cooperative. However, notwithstanding a
Provmon of AS 10.25.010 - 10.25.650 or any other provision™ of
aw, the board of directors may, upon the authorization of a
majority of those members of the cooperative [present at a ,
meeéting” of the members,] voting thereupon in an election in which
at leaSt ten percent (10%) of the eligible mempers return ,
ballots, sell, lease or otherwise dispose of all or a substantial
portion of its property to another cooperative [or to the holder
of its property to another cooperative or to the holder of an
evidence of indeptedness issued to the United States of America
or an agency or instrumentality of it] or to the state of Alaska.
(8§ 24(2) ch 93 SLA 1959; am § 2ch 118 SLA'I970) .

b)  Before a vote on authorization of disposition or sale of
more "than fifteen percent (15%) of the cooperativels property,
the board of directors shall; _ _

have the proPerty appraised by three apprajsers
chosen by the board and not associated with the cooperative or a
proposed “buyer of cooperative property, providedthat the pro-
?osed buyer” shall have advanced the cost of such appraisals to
he cooperative; _
, notify all cooperative members, at least 90 days
in advance, of a vaote on disposition of cooperative property,
The notice must contain detailed proposals for disposition of

such.property; ,
at least 90 days before the vote, notify all

other coopératives situated and QPeratlng in the staté that the
property is available for disposition and include with the notice
one copy of each appraisal of the cooperative property; and
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at least 30 days before the vote, mail to all

(4) | |
members any alternative proposal made by another cooperative or
any alternative proposal made bv cooperative members if it: has
beén submitted to the board and signed by 5£ or more members
together with any recommendation that thé board has made, and
pidce all such proposals on the ballot.
C This section does not apply to the transfer of coopera-

tive property pursuant to AS 10.25.240 - .300.

Sec. 10.25.410. Nonliabilitz of members for debts of
cooperative.  No member is liable or responsible for any debts of
the cooperative and the property of th%SBn)embers IS notsubject to

execution therefor. (8§ 25 ch 93SLA 1

» Sec. 10.25.420. Effect of recordation of mort?aé;es. A
mortgage, deed of trust, or other instrument execuled by a .
cooperative, which affects real and personal property and which
is recorded in the real property records in the city, borough or
other recordln% districts in which the property is Jlocated Or is
to be located has the same effect as if recorded, filed or
indexed as provided by law in the proper office In the city,
borough or other recording district as a mortgage of personal
property. All after-acquired property of the cooperative
describéd or referred to as being mortgaged or pledgedin a
mortgage, deed of trust or othérinstrument is subjectto the
lien “thereof .immediately upon the acquisition of such property by
the cooperative, whether or not the property was in existence’ at
the time of the execution of the mortgage, deed of trust or other
instrument. Recordation of such mortgage, deed of trust or other
instrument constitutes notice and has the same effect with
respect to after-acquired property as it has under the laws
relating to recordation of property owned by the cooperative at
the time of the execution of the mortgage, deed of trust or other
instrument and described in it or reférred to as being mortgaged
or pledged thereby. The lien of such mortgage, deed Of truSt or
other instrument Upon_ personal property affer its recordation
continues for the period of time specified in the instrument.
without refiling or the filing of a renewal certificate, affida-
vit or other supplemental information required by the laws
relating to the renewal, maintenance or extension of liens upon
personal property. (§ 26 ch 93 SLA 1959)

. Sec. 10.25.430, Va|ldlt|>/ of mort%a%e under Rural Electri-
fication Act of 1936. A mo t_?a e made Dy a cooperative organized
under this chapter to the United States of America, or.any agency
or |nstrumental|t_¥_ of it, to secure indebtedness incurred” unger
the Rural Electritication Act of 1936, as amended, is not void as
against creditors of the mortgagor and subsequent purchasers and
efcumbrancers of the property”in good faith for value because

the mortgage is not accompanied by an affidavit of the parties to
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it, or an affidavit of the agent or attorney in fact of a party
to it, that the mort_?age is made in good faith to secure the
amount named, and without a design to hinder, delay or defraud |
creditors. A mort_?a e made by a cooperative organized under this
chapter to the United States 0of America, or any agency or instru-
mentality of it to secure indebtedness incurred under”the Rural
Electrification Act of 1936, as amended, need not set forth the
date upon which the indebtedness secured by it becomes due.

(§ 26 ch 93 SLA 1959)

Sec. 10.25.440. Construction standards. . Construction. of
electric lines and facilities, or telephone lines and facilities,
by a cooperative shall, as_a minimum re uwement,_comtply with the
standards of the National Electrical Safety Code in efféct at the
time of construction. (8§ 27 ch 93 SLA 1959)

Sec. 10.25.450. Directors, officers or members as notaries.
No. person authorized to take acknowledgments under the laws of
this state is disqualified from taking™ acknowledgments of instru-

ments to which a cooperative is a party because he is an officer,
director or member of the cooperative.” (§ 28 ch 93 SLA 1959) "

Sec. 10.25.460. Registered office and registered agent.
Each cooperative shall have and continuously maintain in the

state
(1) a registered office which may be, but need not be, the

same as the location of the principal office; _ ,
a registered agent \F/)vho |span Individual resident in the

state and whoSe business office is identical with the registered
office. (8§ 29 ch 93 SLA 1959)

Sec. 10.25.470, Change of registered office qr registered
agent. A cooperative may change its registered office “or change
its registered agent, or both, upon filing in the office of the
commissioner a sfatement setting forth

1) the name of the cooperative; _
2) 'the address of its registered office; .
3) If the address of its “registered office is changed, the
address of the new registered office;
4) the name of the registered agent; ,
(5) If its registered agent is changed, the name of its new
registered agent; , _ _
(6) that the address of its registered office and the
address of the business office and its registered agent, as

changed, will be identical; , ,
7)  that such change was authorised ngresqunon adopted by

its board of directors.” (8§ 30 ch 93 SLA 1959)
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Sec. 10.25.480. Execution and filing of statement. The
statement of change of office or agent shall be executed by the
cooperative by its president or vice president/ verified b
and directed to the commissioner. [f the commissioner finds that
the statement conforms to this chapter, he shall file it in his
office. Upon the filing, the change of address of the registered
office, and the appointment of the“registered agent, or both, as
the case may be, Is effective. (§ 30 ch 93 SLA 1959)

Sec. 10,25.490. Resignation of regrstered a?ent
registered agent of a cooperative may resign 1 rng a written
notice of reSignation, executed in duplicate, wrth the com-
missioner. The commissioner shall rmmedrately marl a coPy of it
to the cooperative at its registered office. pointm ent of
the agent terminates 30 days after receipt of the notrce by th
commissioner. (8§ 30 ch 93" SLA 1959)

Sec. 10.25.500, Service of process on cooperative. (a) The
registered agent of a cooperative is an agent of the cooperatjve
updn whom process, notice or demand required or permitted by law
to be served upon the cooperative may be served.

When a cooperative fails to appoint or marntarn a
grstered agent in the state, or when its registered agent can-
with reasonable diligence be foun at the registere offrce
then the commissioner is an agent of the cooper Ive upon whom
process, notice or demand may be served. 31 ch 93 SLA 1959)

Sec. jl0.25.510. Manner of service on commissioner.
(a) Servrce on, the commissioner is made by delivering to and
leaving with him, or with a clerk havrnlg charge of the cor-
poration department of his office, cate copres of the
rocess, notice or demand. The commrssroner shall immediately
ave cne_copy forwarded by registered mail, addressed to the
cooperative at its rearstered office. Service on the com-
missioner is returnable in not less than 30 days.

(b The commissioner shall keep a record of each pr
notice and demand served upon him under this, section, and sh
record the time of service and his action with reference to it.

(§ 31 ch 03 SLA 1959)

Sec..10,25.520. Other means of service not affected.
Nothrngz in 88 500 and 510 of this chapter limits or affects the
N
00

0CEeSS,
all

right 1o serve process, notice or demand required or permitted by
law to be served on a ¢ 1peratrve In any other manner permitted

by law. (§ 31 ch 93 SUA 1959



Sec. 10.25.530. Fees. {a) The commissioner shall establish
by re?ulatlon subject to AS 10.05.773, charge and collect filing

fées for _ _ _
articles ofincorporation,
articles of amendment?.
articles ofconsolidation or merger,;
articles of conversion; _
certificate of election todissolve?
i, articles ofdissolution; o ,
_ Cfiling certificate of change of principal office and
designation or change of registered office and registered agent;
an

8 actinT?1 as agent for service of process, _

(b e department m b5y regulation charge each cooperative
subject to AS 10.25,010 - 10.25.650 a fixed fee in place of the
various fees specified in AS 10.25.010 - 10.25.650, with the.
exception (a)(l) of this section, and for the routine administra-

fili
fIli
fil
fili
il
fil
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tive services rendered to the corporation by the department. An
increase in the fixed fee char%ed under this subsection is sub-
{ect to AS 10.05.773. L§ 32 ch 93 SLA 1959; am § 52 ch 170 SLA
976; am § 69 ch 123 SLA 1980)

Sec. 10.25.540. Taxation of cooperatives. (a) Cooperatives
under AS 10.25.010 - 10.25.650 shall ‘apply for a business license
and pay the initial license fee as provided b% the Alaska
BusineSs License Act (AS 43.70.020 - 43.70.120), as amended.

Before March 1 of each year,
each telephone cooperative shall pay to the state,

instead of state and local ad valorem, incomé and excise taxes
which may be assessed or levied, a percentage of its gross reve-

nue earnéd dur|n% the preceding calendar year,;
each electric cooperdtive shall pay to the state,

instead of state and local ad valorem, income and excise taxes

which may be assessed or levied, a tax on the number of kilowatt
hours of“electricity sold at retail by the cooperative during the
receding calendar ‘year. 6§ 33 ch 93" SLA 1959; am § 1 ch 66" SLA

9960; am § 1 ch 74 SLA 1980)

Sec. 10.25.550. Amount of telephone cooperative gross reve-
nue tax. The telephone cooperative gross revenue tax shall be

computed as follows: , _
_(ul) one percent of gross revenue for cooperatives which have

furnished telephone service to consumers for less than five years

as of December 31 of the Preceding calendar year; | _
two percent of gross revénue for cooperatives which have

furnished telephone service to consumers for five years orhloggger

as of December 31 of the Rrecedmg calendar _year, 5% 3 cC
SLA 1959? am § 1 ch 66 SLA 1960; am § 2 ch 74 SLA 1980)
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Sec. 10.25.555. Amount of electric cooperative tax. (a) The
electric cooperative tax shall be computed as follows: | _
1) one-fourth mill per kilowatt hour for cooperatives which
have furnished electric energy and power to consumers for less
than five years as of December 31 of the preceding calendar year;
one-half mill per kilowatt hour for cooperatives which
have furnished electric energy and power to consumers for five
years or Ionge_r as of December 31 of the preceding calendar year.
his section, "mill" means one-tenth 0f one cent:

(b?] In
(§ 3'ch 74 SLA 1980
Sec. 10.25.560. Manner of computingn telephone cooperative
Ilp one cooperative mcIéJBdes

ross revenue. Gross revenue of a tele
Il revenues earned from local and toll services. (8 33 ch
LA 1959; am § 4 ch 74 SLA 1980)

Sec, 10.25.570. Refund to local governments. The proceeds
of the telephone cooperative gross revenue tax and the electric
cooperative tax, less the amount expended by the state in their
collection, shall be refunded to an or(]qanlze_d borough or a cit
of any class incorporated under state Taw, in the proportion that
the révenue was earned within the city or the borough area out-
side the city. However, taxes collected on gross révenue earned

g
d
S

b){ a telephone cooperative or on_ the sale of_electr|0|t3t/] by an
electric cooperative outside a city or organized borough shall be
retained by the state and deposited into its general fund. 33

ch 93 SLA 1959; am § 1 ch 241 SLA 1970; am 8 5 ch 74 SLA 198

Sec. 10.25.580.. Inventory and fixtures subject to taxation.
The inventory and fixtures of a business operated by a coopera-
tive .incidental to the furnlshln,% of central station electric
service, including, without limitation, appliance stores or
departments, is not exempt from ad valorem taxes. The inventory
and accounts of these businesses shall be separately majntained
and taxes shall be paid upon them as provided by law. (§ 33

ch 93 SLA 1959)

. Sec. 10.25.590. Connection and interconnection of facili-
ties. _A telephone cooperative organized or doing business
under this chapter, hereafter designated as applicant, may .
require a person furnishing telephone service to the public in
the state, hereafter designated as company, to interconnect its
lines, facilities .or systéms with, or othérwise make available
the lines, facilities or systems to, the applicant's telephone
lines, facilities or systems, in order to provide a continuous
line of communication for the applicant's subscribers. [If the
company and the applicant are unable to agree upon the terms and
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conditions of interconnection, including compensation, te
superior court shall, upon petition of the parties, or either ofF
them, establish the terms ad conditions. The terms axd corr
ditions shall be reasonable ad nondiscriminatory. (8 34 ch 93

SLA 1959)

Sec. 10.25.600. Correction of defectively organized coopera-
tives. IT a cooperative has Ffiled defective articles of incor-
poration, or has failed 1t do all things necessary t perfect its
corporate organization, it may Ffile corrected articles of incor-
poration, or arerd the original articles, and do ard perform all
acts ad things necessary for the correction of te defects. The
action so taken is valid ad binding upon all persons concermned.
The capacity of the cooperative to Ffile corrected articles of
iNncorporation or anendnents t te original articles, or O do
ad perform all acts and things necessary, nmay rot be qquestioned.
<§ 37 ch 93 SLA 1959)

Article 5. Gerneral Provisions.

Sec. 10.25.610. Purpose. Cooperative, nonprofit, membership
corporations may be organized uder this chapter for the purpose
of supplying electric erergy or telephone service ad promoting
ad extending te use of these services. (8 2 ch 93 SLA 1959)

Sec. 10.25.620. Chapter extended 1o existing cooperatives.

Sec. 10.25.630. Construction of chapter. This chapter is
conmplete Iin itself ad is controlling. The provisions of any
other law of the state relating to the organization of a cor-
poration, except as provided in this chapter, do rnot apply to a
cooperative organized uxder this chapter. The enureration of an
object, purpose, power, manner, nethod or thing does not exclude
like or similar objects, purposes, powers, manners, nethods or
things. (8§ 35 ch 93 SLA 1959)

Sec. 10.25.640. Definitions. As used IN AS 10.25.010 -

10.25.650

(1) "commissioner” means the commissioner of comerce ad
economic development;

(2) "cooperative" nmeans a corporation organized uxxer

AS 10.25.010 - 10.25.650 or which becomes subject to AS 10.25.010
- 10.25.650 in the manrer provided in AS 10.25.010 - 10.25.650;
(3) "person” means a mnatural person, firm, association, cor-
poration, business trust, partnership, federal agency, state or
political subdivision, or an agency of the state or political

subdivision, or a body politic;
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(4) "telephone service" nmeans communication service whereby
voice communication through the use of electricity is te prin-
cipal intended use, ard includes all telephone lines, Tacilities
or systens used Iin the rendition of this service.

(5) "related telecommunications service" means telecom
munNnications service where there is the transmission ad reception
of messages, iIimpressions, pictures, ad signals by neans of
electricity, electromagnetic waves, ard arty other kind of ernergy,
force variations, or impulses, whether conwneyed by cable, wire,
radiated through space, or transmitted through other media within
a specified area or between designated points. (8§ 3ch 93 SLA
1959; am § 10 ch 64 SLA1959; an§ 2 ch 1 SLA 1961; an§ 72
ch 218 SLA 1976; anm § 5ch 136 SLA 1982)

‘Sec. 10.25.650. Short title. This chapter may be cited as
the Electric and Telephone Cooperative Act. (8 1 ch 93 SLA 1959)



ALASKA RURAL ELECTRIC COOPERATIVE
ASSOCIATION, INC,

237 E. FTREWEED LANE « SUITE 301
ANCHORAGE, ALASKA 99503 « (907)276-3235

February 25, 1988

Hr. Jeff Bohaan, Executive Director
Alaska Public Interest Research Group
P.0. Box 10-1093

Anchorage, AK 99510

Dear Jeff:

This is in response to your coaaents on HB 394 dated February
22, 1988.

First, we have never said that the purpose of this legislation
is to deal with *aergers, dissolutions, consolidations, etc.l You
aay > ve received that iapression froa a newspaper story. That vas
the focus of the news report, apparently because the reporter sav
this as the one provision with the aost potential for controversy.
What we have said is the purpose of this bill is to aaend the
electric and telephone cooperative act "to clear up aabiguities, to
perait cooperatives to operate efficiently, and to assure proper
control of the cooperatives by the aeabers. m

We have no hidden agenda. |If you could suggest an aaendaent
which would narrow the scope of the title to prevent the" addition
of iteas to this bill which are not geraane to AS 10.25, we would
be delighted to endorse that aaendaent.

Sectign_i._  The law is presently silent on whether cooperative
utilities can sake contributions for public purposes as wruld be
authorized by this section. All cooperatives are frequently asked
to sake such contributions. Host cooperative boards have decided
to sake contributions. Soae coop boards, on the advise of counsel,
have decided that they do not have the authority to do so. Our
principal purpose in proposing this kind of aaendaent is siaply to
get the lav stated clearly as to what a cooperative can or cannot
do in regard to contributions. The proposed standard is lifted
verbatia froa the law governing all other types of cooperatives in
this state (AS 10.25.010 (12)).

Sectign_10i The proposed deletion of language in this section 1is

purely for the purpose of eliainating surplus language which causes
confusion. Host electric cooperatives - all of the larger ones -

DEMOCRACY IN ACTION



now provide for voting by sail for election of directors. The old
language in Section 10 being deleted iapliea that the election has

to take place at a aeeting.

If a cooperative does not have sail balloting and a quorua is
not present at an annual seating, the procedure is to adjourn the
meeting to a later date rather than calling a special meeting.
This procedure is provided for in AS 10.25.110 and is not proposed

for aaendaent.

The amendment in Section 10 does not eliminate the right to
recall directors. To sake that right completely clear, the House
Labor and Commerce subcommittee amended Section 8 (page 6, line 8)
to provide that coop bylaws {hall provide for the right of recall.
We support that aaendaent.

Sectign_13., The subcommittee amended this section to resove the
language on page 9, line 1 at our request. With that change, every
item specifically listed as a subject which a cooperative board say
discuss in executive session was believed to be included in the
general provisions of AS 10.25.175 (c) when that section was
enacted in 1980. Recent court decisions on similar provisions in
AS 44.62.310 have cast doubt on that belief, so we ask that these
items be listed specifically. When you look at this list of
specific subjects, surely you cannot have any sericus belief that
they are not appropriate subjects for discussion in executive
session. Any action taken on these subjects would still have to
done in open session.

Electric and telephone cooperatives ore corporations, not
government entities, so it is necessary to deal with open meetings
for cooperatives in AS 10.25 rather than applying .AS 44.62.310
which covers public bodies. It would not be appropriate to apply
that section to cooperatives by reference as you suggest because in
a cooperative it is the "membership* not the “public* which should
have a right to attend and be informed.

Sectign_14;. You understand this section the same way we do. A
court could void an action if it determined that to be the
appropriate remedy, it is just that voidance would not be
automatic.

8&s£LIP A8i. *e understand this section to be narrow in its scope.

Only those subjects which are appropriate for discussion in
executive session can be withhled from inspection by a member.

If you have any further questions or comments regarding this
legislation, ve would be pleased to discuss them with you.

David Hutchens



NAKNEK ELECTRIC ASSOCIATION,

POST OFFICE BOX 118 . NAKNEK, ALASKA 99633 + PHONE (907) 246-4261
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February 26, 1988

John Sund, Representative
Alaska State Legislature
PO Box V (MS 3100)

Juneau, AK 99811

Dear Representative Sund:

As Representatives for Naknek Electric Association, Inc.
(N.E.A.), we are jointly sending this correspondence to ask for
your support concerning HB 394, which will be before you for

consideration.

The proposed bill will modify the existing language of The
Electric and Telephone Cooperative Act (AS 10.25) in an effort to
meet the changes that have occurred in the utility industry since
the Act was adopted in 1959.

Although we support all of the proposed amendments, two items of
particular concern have prompted this writing.

0Of foremost concern to N.E.A. and the other Cooperatives 1in
Alaska are the proposed changes to Article 3 of the”Statute.

most significant change here would be thg*dTncrease™ "" in the”oTe
required to sell a Cooperative from a simple majority tg"a two-
thirds majority. We  feel, that since"--— the vgttg to sell or
dissolve a Cooperative is the most important decision that the
members can make, that this decision should be based on an
overwhelming majority of the member/owners.

As you may be aware, N.E.A. along with many of the other
Certificated Electric Utilities in Alaska, have been contacted
for potential buy-out offers, (See attached copy of letter dated
October 12, 1987 from ERA Realty). This prompts us to pursue the
above referenced amendment. Those of us directly involved with
the Cooperative Systems believe that local ownership and
leadership is “txzxi\the best way to operate a utility company.

N.E.A. is ""also vqgry interested in the proposed amendment to
Section 10.25.020"/Powers of an Electric Cooperative.

\
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Page Two

The section relating to authorizing waste heat distribution
systems as a Cooperative function is most important to N.E.A. In
the past, the legislature has encouraged the wuse of waste
heating, but unfortunately the Cooperatives have had no clear
authority to engage in that business. This modification would
allow the Cooperatives this opportunity. N.E.A. has 1in place, an
operating waste heating system that provides heating service to
83,837 square feet of residential and commercial buildings. We
believe that this service provides a benefit to our consumers at
a substantial savings of money and natural resources. For these
reasons, we believe the Cooperatives should statutorily be
permitted to engage 1in this business.

We thank you for your time, and any consideration that may be
given to this important Legislation will be appreciated by our
consumers.

Sincerely,

N-/(xA hi fxfcu.
Dale Peters, Directgr

Edwin Anderson, Vice-President

Daniel E. Bloomer,
General Manager

cc: David Hutchens, ARECA
Roger Kemppel, N_E.A. Attorney
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Electricity co-ops want hostile-takeover protection

Th« AayodiVod Press legislature would Increase the "If you have 2,1100 mem bers cere shout them In the Lower

JUNEAU — The non-profit vote needed to sell or disband and 1,251 vote t« sell and 48, he said, and as A laska
utility cooperative! that pro- a utility from half the mem - 1,249 vote not to, la that clear eo-ops Improve their financial
vide rpany A laskans with bers to two-thirds. enough to go and sell? We looting they might become
electric pgw jr are seeking "W e as a co-op organization think the margin should be attractive to utilities looking
safeguards against hostile m are not trying to keep a co-op substantially greater,” John- to expand, growing compa-
takeovers by profitable com - from selling If It's the opinion son said Thursday nies iq other states have, In
panies. of the vast majority of the There's no Immediate essence, bought out some co-

A bill supported by the membership that they should threat of utility takeovers In ops by offering members
Alaska Rural Electric Cooper- sell,” says Ken Johnson, In- Alaska, Johnson said money for giving up tbelr
ative A ssociation and Intro- form ation director for the as- shares of a co-op's equity, he
duced In both houses of the sociation But there Is Increasing con-  said.

JUNEAU EMPIRE
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Non-profit utility co-0ps takeovers
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Other than the proposed voting
change, mostofthe measure's provi-
sions would simply clarify coops’

h

SUE CROSS should sell,” says Ken Johnson. In- (09(— mSBnd
formation director for the associa- m‘ | % 8%]]
sSoe oanare. L
O

r. current brattices by putting them In
Since then the loons have been re- statute,Johnson said
financed at lower Interest, they’re U tilities want it stated in law that
being paid off and Alaska utilities they can donate money to charities
are building value, he said (Teducalional groups - as some do
The association represents all but now - and that members can vote
two of Alaska's 17 electric coopera- by mall as wellas voting in person at
tives, the Barrow and Middle coop meetj

KuikokwIm co-ops. About 70 percent W‘t

of Alaska electric consumers are
mETf’bemo“ EIE%SG%%@ w
s 0






