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Original sponsor: L abor and Commerce
Committee

IN THE HOUSE BY THE J U D I C I A R Y  COMMITTEE

CS FOR HOUSE BILL NO. 394 (Judiciary)

IN THE L E GISLATURE  OF THE STATE OF A LASK A  

F I F T EENTH  L E G I S L A T U R E  - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to e lectric and telephone c o o p e r a­

tives; and providing for an effective date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Secti on 1. AS 10.05.376(c) is amende d to read:

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

this chapter govern the p rocedures for and effect of the merger.

* Sec. 2. AS 10.25.010 is amended to read:

Sec. 10.25.010. POWERS OF E L E C T R I C  O R  TE LEPHONE COOPERATIVE. 

Except as p r o vided in (b) of this section, an [AN] electric or tele­

phone cooperative m a y

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

(2 ) have perp etual 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 e n c u m b e r  lands, buildings, struc­

tures, electric or telephone lines or systems, dams, plants and e q u i p­

ment, a n d  any other real or personal property, tangible or intangible, 

w h i c h  is necessary, c o n v e n i e n t ^  or a p pr opriate to accomplish the 

p u r p o s e  for w h i c h  the cooperative is organized;

(5) buy, lease, or othe rwise acquire, and use, and exercise 

and sell, assign, convey, mortgage, p l e d g e  or otherwise dispose of or 

e n c u m b e r  franchises, rights, privileges, l i c e n s e s ^  a n d  easements;

(6 ) b o r r o w  m o n e y  and o t h e r w i s e  contract indebtedness, and
■'•■Of-
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issue evidences of indebtedness, and secure the p a yment of the indebt­

edness b y  mortgage, pledge, or deed of trust of, or any other e ncu m­

bra n c e  u p o n  its real or personal property, assets, franchises, or 

r e v e n u e s ;

(7) construct, maintain, and operate electric transmission 

and d i s t r i b u t i o n  lines, or telephone lines along, upon, under and 

across p u b l i c l y  owned lands and public thoroughfares, including, 

wi t h o u t  limitation, all roads, highways, streets, alleys, b r i dges^  and 

c a u s e w a y s ;

(8 ) exercise the power of eminent domain;

(9) become a member of other c o operativ es or corporations 

or own stock in them;

(1 0 ) conduct its business and exercise its powers inside or 

outside the state;

(1 1 ) adopt, a m e n d e  and repeal bylaws;

(1 2 ) m a k e  all contracts necessary, c o n v e n i e n t ^  or appropri­

ate for the full exercise of its powers;

(13) m a k e  donations for the public w e l f a r e  or for charita­

ble, scientific, or educational purposes;

(14) do and p e r f o r m  any other act and thing, and have and 

exercise any other power w h i c h  may be necessary, c o n v e n i e n t ^  or appro­

priate to accomplish the purpose for w h i c h  the cooperative is o r­

ganized.

* Sec. 3. AS 10.25.010 is amended by adding a n e w  subsecti on to read:

(b) An electric or telephone cooperative m a y  not use cooperative j

|
funds to p r om ote or oppose the candidacy of a candidate for director , 

of the cooperative.

* Sec. 4. A S  10.25.020 is amended to read:

Sec. 10.25.020. POWERS OF ELECTRIC COOPERATIVE. A n  electric 
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( 1 ) generate, manufacture, purchase, acquire, accumulate^ 

and transmit electric energy, and distribute, sell, s u p p l y ^  and d i s­

pose of electric energy to its members, to g o v e r n m e n t a l  agencies and 

political subdivisions, and to other persons not e x c e e d i n g  1 0  percent 

of the number of its members; however, a c o o p e r a t i v e  that [WHICH.] 

acquires existing electric facilities m a y  continue service to persons, 

not in excess of 40 percent of the number of its members, who are 

already receiving service from these facilities w i t h o u t  requiring them 

to become members, and these persons m a y  become m e m b e r s  u p o n  the terms 

as m a y  be p rescribed in the bylaws;

(2 ) assist persons to whom electric e n e r g y  is or w i l l  be 

supplied by the cooperative in wiring their p r e m i s e s  and in acquiring 

and installing electrical and plumbing appliances, equipment, fixtures 

and apparatus by financing them, and in connection w i t h  these services 

wire or have w i r e d  the premises, and buy, acquire, lease, sell, d i s­

tribute, install^ and repair electric and p l u m b i n g  appliances, e q u i p­

ment, fixtures^ and apparatus;

(3 ) assist persons to w h o m  electric e n e r g y  is or wil l be 

supplied by the cooperative in constructing, equipping, mainta i n i n g ^  

and operating electric cold storage or processing plants b y  financing 

them or otherwisej_

(4) operate a waste heat distribution system;

(5) operate a heating d istribution s y s t e m  that was in 

existence on the effective date of this A c t .

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

Sec. 10.25.070. BYLAWS. The b oard of directors shall adopt the 

first bylaws of a cooperative to be adop ted f o l l o w i n g  an incorpo­

ration, conversion, m e r g e r ^  or consolidation. T h e r e a f t e r  the district

-3- CSHB 3 9 4 (Jud)
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delegates in cooperatives having three or m o r e  distri cts that are not 

connected b y  a road  s y s tem to another district of the cooperativ e may 

adopt, amend, or repeal the bylaws by the a f f i r m a t i v e  vote of a m a j o r­

ity of the district  delegates voting on the adoption, amendment, or 

repeal at a m e e t i n g  of the district delegates. In all other c o ope ra­

tives the m e m b e r s  shall adopt, amend, or r e p e a l  the bylaws b y  the 

affirmative v o t e  of a m a j o r i t y  of the m e mbers v o t i n g  on the question 

[ADOPTION, AMENDMENT, O R  REPEAL E ITHER A T  A  M E E T I N G  OF THE MEMBERS OR 

BY M A I L  B A L L O T  W I T H O U T  A  M E E T I N G ] . The bylaws shall set out the 

rights and duties of members, district delegates, and directors and 

may contain other provisi ons for the r e g u l a t i o n  and m a n a g e m e n t  of the 

affairs of the cooperative consistent w i t h  this chapter or w i t h  the 

articles of i n c o r p o r a t i o n  of the cooperative.

* Sec. 6 . AS 10.25.080 is amended to read:

Sec. 10.25.080. MEMBERS. (a) Each i n c o r p o r a t o r  of a coopera­

tive shall be a m e m b e r  of the cooperative or of a n o t h e r  cooperative 

that is a m e m b e r  of it. A  person m a y  net b e c o m e  a m e m b e r  unless that 

person agrees to u s e  electric energy, or t e l e ph one service, or other 

services f u r n i s h e d  by the cooperative w h e n  they are m a d e  available 

through its facilities.

(b) M e m b e r s h i p  in a cooperative is not t r a n s f e r r a b l e , except as 

provided in the b y l a w s . The bylaws may

( 1 ) p r e s c r i b e  additional qualifications  and limitations on 

m e m b e r s h i p ^

(2 ) r e q u i r e  member s h i p  as a c o n d ition of o b t a i ning service 

from the cooperative;

(3) p r o v i d e  for termination or s u s p e n s i o n  o f  membership; 

however, a m e m b e r s h i p  m a y  not be terminated  u nless proced u r e s  for 

termination a re c o n t a i n e d  in the b y l a w s .

CSHB 394 (Jud) -4-



* Sec. 7. AS 10.25.100 is amended to read:

Sec. 10.25.100. N O T I C E  OF MEETINGS. E xcept as o t h e r w i s e  p r o­

vided in this chapter, w r i t t e n  n o t i c e  stating the time and place of 

each m e e t i n g  of the m e m b e r s  or district delegates [AND, IN THE CASE OF 

A  SPECIAL MEETING, THE PURPOSE O R  PURPOSES FOR W H I C H  THE M E E T I N G  IS 

CALLED,] shall be given to each m e m b e r  or district delegate, either 

person ally or by mail, not less than J_5 [20] days or [NOR] m o r e  than 

60 [40] days before the date of the meeting. N o t i c e  of a special

me e t i n g  of the members, together w i t h  notice of the p u r pose for which 

the meeting  is called, shall be g i v e n  to each m e m b e r  or district 

delegate, either p e r s o n a l l y  or by mail, not less t h a n  90 days or more 

than 120 days before the date of the meeting. If mailed, n o t i c e  is 

considered given w h e n  it is deposited in the U n i t e d  States m a i l  with 

postage prepaid a d d r e s s e d  to the m e m b e r  or distr i c t  delegate at the 

address of the m e m b e r  or delegate as it appears on the records of the 

c o o p e r a t i v e .

* Sec. 8 . AS 10.25.120 is amend ed to read:

Sec. 10.25.120. VOTING. Each m e m b e r  is e n t itled to one v o t e  on 

each m atte r submitted to a vote of the m e m b e r s h i p  [(1) A T  A  M E E T I N G  OF 

THE MEMBERS OR (2) BY M A I L  BALLOT PER MITTED BY A S  10.25.070]. Each 

me m b e r  of a district is entitled to one vote on e a c h  m a t t e r  submitted 

to a vote at a district meeting. A  m e m b e r  m a y  not vote by proxy but 

m a y  vote [VOTING A T  A  M E E T I N G  SHALL BE IN PERSON, BUT], if the bylaws

so provide, [MAY A L S O  BE] b y  mail.

* Sec. 9. AS 10.25 is amended by adding a n e w  section to read:

Sec. 10.25.125. R E C O R D  DATE. To determine the members entitled 

to n o tice of a m e e t i n g  of the member s or to v o t e  o n  a m atter that is 

to be submitted to a v o t e  of the members, or for any other proper 

purpose, the board of directors m a y  fix a date that occurs no more
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than 30 days before the date of notice or distribution of m a i l  ballots 

as the record date for the determination. If a r ecord date is not 

fixed for the d e t e r m i n a t i o n  of member s entitled to n o tice of a meeting 

or to vote on a matter, the date on w h i c h  notice of the m e e t i n g  or of 

m a i l  voting is first m a i l e d  is the r ecord date. W h e n  a determination 

of members entitled to vote  at a m e e t i n g  is made, the determination  

applies until the m e e t i n g  is adjour ned sine die.

* Sec. 10. AS 10.25.140 is amended to read:

Sec. 10.25.140. BOARD OF DIRECTORS. The business of a co­

operative shall be m a n a g e d  b y  a board of not less than five directors, 

each of w h o m  shall be a m e m b e r  of the cooperative or of another c o­

operati ve which is a m e m b e r  of it. The bylaws shall prescribe the 

n u m b e r  of directors, their qualifications other than those prescribed  

in this chapter, and the m a n n e r  of holding meetin gs of the b oard of

directors and of electing successors to directors w h o  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 m a y  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 m e e t i n g  of the board of directors or other meeting 

w h i l e  officially r e p r e s e n t i n g  the cooperative and for each day of

n e c e s s a r y  travel to and from a m e e t i n g  of the b o a r d  of directors or

other meeting w h i l e  officia lly repre senting the cooperative [EACH 

M E E T I N G  OF THE BOARD OF DIRECTORS] and m a y  provide for insurance and 

reimbursemen t of a c tual expenses incurred w hile p e r f o r m i n g  duties as a 

directo r [OF ATTENDANCE].

* Sec. 11. AS 10.25 is amended b y  adding a n e w  section  to read:

CSHB 394 (Jud) - 6 -



Sec. 10.25.145. LIABILITY, INDEMNIFICATION, AND INSURANCE. (a)

A  p r o t e c t e d  person is not i n d ividually  liable for conduct perfor med

w i t h i n  the scope of the p e r son's duties for the cooperative. However, ,

i
the p r o t e c t e d  person m a y  be h e l d  individually liable for c o nd uct if it 

was not reasonable for the p e r s o n  to believe  that the conduct w a s  in, 

or not contrary to, the b e s t  interests of the cooperative.

(b) Unless prohibited by the articles of i n c o r p o r a t i o n  or b y­

laws, the cooperative shall indemnify a protected p erson w h o  is or may 

b e  m a d e  a party to a con tested m a t ter against expenses a c t u a l l y  and 

r e a s o n a b l y  incurred in con nection w i t h  the contested matter. However, 

the cooperative may not i n d e mnify the protected p e r s o n  if the person 

did not reasonably believe the conduct to be in, or not o p p o s e d  to, 

the best interests of the cooperative. With respect to a criminal

a c t i o n  or proceeding, the cooperative shall in demnify a protected

p e r s o n  unless the person h a d  reason a b l e  cause to b e l i e v e  that the 

conduct was unlawful.

(c) A  cooperative m a y  purcha se a n d  maintain in surance on behalf 

of a p r o t e c t e d  person against liability asserted against the protected  

p e r s o n  and incurred in an official capacity or arising out of the 

p e r s o n ' s  status, whether or not the cooperative w o u l d  ha ve the power 

to indemnify the person against the liability under this section.

(d) In this section

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

(2 ) "contested matte r" means a proposed, pending, or c o m­

ple t e d  action or proceeding, w h ether civil, criminal, administrative, 

or investigative;

(3 ) "expenses" include a t t orney fees, judgments, fines, and 

amounts pai d in settlement;

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

- 7 -  C S H B  3 9 4 ( J u d )



or agent of a cooperative.

* Sec. 12. AS 10.25.150 is a m e nded to read:

Sec. 10.25.150. T E R M  OF O F F I C E  OF DIRECTORS. The d i r e ctors of 

a cooperative n amed in articles of incorporation, consolidation, 

m e r g e r ^  or conversion h o l d  office u n t i l  the next annual m e e t i n g  of the 

me m b e r s  and until their successors are elected and qualify. [AT EACH 

A N N U A L  MEETING, OR I* CASE OF F A I L U R E  TO HOLD THE A N N U A L  M E E T I N G  AS 

S P E C IFIED IN THE BYLAWS, A T  A  S P E CIAL M E ETING CALLED FOR T H A T  PURPOSE, 

THE M E M B ERS SHALL ELECT D I R E C T O R S  TO HOLD OFFICE UNTIL THE N E X T  ANNUAL 

M E E T I N G  OF THE M E M B E R S , E X C E P T  AS OTHERWISE PROVIDED IN THIS CHAPTER.] 

E a c h  elected director holds office for the term for w h i c h  e l e c t e d  and 

u n t i l  a successor is elected and qualifies.

* Sec. 13. AS 10.25.160 is a m e nded to read:

Sec. 10.25.160. S T A G GERE D TE RMS OF OFFICE FOR DIRECTORS. I n­

stead of electing all directors annually, the bylaws m a y  p r o v i d e  that 

directors shall be elected for terms not to exceed three years, or 

u n t i l  their successors are e l e c t e d  and qualify, and that the terms of 

directors shall be staggered so that one-third of the directors, or a 

n u m b e r  as close to o ne-third as possible, shall be elected [AT] each 

year [ANNUAL M E E T I N G ] .

* Sec. 14. AS 10.25.175(a) is a m e n d e d  to -read:

(a) A  meeting of the b o a r d  of directors may be attended b y  m e m­

bers of the cooperative. E x c e p t  w h e n  voice votes are authorized, a 

v o t e  shall be conducted in such a m a n n e r  that the members m a y  k n o w  the 

v o t e  of each person entitled to vote. The b oard of d i r e ctors may 

conduct a meeting b y  t e l e c onference or similar communications e q u i p­

me n t  if the b oard gives r e a s o n a b l e  n o t i c e  of the m e e t i n g  and if m e m­

bers of the cooperative are able to a t t e n d  the m e eting sites a n d  hear 

the meeting. This section applies o n l y  to a meeting at w h i c h  a quorum

C S H B  3 9 4  ( J u d ) - 8 -
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* Sec. 15. AS 10.25.175(e) is repealed and r e e n a c t e d  to read:

(e) A  m e m b e r  affect ed b y  action t aken contrary to this section 

m a y  bring a suit in the superior court. The court m a y  order a p p r o p r i­

ate equitable relief after considering the circumstances of the case. 

A c t i o n  taken contrary to this section i s .not void if other equitable 

relief is available and appropriate.

* Sec. 16. AS 10.25.235 is amend ed to read:

Sec. 10.25.235. M E M B E R ' S  RIGHT TO E X A M I N E  BOOKS AND RECORDS. A  

m e mbe r of a cooperative may, at a r e a s o n a b l e  time and for a proper 

purpose, examine and m a k e  copies of the books and records of the 

cooperative at the pr incipal office of the cooperative. The c o o p e r a­

tive m a y  charge a m e m b e r  an amount equal to the actual cost of d u­

plicating documents r e q u ested under this section. The cooperative may 

wi t h h o l d  books and records concerning specific matters that were 

p r e pared for or during an executive s e ssion under AS 10.25.175(c) and 

not subsequently made public by the cooperative. The cooperative may 

also w i t h h o l d  the identity of public infor m a t i o n  that was r e f e rred to 

during the executive session.

* Sec. 17. AS 10.25.240 is a m ended to read:

Sec. 10.25.240. MERGER. Except as provided in (b) of this 

section, one [ONE] or more cooperatives, each [HEREINAFTER] designated 

in this section as "merging c ooperative," m a y  merge into another 

cooperative, [HEREINAFTER] designated in this section as "surviving 

cooperative," by complying w i t h  the following  requirements.

(1) The prop os i t i o n  for the m e r g e r  of the m e rging c o o p e r a­

tives into the surviving c ooperative and p r o posed articles of merger  

shall be submitted to [A M E E T I N G  OF] the members of each m e rging  j 

cooperative and of the surviving cooperative. The n otice  [OF THE

-9- CSHB 3 9 4 (Jud)



MEETING] shall have at tached to it a copy of the proposed articles of 

m e r g e r .

(2) If the p r o p o s e d  merger and the propos ed articles of 

merger, w i t h  any amendments, are a p p roved b y  the affirmative vote of 

not less than two-thirds of those m e m bers of each cooperative voting 

on them [AT THE MEETING] , articles of m e r g e r  in the form approved 

shall be e xecu t e d  and ackno w l e d g e d  on b e h a l f  of each cooperative by 

its pres ident or vice p r e s i d e n t  and its seal shall be affixed by its 

secretary.

* Sec. 18. AS 10.25.240 is a m ended by adding a n e w  subsection to read:

(b) A  m e r g e r  of electric or telephone cooperatives may not take 

effect unless the surviving cooperative e x p r es sly agrees to comply 

w i t h  the terms of each c ollective b a r g a i n i n g  agreement entered into 

be t w e e n  a m e r g i n g  cooperative and a labor organization  representing 

employees of the cooperat ive that is in effect on the date of merger.

* Sec. 19. AS 10.25.260 is a m e nd ed to read:

Sec. 10.25.260. CONSOLIDATION. Two or more cooperatives, [HERE­

INAFTER] design a t e d  in this section as "consolida ting cooperativeJ_" 

m a y  consolidate into a n e w  cooperative, [HEREINAFTER] designated in 

this section as the "new cooperative," by complying with the following 

r e q u i r e m e n t s :

(1) The p r o p o s i t i o n  for the consolidation into the new

cooperative and p r o p o s e d  articles of cons olidation shall be submitted 

to [A M E E T I N G  OF] the m e m b e r s  of each consolidat ing cooperative. The 

n o t i c e  [OF THE MEETING] shall have attached to it a copy of the p r o­

pos e d  articles of consolidation.

(2) If the p r o p o s e d  consolidation and the proposed articles 

of consolidation, w i t h  any amendments, are approv ed by the affirmative 

v o t e  of not less than two-thirds of those members of each

CSHB 394 (Jud) -10-



c o n s o l i d a t i n g  cooperative voting on them, articles of consolidation in 

the f o r m  a p p r o v e d  shall be exe cuted and a c k no wledged on behalf of each 

c o n s o l i d a t i n g  cooperative b y  its p r e s i d e n t  or vice president and its 

seal shall be affixed and attested b]r its secretary.

Sec. 20. AS 10.25.320 is amended to read:

Sec. 10.25.320. DISSOLUTIO N OF COOPER ATIVE THAT  [WHICH] HAS 

C O M M E N C E D  BUSINESS. A  cooperative that [WHICH] has commenced business
i

m a y  be d i s s o l v e d  in the following mannerj_ [.]

(1) The proposition to dissolve shall be submitted to the 

m e mbe rs of the cooperative [AT A N  A N N U A L  O R  SPECIAL M E E T I N G ] . The 

n o t i c e  shall state [SET FORTH] the proposition.
i

(2) The proposition is a p p ro ved by the affirmative vote of 

at least two-thirds of the members v o t i n g  on the proposition if the 

n u m b e r  o f  m e m b e r s  voting to approve it constitutes [AT THE M E ETING THE 

M E M B E R S  S H A L L  APPROVE, BY THE A F F I R M A T I V E  VOTE OF N O T  LESS THAN] a 

m a j o r i t y  of all members of the cooperative [, THE PROPOSITION TO 

D I S S O L V E  T H E  COOPERATIVE].

(3) Upon approval, a c ertificate of e l e ction to dissolve, 

h e r e a f t e r  designated the "certificate," executed and acknowledged on 

b e h a l f  of the cooperative by its president or vice president under its 

seal, a t t e s t e d  b y  its secretary, shall be submitted to the commission­

er for f ilin g together wit h an affidavit b y  the officer  executing the 

c e r t i f i c a t e  stating that the statements in the certificate are true. 

The c e r t i f i c a t e  shall state the name of the cooperative, the address 

of its p r i n c i p a l  office, and that the members of the cooperative have i 

v o t e d  to d i s s o l v e  the cooperative.
I

Sec. 21. AS 10,25.400 is amended to read:

Sec. 10.25.400. LIMITATIONS ON D I S P O S I T I O N  OF [ALL THE] P R O P­

ERTY. A  c o o p e r a t i v e  may not otherwise sell, lease_j_ or dispose of more

-11- CSHB 3 9 4 (Jud)
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than 15 p e r c e n t  of the cooperative's total assets, less depreciation, 

as r e f l e c t e d  on the books of the coope r a t i v e  at the time of the trans- 

action [ALL OR A  SUBSTANTIAL P O R T I O N  OF ITS PROPERTY] u n less the

t r a n s a c t i o n  is authorized under this section. The t r ansaction is

appro v e d  by the affirmative vote of not less than two-thirds of the 

m e m bers v o t i n g  on the transaction if the n u m b e r  of members v o t i n g  to 

approve it constitutes [BY THE A F F I R M A T I V E  VOTE OF NOT LESS THAN] a

m a j o r i t y  of all the members of the cooperative. However, n o t w i t h­

standing a p r o v i s i o n  of this chapter  or any other provision of law, 

the b o a r d  of directors may, u p o n  the a u t h o r i z a t i o n  of a m a j o r i t y  of 

those m e m b e r s  of the cooperative v o t i n g  on the issue in an election in 

w h i c h  at least 1 0  percent of the eligible members return ballots 

[PRESENT A T  A  M E E T I N G  OF THE MEMBERS], sell, lease^ or otherwise 

dispose of all or a substantial p o r t i o n  of its property to another 

cooper a t i v e  or to the state if the sale complies w i t h  (d) of this 

section [HOLDER OF ITS PROPERTY TO A N O T H E R  COOPERATIVE O R  TO THE

H O L D E R  OF A N  E V I DENCE OF INDEBTEDNESS ISSUED TO THE UNITED STATES OF 

A M E R I C A  O R  A N  A G E N C Y  OR INSTRUMENTALITY OF IT].

* Sec. 22. AS 10.25.400 is amended by adding n e w  subsections to read:

(b) B e f o r e  a vo te to authorize the d isposition  or sale of mor e 

than 15 p e r c e n t  of the total assets of the cooperative, other than a 

v o t e  to a u t h o r i z e  disposition or s?le to the state or another c o o p e r a­

tive, the b o a r d  of directors shall

( 1 ) have the tangible and intangib le property that is 

p r o p o s e d  for sale appraised by three appraisers; the appraisers shall 

be chose n b y  the boa rd and may not b e  a s s o c i a t e d  w i t h  the cooperative 

or a p r o p o s e d  b u y e r  of cooperative property; the first proposed buyer j
shall a d v a n c e  to the cooperative m o n e y  suf ficient to pay for the j 

appraisals; jj
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(2 ) n o t i f y  all cooperative m e m b ers, at least 90 days in 

advance, of a v o t e  on disposition of c o o p e r a t i v e  property; the notice  

must contain detailed proposals for d i s p o s i t i o n  of the property;

(3) at least 90 days b e f o r e  the, vote, n o t i f y  all other 

cooperatives situated and operating in the state that the p r o p erty is 

available for disposition and include w i t h  the n o t i c e  one .copy of each 

appraisal of the property;

(4) at least 30 days b efore the vote, m a i l  to all members 

any alternate proposals made by another cooperative, or b y  cooperative 

members if an alternate proposal s i g n e d  b y  at least 50 members has 

been submitted to the board, together w i t h  any r e c o m m e n d a t i o n  that the 

board has made; and

(5) p lace  each proposal for w h i c h  n o t i c e  has b e e n  given on 

the ballot.

(c) This section does not apply to the transfer of cooperative 

p roperty under AS 10.25.240 - 10.25.300.

(d) The sale of a cooperative m a y  n o t  take effect unless the 

purchaser expre ssly agrees to comply w i t h  the terms of each collective 

bargaining agreement entered into b e t w e e n  the cooperative being sold 

and a labor o r ganizati on representing e m p l o yees of the cooperative 

that is in effect on the date of sale.

* Sec. 23. The amendments to AS 10.25.400 m a d e  b y  sec. 22 of this Act

do not apply to a sale of cooperative p r o p e r t y  that w a s  approved by the

members b efore the effective date of this Act.

* Sec. 24. AS 10.25.245 is repealed.

* Sec. 25. This A ct takes effect i m m e d i a t e l y  u n d e r  AS 01.10.070(c).
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Original sponsor: Labor and Commerce
Commi ttee

Q

IN T HE HOUSE BY THE J U D I C I A R Y  COMMITTEE

CS FOR HOUSE BILL MO. 394 (Judiciary)

IN THE LEGISLATUR E OF THE STATE O F  A L A S K A

FIFTEENTH L E G I S L A T U R E  - S E C O N D  S E SSI ON

A BILL

For an Act entitled: "An Act relat ing to e l e c t r i c  and telephon e coopera-

BE IT ENACTED BY THE LE GISLATURE OF TH E STATE OF ALASKA:

* Section 1. AS 10.05.376(c) is ame nded to read:

(c) The [EXCEPT A d PROVID ED IN AS 10.25.245, THE] p r o v i s i o n s  of 

this chapter govern the procedures for and e ffect of the merger.

* Sec. 2. AS 10.25.010 is amended to read:

Sec. 10.25.010. POWERS OF E L E C T R I C  O R  TE LEP H O N E  COOPERATIVE. 

Except as provided in (b) of this section, an [AN] electri c or tele­

phone c o oper ative may

maintain, and operate, and sell, assign, convey, lease, mortgage, 

pledge, or otherwise dispose of or e n c u m b e r  lands, buildings , s t r u c­

tures, electric or telephone lines or systems, dams, plants a n d  e q u i p­

ment, and any other real or p e r son al property, tangible or intangible, 

w h i c h  is necessary, con ven i e n t ^  or a p p r o p r i a t e  to a c c o m p l i s h  the 

purpose for w h i c h  the cooperative is organized;

and sell, assign, convey, mortgage, pledge or otherwi se d i s p o s e  of or 

encumber franchises, rights, privileges, l i c e n s e s ^  and easements;

tives; and provid ing for an e f f e ctive date."

( 1 ) sue and be sued in its c o r p o r a t e  name;

( 2 ) have perpetual existence;

(3) adopt a corporate seal and a l t e r  it;

(4) construct, buy, lease, or o t h e r w i s e  acquire, and equip

(5) buy, lease, or o t h e rw ise acquire, and use, and exercise

(6 ) b o r r o w  money and o t h e r w i s e  cont ract i n d ebte dness, 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 its real or personal property, assets, franchises, or 

revenues;

(7) construct, maintain, and operate electric transmission 

and distribution lines, 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 its 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 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 

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 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 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 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, acguire, lease, sell, dis­

tribute, install^, and repair electric and plumbing appliances, equip­

ment, fixtures^, and apparatus;

(3) assist persons to whom electric energy is 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 system;

(5) operate a heating distribution system that was in 

existence on the effective date of this A c t .

* 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 incorpo­

ration, conversion, merger,, or consolidation. Thereafter the district
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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 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. 6. AS 10.25.080 is 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 is 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 by the cooperative when they are made available

through its facilities.

fb) Membership in a cooperative is not transferrable, except as 

provided in the bylaws. The bylaws may

f 1) prescribe additional qualifications and limitations on 

memberships

f2) require membership as a condition of obtaining service

from the cooperative?

f3) provide for termination or suspension of membership?

however, a membership m a y not be terminated unless procedures for

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

Sec. 10.25.100. NOTICE OF MEETINGS. E x c e p t  as o t h e r w i s e  p r o­

vid e d  in this chapter, w r i t t e n  notice stating the time and place of 

each m e e t i n g  of the members or district delegates [AND, IN THE CASE OF 

A S P E C I A L  MEETING, THE PURPOSE OR P U R P O S E S  FOR W H I C H  T H E  M E E T I N G  IS 

CALLED,] shall be given to each m e m b e r  or district delegate, either 

pe r s o n a l l y  or by mail, not less than J_5 [20] days or [NOR] more than 

60 [A0] days before the date of the meeting. N o t i c e  of a special

the m e e t i n g  is called, shall be given to each m e m b e r 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 

consid e r e d  given when it is deposited in the U n i t e d  States mail with 

p o s t a g e  p r e p a i d  addressed to the m e m b e r  or d istrict d e l eg ate at the 

address of the m e m b e r  or delegate as it appears on the records of the 

c o o p e r a t i v e .

* Sec. 8 . AS 10.25.120 is amended to read:

Sec. 10.25.120. VOTING. Each m e m b e r  is e n t i t l e d  to one vote on 

each m a t t e r  submitted to a vote of the m embership [(1) AT A  M E E T I N G  OF 

THE M E M B E R S  O R  (2) BY MAIL BALLOT P E R M I T T E D  BY A S  10.25. 070]. Each 

m e m b e r  of a district is entitled to one v ote on each m a t t e r  submitted 

to a vote at a district meeting. A m e m b e r  may not vote by proxy but 

may vote [VOTING A T  A MEETING SHALL BE IN PERSON, BUT], if the bylaws 

so provide, [MAY A L S O  BE] by mail.

* Sec. 9. A S  10.25 is amended by adding a n e w  section to read:

Sec. 10.25.125. RECORD DATE. To determine the m e m b e r s  entitled 

to n o t i c e  of a m e e t i n g  of the members or to vote on a m a t t e r  that is 

to b e  subm itted to a vote of the members, or for any other proper 

purpose, the b o a r d  of directors may fix a date that  occurs no more
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than 30 days before the date of notice or d i s t r i b u t i o n  o f  m a i l  ballots 

as the record date for the determination. If a r e c o r d  date is not 

fixed for the d e t e r m i n a t i o n  of members entitled to n o t i c e  of a meeting 

or to vote on a matter, the date on w hich notice of the m e e t i n g  or of 

mail voting is first m a i l e d  is the record date. W h e n  a d e t er mination  

of members entitled  to v o t e  at a m e e t i n g  is made, the d e t e rmination  

applies until the m e e t i n g  is adjourned sine die.

* Sec. 10. AS 10.25.140 is a m e n d e d  to read:

Sec. 10.25. 140. B O A R D  OF DIRECTORS. The b u s i n e s s  of a co­

operative shall be m a n a g e d  by a board of not less t h a n  five directors, 

each of whom shall be a m e m b e r  of the cooperative or of a n o t h e r  co­

operative w hich is a m e m b e r  of it. The bylaws s h a l l  p r e s c r i b e  the 

n umbe r of directors, their qua lifications other t h a n  those prescribed 

in *-his chapter, and the m a n n e r  of h o l d ing m e e t i n g s  of the b o a r d  of 

directors and of e l e c t i n g  successors to directors w h o  resign, die, or 

are otherwise incapable of acting. The bylaws shall [MAY] p r o v i d e  for 

the removal of directors from office for cause and f o r  the e l e c t i o n  of 

their successors. Director s m a y  not receive salaries for the services 

as direct~rs and, except in emergencies, shall not r e c e i v e  salaries 

for their services in any other capacity without the a p p r o v a l  of the 

members. The bylaws may, however, prescribe a fixed fee for each day

of attenuance at a m e e t i n g  of the board of directors or o ther m e e ting

w h i l e  officially r e p r e s e n t i n g  the cooperative and f o r  each day of 

n e c e s s a r y  travel to and from a m e etin g of the b o a r d  o f  directors or 

o t h e r  meeting w hile o f f i c i a l l y  represent ing the c o o p e r a t i v e  [ EACH 

M E E T I N G  OF THE BOARD O F  DIRECTORS] and m a y  provide f o r  insurance and 

reimbursement of actual expenses incurred while p e r f o r m i n g  duties as a 

d i r ector [OF ATTENDANCE].

* Sec. 11. AS 10.25 is amended by adding a n e w  section to read:
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Sec. 10.25.145. L I A B I L I T Y , INDEMNIFICATION, A N D  INSURANCE. (a) 

A pro tected p e r s o n  is n o t  individually liable f o r  c o n d u c t  performed 

w i t h i n  the scope of the p e r s o n ' s  duties for the c o o p e r a t i v e .  However, 

the protected p e r son m a y  be h e l d  individually l i a b l e  for c o n d u c t  if it

was not reasonable for the p e r s o n  to believe that the c o n d u c t  w a s  in,

or not contrary to, the b e s t  interests of the c o o p e r a t i v e .

(b) Unless p r o h i b i t e d  b y  the articles of i n c o r p o r a t i o n  or b y­

laws, the cooperative shall indemnify a protected p e r s o n  w h o  is or may 

be made a party to a c o n t e s t e d  matter against e x p e n s e s  a c t u a l l y  and 

re a s o n a b l y  incurred in c o n n e c t i o n  with the contested m a t t e r .  However, 

the cooperative may not  i n d e m n i f y  the protected p e r s o n  if the person 

did not reasonably b e l i e v e  the conduct to be in, or not o p p o s e d  to,

the best interests of the cooperative. With r e s p e c t  to a criminal

a ction or proceeding, the cooperative shall i n d e m n i f y  a protected

p e r s o n  unless the p e r s o n  h a d  reasonable cause to b e l i e v e  that the 

conduct was unlawful.

(c) A  cooperative m a y  purchase and maintain i n s u r a n c e  on behalf 

of a protected person a g a i n s t  liability asserted a g a i n s t  the protected 

p erson and incurred in an official capacity or a r i s i n g  out of the

pe r s o n ' s  status, w h e t h e r  or n o t  the cooperative w o u l d  h a v e  the power 

to indemnify the person a g a i n s t  the liability under this sectj

(d) In this section

( 1 ) "conduct" i n c l u d e s  action, inaction, and omission;

(2 ) "contested m a t t e r "  means a proposed, pending, or c o m­

ple t e d  action or proceeding, w h e t h e r  civil, criminal, a dminis trative,  

or investigative;

(3) "expenses" i n c l u d e  attorney fees, j u d g m e n t s ,  fines, and 

amounts paid in settlement;

(4) "protected p e r s o n "  means a director, officer, employee,
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or agent of a cooperative.

* Sec. 12. AS 10.25.150 is a m end ed to read:

Sec. 10.25.150. T E R M  O F  O F F I C E  O F  DIRECTORS. The directors of

a c o o p e r a t i v e  named in article s of incorporation, consolidation, 

m e r g e r ^  or conversion h o l d  office until the next a n n u a l  m e e t i n g  of the 

m e m b e r s  and until their successors are elected and q u a lify. [AT EACH 

A N N U A L  MEETING, OR IN CASE OF F A I L U R E  TO HOLD T H E  A N N U A L  M E E T I N G  AS 

S P E C I F I E D  IN THE BYLAWS, A T  A  S P E C I A L  M E E T I N G  CALLED F O R  T H A T  PURPOSE, 

T H E  M E M B E R S  SHALL E LECT D I R E C T O R S  TO H O L D  OFFICE U N T I L  THE NEXT ANNUAL 

M E E T I N G  OF THE MEMBERS, E X C E P T  AS O T H E R W I S E  PROVIDED I N  TH IS CHAPTER.] 

Each elected director h o l d s  office for the term for w h i c h  elected and 

u ntil a successor is e l e c t e d  and qualifies.

* Sec. 13. AS 10.25.160 is a m e n d e d  to read:

Sec. 10.25.160. S T A G G E R E D  TER MS OF OFFICE F O R  DIRECTORS. In­

stead of electing all directors  annually, the bylaws n a y  p r ovid e that 

d i r e c t o r s  shall be e l ected for terms not tc exceed t h r e e  years, or 

u n t i l  their successors are elected and qualify, and that the terms of 

d i r e c t o r s  shall be staggered so that one-thirc of the directors, or a 

n u m b e r  as close to o n e - t h i r d  as possible, shall be e l e c t e d  [AT] each 

y e a r  [ANNUAL MEETING].

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

(a) A  m e e t i n g  of the b o a r d  of directors may be a t t e n d e d  by m e m­

ber s  o f  the cooperative. E x c e p t  w h e n  voice votes are authoi I, a

v o t e  shall be conducted in such a m a n n e r  that the m e m b e r s  m a y  k n o w  the

v o t e  of each person e n t i t l e d  to vote. The board of directors may

c o n d u c t  a meeting by t e l e c o n f e r e n c e  or similar c o m m u n i c a t i o n s  e q u i p­

m e n t  if the board gives r e a s o n a b l e  n o t i c e  of the m e e t i n g  and if m e m­

bers  of the cooperative are able to a t t e n d  the m e e t i n g  sites and hear 

the meeting. This section applies only to a meeting at w h i c h  a quorum 
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2 , / *  Sec. 15. A S  10.25.175(c) is amended to read:

(c) The following except ed subjects nay be d i s c u s s e d  in an

e x e c u t i v e  session:

( 1 ) - m a t t e r s  the immediate knowledge of w h i c h  w o u l d  clearly 

have an adverse effect on the finances of the cooperative;

(2 ) subjects that tend to prejudice the r e p u t a t i o n  and

c h a r a c t e r  of a p e r s o n , i ncluding i n formation c o ncerning a member's

financi al r e c o r d ; however, the person m a y  request a public discussion;

(3) matters discussed with an attorney for the cooperative, 

the immediate  knowledge of w h i c h  could have an adverse effect on the 

legal p o s ition of the cooperative^

• (4) the status of current labor negotiations and personnel

m a t t e r s ;

(5) matters specifically exempted from disclosure by law;

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

1 7 | commercial information;

18 (7) discussion of litigation by or against the c o o p e r a t i v e .

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

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

m a y  b r i n g  a suit in the su perior court. The court m a y  order a p p r o p r i­

ate e q u i table relief after c ons idering the circumstances of the case. 

A c t i o n  taken contrary to this section is not void if other equitable 

re l i e f  is available and appropriate.

* Sec. 17. AS 10.25.235 is a m e n d e d  to read:

2 6 * Sec. 10.25.235. M E M B E R’S RIGHT TO EXAMINE BOOKS AND RECORDS. A

97
m e m b e r  of a cooperative may, at a reasonable time and for a proper

9P
purpose, examine and make copies of the bocks and records of the 

c o o p e r a t i v e  at the principal office of the cooperative. The

- 9 -  C S H B  3 9 4 ( J u d )
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c o o p e r a t i v e  m a y  charge a member an a mount equal to the actual cost of 

d u p l i c a t i n g  documents requested u n d e r  this section. The cooperative 

m a y  w i t h h o l d  books and records c o n c e r n i n g  specific m a t t e r s  that were 

p r e p a r e d  for or during an executive s e s s i o n  under A S  10.25.175(c) and 

not s u b s e q u e n t l y  made public by the cooperative. The cooper a t i v e  may 

a l s o  w i t h h o l d  the identity of public in formation that w a s  refe rred to 

d u r i n g  the execut ive session.

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

Sec. 10.25.240. MERGER. Except as provided in (b) of this 

section, one [ONE] or more cooperatives, each [HEREINAFTER] designated 

in this section as "merging c o o p e r a t i v e , "  n a y  m e r g e  into another 

cooperative, [HEREINAFTER] designated in this s e c t i o n  as "surviving 

c o o p e r a t i v e , "  by complying with the f o l l o w i n g  r e q u irements.

(1) The proposition for the m e r g e r  of the m e r g i n g  c o o p e r a­

tives into the surviving cooperative and proposed a r t i c l e s  of merger 

shall be s u b m itted to [A MEETING OF] the members of each merging 

c ooper a t i v e  and of the surviving cooperative. The n otice [OF THE 

MEETING] shall have attached to it a copy of the p r o p o s e d  articles of 

m e r g e r .

(2) If the proposed merger and the p r o p o s e d  articles of 

merger, with any amendments, are a p p ro ved b y  the a f f i r m a t i v e  vote of 

not less than two-thirds of those m e m b e r s  of each c o o p e r a t i v e  voting 

on t h e m  [AT THE MEETING], articles of m erger in the form approved 

shall be executed and acknowledged on b e h a l f  of each cooperative by 

its p r e s i d e n t  or vice president and its seal shall be affixed by its 

secretary.

* Sec. 19. AS 10.25.240 is amended by a ddin g a new s u b s e c t i o n  to read:

(b) A  m e r g e r  of electric or telephone cooperatives m a y  not take 

effect unless the surviving cooperative expressly a g r e e s  to comply 

CSHB 394 (Jud) “10-
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with the terms of each c o l l e c t i v e  ba rgaining a g r e e m e n t  e n t e r e d  int( 

between a m e rging c ooperat ive and a labor o r g a n i z a t i o n  representing 

employees of the c ooperative  that is in effect on the date of merger.

* Sec. 20. AS 10.25.260 is a m e n d e d  to read:

Sec. 10.25.260. CONSOLIDATION. Two or core cooperative s, [HERE­

INAFTER] designated in this section as "conso l i d a t i n g  cooperative^" 

m a y  consolidat e into a n e w  cooperative, [HERFINAFTER] d e s i g n a t e d  in 

this section as the "new cooper a t i v e , "  by complying w i t h  the following 

r e q u i r e m e n t s :

(1) The p r o p o s i t i o n  for the consol i d a t i o n  into the new 

cooperative and proposed articles of c onsolidation shall be submitted 

to [A M E E T I N G  OF] the m e m b e r s  of each cons olidating cooperative. The 

notice [OF THE MEETING] shall have a t t a ched to it a copy of the p r o­

posed articles of consolidation.

(2) If the p r o p o s e d  c o n s o l i d a t i o n  and the p r o p o s e d  articles 

of consolidation, with any amendments, are approved by the affirmative 

vote of not less than two-thi rds of those members of each c o n s o l i d a t­

ing cooperative voting on them, articles of consolid ation in the form 

approved shall be executed and acknowl edged cm b e h a l f  of each c o n s o l­

idating cooperative by its p r e s ident  or vice p r e s i d e n t  and its seal 

shall be affi xed and attes ted by its secretary.

* Sec. 21. AS 10.25.320 is a m e nded  to read:

Sec. 10.25.320. D I S S O L U T I O N  OF COOPERATIVE TH A T  [WHICH] HAS 

COMMENCED BUSINESS. A c oopera tive that [WHICH] has c o m m e n c e d  business 

may be dissolved in the f o l l o w i n g  mannerj_ [.]

(1) The p r o p o s i t i o n  to dissolve shall be s u b m i t t e d  to the 

members of the cooperative [AT AN ANNUAL  OR S P E C I A L  M E E T I N G ] . The 

notice shall state [SET FORTH] the proposition.

(2) The p r o p o s i t i o n  is approved by the a f f i r m a t i v e  vote of

-11- CSHB 3 9 4 (Jud)
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at least two-thirds of the m e m b e r s  v o t i n g  on the p r o p o s i t i o n  if the 

n u m b e r  of m e mbers voting to a p p rove it constitutes [AT THE M E E T I N G  THE 

M E M B E R S  SHALL APPROVE, BY THE A F F I R M A T I V E  VOTE OF N O T  LESS THAN] a 

m a j o r i t y  of all members of the cooperative [, THE P R O P O S I T I O N  TO 

D I S S O L V E  THE COOPERATIVE].

(3) Upon approval, a • c e r t i f i c a t e  of elec tion to dissolve, 

h e r e a f t e r  designated the " c e r t i f i c a t e , "  executed and a c k n o w l e d g e d  on 

b e h a l f  of the cooperative by its p r e s i d e n t  or vice p r e s i d e n t  u n d e r  its 

seal, attested by its secretary, shall be submitted to the c o m m i s s i o n­

er for filing together w i t h  an a f f i d a v i t  by the o f f icer e x e c u t i n g  the 

certificate stating that the statements in the c e r t i f i c a t e  are true. 

The certificate shall state the name of the cooperative, the address 

of its principal office, and that the members of the c o o p e r a t i v e  have 

v oted to dissolve the cooperative.

* Sec. 22. AS 10.25.400 is amended to read:

Sec. 10.25.400. L I M I T A T I O N S  ON D I S P O S I T I O N  OF [ALL THE] PROP­

ERTY. A  cooperative may not oth erwise sell, lease^ or dispose  of more 

than 15 percent of the co operative's total assets, less depreciation, 

as reflecte d on the books of the c oo perative at the time of the trans­

action [ALL OR A  SUBSTANTIAL P O R T I O N  OF ITS PROPERTY] unless the 

t r ans action is authorized und er this section. The tr ansa c t i o n  is 

a p p r o v e d  by the affirmative vote of n o t  less than two-thirds of the 

m e m b e r s  voting on the transaction if the number of m e m b e r s  voting to 

approve it constitutes [BY THE A F F I R M A T I V E  VOTE OF N O T  LESS THAN] a 

m a j o r i t y  of all the members of the cooperative. However, n o t w i t h­

stand i n g  a p r o v ision of this chapter or any other p r o v i s i o n  of law, 

the board of directors may, upon  the author i z a t i o n  of a m a j o r i t y  of 

those members of the cooperative v o t i n g  on the issue in an election in 

w h i c h  at least 1 0  percent of the eligible m e m bers r e t u r n  ballots

C S H B  3 9 4  ( J u d ) -12-



[PRESENT AT A  M E E TING OF T H E  MEMBERS], sell, lease^ or otherwise 

d i s pose of all or a s u b s t a n t i a l  portio n of its p r o p e r t y  to another 

cooperative or to the state if the sale complies w i t h  (d) of this 

section  [HOLDER OF ITS P R O P E R T Y  TO ANOTHER C O O P E R A T I V E  O R  TO THE 

H O L D E R  OF AN E V I D ENCE OF I N D E B T E D N E S S  ISSUED T O  THE U N I T E D  S TA TES OF 

A M E R I C A  OR A N  A G E N C Y  OR I N S T R U M E N T A L I T Y  OF IT] .

Sec. 23. AS 10.25.400 is a m e n d e d  by adding n e w  subsections to read;

(b) Before a vote to a u t h oriz e the dispo sition or sale o f  more 

than 15 percent of the total assets of the cooperative, o t h e r  than a 

vo t e  to authorize d ispositi on or sale to the state or a n o t h e r  c o o p e r a­

tive, the bo ard of directors shall

( 1 ) have the t a n g i b l e  and intangible p r o p e r t y  that is

p r o p o s e d  for sale appr aised b y  three appraisers; the a p p r a i s e r s  shall 

be chosen by the board and m a y  not be associated with the cooperative 

or a proposed buyer of cooper a t i v e  property; the first p r o p o s e d  buyer 

shall advance to the c o o p e r a t i v e  m o n e y  sufficient to pay for the

a p p r a i s a l s ;

(2) notify all c o o p e r a t i v e  members, at least 90 days in

advance, of a vote on d i s p o s i t i o n  of cooperative property; the notice 

m u s t  contain detailed p roposals for disposition of the property;

(3) at least 90 days b efore the vote, n otify all other

cooperatives situated and o p e r a t i n g  in the state that the p r o p e r t y  is 

avail a b l e  for disposition and include w i t h  the n o tic e one copy o f  each 

appraisal of the property;

(4) at least 30 days before the vote, mail to all memb ers j
i

an y  alternate proposals m a d e  b y  a n other cooperative, or b y  cooperative 

m e m b e r s  if an alternate p r o posal signed by at least 50 m e m b e r s  has 

b e e n  submitted to the board, together w i t h  any re comm e n d a t i o n  that the 

b o a r d  has made; and j

-13- CSHB 3 9 4 (Jud)
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(5) p l a c e  each proposal for which n o t i c e  has been given on 

the ballot.

(c) This s e c t i o n  does not apply to the t r a n s f e r  of cooperative 

p r o p e r t y  under AS 10.25.240 - 10.25.300.

(d) The sale of a cooperative may not take effect u nless the 

p u r c h a s e r  expressly agrees to comply with the terms of each collective 

b a r g a i n i n g  ag reement entered into between the c o o p e r a t i v e  b e i n g  sold 

a n d  a labor o r g a n i z a t i o n  repre senting employees o f  the cooperative 

that is in effect o n  the date of sale.

* Sec. 24. The a m e n d m e n t s  to AS 10.25.400 made by sec. 23 of this Act

do not a p p l y  to a sale of cooperative property that w a s  approved by the

m e m b e r s  b e f o r e  the e f f e c t i v e  date of this Act.

* Sec. 25. AS 10.25.245 is repealed.

* Sec. 26. This Act t a k e s  effect immediately under A S  01.10.070(c).

C SH B  3 9 4  ( J u d ) - 1 4 -
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5 - 1 6 9 5 D

Original sponsor: Labor and Commerce
Committee

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 394 (L&C)

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:

(c) 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

(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 contract indebtedness, and

H B 0 3 9 4 B  - 1 -  C S H B  3 9 4 ( 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;

(7) construct, maintain, and operate electric transmission 

and distribution lines, or telephone lines along, upon, under and 

across publicly owned lands and puLlic 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 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;

(14) 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 is or­

ganized.    ""

* Sec. 3. AS 10.25.010 is amended by adding a new subsection thread:

(b) An electric or telephone cooperat'±ve-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

C S H B  3 9 4  ( L & C ) - 2 - H B 0 3 9 4 B
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(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 num b e r  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 u p o n  the terms 

as may be prescribed in the bylaws;

(2) assist persons to w h o m  electric energy is or will be

supplied by the cooperative in w ir i n g  their premises and in acquiring 

and installing electrical and plumbing appliances, equipment, fixtures 

and apparatus by financing them, and in connection w i t h  these services 

wire or hav e  wired the premises, and buy, acquire, lease, sell, d i s­

tribute, install^ and repair electric and p lu m b i n g  appliances, e q u i p­

ment, fixtures^ and apparatus;

(3) assist persons to w h o m  electric energy is or will be

supplied by the cooperative in constructing, equipping, main t a i n i n g^  

and operating electric cold storage or processing plants by financing 

them or other w i s e ^

(4) operate a w aste heat dist ri b u t i o n  system;

(5) operate a h e a t i n g  di s t ribution system that was in

existence on the effective date of this A c t .

* Sec. 5. AS 10.25.070 is 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 i n c o r p o­

ration, conversion, merg e r ^ or consolidation. T h ereafter the district

cooperative may

HB0394B -3- CSHB 394(L&C)
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1 d e l egates in cooperatives having three or more districts that are not

2 c o nnected by a road system to another district of the cooperative may

3 adopt, amend, or repeal the bylaws by the affirn.ative vote of a major-

4 ity of the district delegates vo t i n g  on the adoption, amendment, or

5 repeal at a meeting of the district delegates. In all ottv.r coopera-

6 tives the members shall adopt, amend, or repeal the bylaws by the

7 a ffirmative vote of a majority of the members v o t i n g  on the question

8 [ADOPTION, AMENDMENT, OR REPEAL EITHER AT A MEET I N G  OF THE MEMBERS OR

9 BY M A I L  BALLOT WITHOUT A  MEETING]. The bylaws shall set out the

10 rights and duties of members, district delegates, and directors and

11 may contain other provisions for the regulation and management of the

12 affairs of the cooperative consistent with this chapter or with the

13 articles of incorporation of the cooperative.

14 * Sec. 6. AS 10.25.080 is amended to read:

.15 Sec. 10.25.080. MEMBERS. (a ) Each incorporator of a coopera-
W
' 16 tive shall be a member of the cooperative or of another cooperative

17 that is a member of it. A  per s o n  may not become a me mb e r  unless that

18 p e r s o n  agrees to use electric energy, or telephone service, or other

19 services furnished by the cooperative w hen they are made available

20 through its facilities.

21 (b) Membership in a cooperative is not t r a n s f e r r a b l e , except as

22 p r ov i d e d  in the bylaws. The bylaws may

23 (1) prescribe additional qualifications and ''imitations on

24 m e m b e r s h i p ^

25 (2) require m embership as a condition of obtaining service

26 from the cooperative; ;

27 (3) provide for termination or suspension of membership;

28 however, a membership may not be terminated unless procedures for

29 te r m i n at i o n  are contained in the b y l a w s .

CSHB 394 (L&C) -4- HB0394B
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1
Sec. 10.25.100. NOTICE OF MEETINGS. Except as otherwise p r o­

vid e d  in this chapter, w r i t t e n  notice, stating the time and place of 

eac h m e e t i n g  of the members or district delegates [AND, IN THE CASE OF 

A S P EC I A L  MEETING, THE PURPOSE OR PURPpSES FOR W H I C H  T H E  MEETING IS 

CALLED,] shall be given to each m e m b e r  or district delegate,! either 

p e r s o n a l l y  or by mail, not less than 2Q days nor more than 40 days

b efore the date of the meeting. N o t i c e of a special meet i n g of the

m embers, together with notice of the purpose for w h i c h  the meeting is

Sec. 7. AS 10.25.100 is amended to,read:

10 , J j /  called, shall be given to each m e m b e r  or district delegate, either

( f  /
11 / p e rs o n a l l y  or by mail, not less than^90 days or m o r e  than 120 days

12
13

14

15

16

17
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20

23

24

25

26

27

28 

29

bef or e  the date o f the meeting. I r  mailed, notice is considered given 

w h e n  it is deposited in the Uni t e d  States mail w i t h  postage prepaid 

ad d r e s s e d to the mem b e r  or district delegate at the address of the 

m e m b e r  or delegate as it appears on the records of the cooperative.

* Sec. 8. AS 10.25.120 is amended to read: ,
Si. j. 10.25.120. VOTING. Eag.b.-mambexj.sJeptitled to one vote on 

each m at t e r  submitted to a vpte of the membe r s h ip  j/(l) A T  A MEETING OF

THE MEMB E R S  OR (2) BY M A I L  BALLOT~PE-RMLTT-ED— 'BY A S  10.25.070]. Each

m e m b e r  of a district is entitled to one vote on each m a t t e r  submitted 

to a vote at a district meeting. A m e mb e r  may not vote by proxy but 

m a y  v o t e  [VOTING AT A M E E T I N G  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:

o determine the members entitled

H B0394B

Sec. 10.25.125. RECO R D  DATE 

to notice of a meeti n g  of the members 'Qr^ to vote on a mat t e r  that is

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

t h a n ^ C f  days before the notice or"v?tkg as the record date for the

*  &  " CSHB 3 9 4 (L&C)
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determination. If a record date is not fixed for the d e t e r m i na t i o n  of 

members entitled to notice of a meet i n g  or to vote on a matter, the 

date on w h i c h  notice of the meet in g  or of mail vo t i ng  is first mailed 

is the record date. When a d et e r m i n a t io n  of members entitled to vote 

at a meet in g  is made, the deter m i n a t io n  applies until the m e e t i ng  is 

adjourned sine die.

Sec. 10. AS 10.25.140 is amended toxread:

Sec. 10.25.14.0. B OARD OF DIRECTORS, The business of a c o­

operative shall be managed by a board of not less than five directors, 

each of w h o m  shall be a me mb e r  of the cooperative or of another c o­

operative w h i c h  is a m e m b e r  of it. The bylaws shall prescribe the 

n umber of directors, their qualifications o ther than those p rescribed 

in this chapter, and the manner of hold i n g  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, p r escribe a fixed fee for e ach day 

of attendance at a meeting of the board of directors or other m e e t i n g 

w hile officially representing the cooperative [EACH MEET I N G  OF THE 

BOARD OF DIRECTORS] and may provide for insurance and reimbursement of 

actual expenses incurred whil'e p e r f o r m i n g  duties as a director [OF 

A T T E N D A N C E ] .

Sec. 11. AS 10.25 is amend.ed— by_'"adding a ne w  se_cti©R— tcr^readT'

27 Sec. 10.25. 1 4 3 ' T l I A B I L I T Y  , INDEMNIFICATION, AN D  INSURANCE, '(ji)
28 A protected person is~~TYot-individually liable- for conduct p.exfo-nned

29 within the scope of the person's duties for the cooperative. However,

<1
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1 the pr o t e c t e d  person may be held individually liable for conduct if it

2 was not reasonable for the person to believe that the conduct was in,

3 or not contrary to, the best interests of the cooperative.

4 (b) Unless p r ohibited by the articles of i n co rporation or by-

5 laws, the cooperative shall indemnify a pro t e c t e d  pe r so n  who is or may

6 be made a party to a contested m a t t e r  against expenses actually and

7 reasonably incurred in c onnection wit h  the contested matter-.--However,

8 the cooperative may not indemnify the p r o tected p e r s o n  if the person

9 . did not reasonably believe the conduct to be in, or not opposed to,

10 the b est interests of the cooperative./ With respect to a criminal
"   /

11 action or proceeding, the cooperative shall indemnify a protected

12 person unless the person had reasonable cause to believe that the

13 conduct was unlawful.

14 (c) A cooperative may purchase and m a i n t a i n  insurance on behalf

15 of l p r otected per s o n  against liability asserted against the pro te c t e d

16 person and incurred in an official capacity or arising out of the

17 p e r s o n’s status, whet h e r  or not the cooperative w o u l d  have the p ower

18 to indemnify the person against the liability u n d e r  this section.

19 (d) In this section

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

21 (2) "contested matter" means a proposed, pending, or com-

22 pleted action or proceeding, w h e t h e r  civil, criminal, administrative,

23 or investigative;

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

25 amounts paid in settlement;

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

27 or agent of a cooperative.

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

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

4

5

6
7

8 
9

10
11
12
13

14

15

16

17

18

19

20 
21 
22
23

24

25

26

27

28 

29

a cooperative named in articles of incorporation, consolidation, 

m erger^ or conversion hold office until the next annual m e e t i n g  of the 

members and until their successors are elected and qualify. [AT EACH 

A NNUAL MEETING, OR IN CASE OF FAILURE TO H OLD THE A N N U A L  M E E T I N G  AS 

SPECIFIED IN THE BYLAWS, AT A SPECIAL MEET I N G  CALLED F O R  THAT PURPOSE, 

THE MEMBERS SHALL ELECT DIRECTORS TO H O L D  OFFICE U N T I L  THE NEXT AN N U A L 

MEETING OF THE MEMBERS, EXCEPT AS OTHERWISE P R O VIDED IN THIS CHAPTER.] 

Each elected director holds office for the term for w h i c h  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. I n­

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 M E E T I N G ] .

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

(a) A  meet i n g  of the board of directors may be attended by m e m­

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

vote shall be conducted in such a manner that the members may kno w  the 

vote of each person entitled to vote. The board of directors may 

conduct a meeting by teleconference or similar communications e q u i p­

ment if the board gives reasonable notice of the m e e t i n g  and if m e m­

bers of the cooperative are able to attend the m e eting sites and hea r

the meeting. This section applies only to a m e e t in g  at w h i c h  a quorum 

of the board^paj^-rciTrarfces^_____________ __

* Sec. 1 5 / ^  AS 10.25 .175 ( c ^ i s  amended to x&aA/ 
iq ( c ^ ^ T h e  followipg^excepted ‘siibjects may be di s c u s s ed  in an
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executive session:

(1) matters the immediate knowledge of w hich w o u l d  clearly 

have an adverse effect on the finances of the cooperative;

C
(2) subjects that tend to prejudice the r e p u t a t i o n  and 

character of a p e r s o n , including i nformation concerning a member's 

financial r e c o r d ; however, the p e r s o n  may request a public discussion;

(3) matters discussed w i t h  an attorney for the cooperative, 

the immediate knowledge of w h i c h  could have an adverse effect on the 

legal position of the cooperative^

(4) the status of current labor negotiations and personnel

m a t t e r s ;

(5) matters specifically exempted from disclosure by law;

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

14 commercial information;

15

16

17

18

19

20 
21 
22
23

24

25

26

27

28 

29

(7) discussion of -a-gai-ust the c o o p e r a t i v e .

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

(e) A  m emb e r  affected by act i o n  takeir'contrary to this section 

may bring a suit in the superior court. The court may order appropri- 

a te equitable relief after considering the circumstances of t h e _ c a s e .

Ac t i o n  taken contrary to this section is not voi d  if other e q uitable 

relief is available and appropriate.

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

Sec. 10.25.235. MEMBER'S R IGHT TO EXAMINE BOOKS A N D  RECORDS. A  

m e m b er  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 c o o p e r a­

tive may charge a member an amount equal to the actual cost of d u­

plicating documents requested under this section. The cooperative may 

withhold books and records concerning specific matters that were
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1 p re pared 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 s e s s i o n T

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 into another

9 cooperative, [HEREINAFTER] designated in this section as "surviving

10 cooperative," by complying w i t h  the following requirements.

11 (1) The proposition for the mer g e r  of the merg i n g 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 me r g e r  and the proposed articles of

18 merger, w ith 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 M E E T I N G ] , articles of me r g e r  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 its

23 secretary. /  ~ -—

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

25  ̂ (b) A  m er g e r  of electric or telephone cooperatives may^not take

2 6 ^ ^  effect unless the surviving cooperative expressly agrees to comply

27 ) with the terms of each c c M e c t i v e  barga i n i n g  agreement entered into

28 between a merging cooperative and a labor organization representing/

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

y 9
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1 * Sec. 20. AS 10.2fi.260 is amended to reap:

2 Sec. 10.25.260\x C O N S O L I D A T I O N ^ / T w o  or move cooperatives, [HERE-

3 INAFTER] designated in this section as " c o nsolidating cooperative/'

4 may consolidate into a new cooperative, [HEREINAFTER] designated in

5 this section as the "new cooperative," by complying wit h  the following

6 requirements:

7 (1) The proposition for the conso l i d a t i o n into the new

8 cooperative and proposed articles of consol i d a t i o n  shall be submitted

9 to [A MEETING OF] the members of each c o ns olidating cooperative. The

10 notice [OF THE MEETING] shall have attached to it a copy of the pro-

11 posed articles of consolidation.

12 (2) If the proposed c on s olidation and the proposed articles

13 of consolidation, wit h  any amendments, are approved by the affirmative

14 vote of not less than two-thirds of those members of each consolidat-

15 ing cooperative vo t i n g  on them, articles of consolidation in the form

16 approved shall be executed and a ck n o wledged on behalf of each consol-

17 idating cooperative by its president or vice president and its seal

18 shall be affixed and attested by its secretary.

19 * Sec. 21. AS 1 0 . 2 5 . 3 2 0 'Is a m e n d e d ^ o \ e a d :

20 Sec. 1 0 . 2 5 . 3 2 0 ^  D ISSOLUTION OF/ CO OP E R A T I V E  THAT [WHICH] HAS

21 COMMENCED BUSINESS. A cooperative that [WHICH] has commenced business

22 may be dissolved in the following manner.

23 (1) The propos i t i on  to dissolve shall be submitted to the

24 members of the cooperative [AT AN A N N U A L  OR SPECIAL M E E T I N G ] . The

25 notice shall state [SET FORTH] the proposition.

2 6 / A  (2) For a cooperative wit h fewer than 1 0 , 0 0 0 ^  s u b s c r i b e r s ,

7 3  the proposition is approved by the affirmative vote of two-thirds o( ( f ^ t^ - th ir d s ~ ^ ^ f

all the members of the cooperative./ For a cooperative with at least 

10,000 subscribers, the proposition is approved [AT THE MEET I N G  THE
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1 MEMB E R S  SHALL APPROVE,] by the affirmative vote of not less than a

2 m a j ority of all members of the cooperative [, THE P ROPOSITION TO

3 DISSOLVE THE C O O P E R A T I V E ] .

4 (3) Upo n  approval, a certificate of election to dissolve,

5 h e r e a f t e r  designated the "certificate," executed and acknowledged on

6 behalf of the cooperative by its president or vice president u n d e r its

7 seal, attested by its secretary, shall be submitted to the commission-

8 er for filing together wit h  an affidavit by the officer executing the

9 certificate stating that the statements in the certificate are true.

1L The certificate shall state the name of the cooperative, the address

11 of its principal office, and that the members of the cooperative have

12 v o t e d  to dissolve the cooperative.

13 * Sec. 22. AS 10.25.400 is amended to read:

14 Sec. 10.25.400. LIMITATIONS ON DISPOSITION OF [ALL THE] PROP-

s \ ^ 1 5  f .k t v  - A - o n n p g r a i ~ i v n  m a y  n o t  o t h e r w i s e  s e l l ,  l e a s e ^  o r  d i s p o s e  o f  m o r e

^ ^ 1 6  /^than j 5 percent?! of the cooperative's total assets, less d e p r e c i a t i on,

17 ^ its— re.fle.cLod^on the books of the cooperative at the time of the trans-

18 a ction [ALL OR  A  SUBSTANTIAL PORTION OF ITS PROPERTY] unless the

19 t ransaction is authorized u nder this section. For a cooperative with

20 
21 
* 2 ,

23 transaction is approved by the affirmative vote of not less than a

24 m a j o ri t y  of all the members of the cooperative. However, notwith-

25 standing a provision of this chapter or any other p r ovision of law,

26 the b oard of directors may, upo n  the authorization of a majority of

27 those members of the cooperative voting on the issue in an election in

28 w h i c h  at least 10 percent of the eligible members return ballots

affirmative

. . . . . .  . . . ------- . ---— ---------  r . j r . r  ■ _ j

vote of not less than two-thirds of all the members of the

cooperative For a cooperative with at least 10,000 subscribers. the

29 [PRESENT AT A  MEETING OF THE MEMBERS], sell, lease^ or otherwise
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10
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15

16

17

18

19

20
21
22
23

24

25

26

27

28

29

dispose of all or a substantial port i o n  of its p r operty to another

cooperative or to the state if the sale complies w i t h  (d) of this

section [HOLDER OF ITS PROPERTY TO A N O T H E R  C OOPERATIVE OR TO THE 

HOLDER OF AN EVIDENCE OF INDEBTEDNESS ISSUED TO THE U NI T E D  STATES OF 

AMER I C A  O R  AN A G E N C Y  OR INSTR U M E N T A L IT Y ' O F  I T ] .

* Sec. 23. AS 10.25.400 is amended by (adding new subsections 6o read:

(b) Before a vote to authorize tihe di s p o s it i o n  or sale/ of more 

than 15 percent of the total assets of bhe cooperative, otlWr than a 

vote to authorize d i s p o sition or sale to tnfe^^tate or anp-ther c o o p e r a­

tive, the board of directors shall

(1) have the real and personal property that is proposed 

for sale appraised by three appraisers; the appraisers shall be chosen 

by the board and may not be a ssociated w i t h  the cooperative or a 

proposed b uyer of cooperative property; the first proposed b uyer 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 dispos i t io n  of cooperative property; the notice 

must contain detailed proposals for di s po s i t i o n  of the property;

(3) at least 90 days before the vote, notify all other 

cooperatives situated and o p erating in the state that the property is 

available for d isposition and include w i t h  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 w i t h  any re c o m m e nd a t i o n  that the 

board has made; and

(5) place each proposal for w h i c h  notice has bee n  given on 

the ballot.
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1 (c) This section does not apply to the transfer of cooperative

2 p r o perty under AS 10.25.240 - 10.25.300.

3 (d) The sale of a cooperative may not take effect unless the

4 p u r c h a s e r  expressly agrees to comply wi t h  the terms of each collective

5 b a r ga i n i n g  agreement entered into b e t w e e n the cooperative b ei n g  sold

6 and a labor organization r e p r esenting employees of the cooperative

7 that is in effect on the date of sale.

8 * Sec. 24. The amendments to AS 10-25.400 made by sec. 23 of this Act

9 do not apply to a sale of cooperative p r o perty that was approved by the

10 members before the effective date of this Act.

11 * Sec. 25. AS 10.25.245 is repealed.

12 * Sec. 26. This Act takes effect immediately u nder AS 01.10.070(c).
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PROPOSED AMENDMENT TO 
CS f o r  HB 394 (L&C)

Submitted by: David Hutchens, ARECA
A p r i l  20, 1988

p . 5 , l i n e  7: change "20" to  "15" and change "40" to  "60"
p . 5 , l i n e  29: change "90" to  "30" and before  the word "notice" in s e r t  

" d a te  o f"  and a f t e r  th e  words " n o t ic e  o f"  d e l e t e  th e  
word "vo te"  and r e p la c e  i t  w i t h  " d i s t r i b u t i o n  o f  m a i l  
b a l lo ts "

p . 6, l i n e  22: a f t e r  th e 'w o rd  " c o o p e ra t iv e "  add "and f o r  each day o f
necessary t r a v e l  to  and from meetings w h ile  v f i c i a l l y  

re p re sen tin g  the  co o rp e ra t ive"  
p. 13, l i n e  11: change th e  p h ra s e  " r e a l  and p e rs o n a l"  to  read

" ta n g ib le  and in ta n g ib le "



Cramer

• ' A M E N D M E N T

•»

TO: HB 394

Page 2, line 15, after ' V 1:

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

pay lobbying or advertising expenses;"

- 1 - 2 / 2 5 / 8 8



LETTER OF INTENT 
on  

HB 394

By p r o v i d i n g  i n  AS 1 0 . 2 5 .1 2 0  t h a t  m em b ers  o f  c o o p e r a t i v e s  may 

v o t e  by m a i l ,  w h i l e  n o t  c h a n g in g  th e  quorum r e q u ir e m e n t s  c o n t a in e d  in  

AS 1 0 .2 5 .1 1 0 ,  i t  i s  t h e  i n t e n t  o f  t h e  l e g i s l a t u r e  t h a t  v o t e s  co n d u c te d  

by m a i l  a r e  v a l i d  i f  a quorum p a r t i c i p a t e s  in  t h e  v o t e  w h e th e r  or n o t  

a quorum i s  p r e s e n t  in  p e r s o n  a t  t h e  m e e t in g  o f  t h e  members.

i
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(7) HOUSE COMMITTEE REPORT
Da te  r e f e r r e d : 1 /2 5 /8 8 FURTHER REFERRALS: J u d i c i a r y

The L ab o r & Commerce
DATE

Com m ittee has c o n s id e re d HB 394
"An A c t  r e l a t i n g  t o  e l e c t r i c  and te le p h o n e  c o o p e r a t iv e s ;  and p r o v id in g  f o r  
w*1 e f f e c t i v e  d a t e . "

RECOMMENDS:
[ ^ ] r e p la c e  w i t h  
[ ] a t ta c h e d  amendment(s)

C X 3 do Pass
[ ] do n o t  pass
[ ] no recomm endation
[ ] i n d i v i d u a l  recom mendations
[ ] a d d i t i o n a l  r e f e r r a l  t o  th e

[ ) ^ ]  t h e  same t i t l e  
[ ] a new t i t l e

Committee

ADOPTS: [ ] l e t t e r  o f  i n t e n t
ATTACHES NEW FISCAL N O TE(s): 
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p u b l is h e d  _______________________
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SIGNING OTHER RECOMMENDATIONS:
i j  (A /O



■ • t i l l  f t. R S M ?P 8k 
R ICHARD R. H U fP H A N  
PBTRR C. B IN D E R  
B A R R R k J . BARDNRR 
DO N ALD  C. B L U R  
WARV E LLKM PLAM KR TY 
B O R 8 V B B A N  RMITH 
VICTO R C. RRUHM

KEMPPEL, HUFFMAN AND CINDER
A  RBOPBBBIBM AL C O R PO R ATIO N

LAW B PPIC B C  O P

F e b ru a ry  1 0 ,  1988

RBB B . P IRBW BBB LAN S, B V IT B  8 0 0  

A N 0 H 0 R A 8 K . AkAR KA H K J  

IROTI BTT IR04
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J u n e a u , A la e k a  99801

R et Houae B i l l  394 (Amendment! To A8 1 0 . 2 5 )

D e a r  Ken*
You have aeked  f o r  some a d d i t i o n a l  e x p l a n a t i o n  o f  and 

exam ples  o f  th e  need f o r  th e  proposed  la n g u a g e  fo u n d  a t  page 2 ,  
l i n e  1 4 ,  o f  HB 3 9 4 .  T h a t  change adds a new s u b s e c t io n  ( 1 3 )  t o  
AS 1 0 . 2 5 . 0 1 0 ,  v h io h  a u t h o r i s e s  c o o p e r a t iv e s  t o t

( 1 3 )  make d o n a t io n s  f o r  t h e  p u b l i c  
w e l f a r e  o r  f o r  c h a r i t a b l e ,  s c i e n t i f i c  
o r  e d u c a t i o n a l  p u rp o s e s ;

As you know, t h i s  la n g u a g e  i s  n o t  o r i g i n a l  t o  t h e  s l e c t r i c  and 
t e le p h o n e  c o o p e r a t iv e s  b u t ,  r a t h e r ,  wan c o p ie d  f ro m  an i d e n t i c a l  
p r o v i s i o n  fo u n d  i n  th e  A la s k a  C o o p e r a t iv e  C o r p o r a t io n s  A c t  and 
c o d i f i e d  as AS 1 0 . 1 5 . 0 1 0 ( 1 2 ) .  T h is  e x i s t i n g  s t a t u t o r y  s e c t io n  
a p p l i e s  t o  a l l  n o n p r o f i t  c o o p e r a t iv e s  i n  th e  s t a t e  o f  A la s k a  
e x c e p t  e l e c t r i c  and te le p h o n e  c o o p e r a t iv e s .  E l e c t r i c  and t e l e ­
phone c o o p e r a t iv e s  need a  s i m i l a r  s t a t u t o r y  p r o v i s i o n .

The c o o p e r a t iv e s  a r e  r o u t i n e l y  c a l l e d  upon t o  make 
v a r io u s  c o n t r i b u t i o n s ,  i n c lu d i n g  s e r v i c e o ,  m a t e r i a l s  and money, 
t o  c o m m u n ity -w id e  a c t i v i t i e s .  Bsam plee o f  th e s e  t y p e s  o f  c o n t r i ­
b u t io n s  ra n g e  fro tc  u s in g  c o o p e r a t iv e  l i n e  t r u c k s  t o  i n s t a l l  com­
m u n ity  C h r is tm a s  d e c o r a t io n s  on p o le s  t o  c o n t r i b u t i o n s  o f  used  
p o le s  o r  money t o  th e  Boy Sooute  t o  c o n t r i b u t i o n s  t o  th e  l o c a l  
s le d  dog r a c e .  One m a j o r ,  r e c u r r in g  r e q u e s t  f o r  c o n t r i b u t i o n s  
f ro m  th e  e l e c t r i c  c o o p e r a t iv e s  in v o lv e s  th e  w a iv e r  o f  c e r t a i n  
i n s t a l l a t i o n  o r  h o o k -u p  f e e s  f o r  te m p o ra ry  power t o  th e  v a r io u s  
com munity o u td o o r  f e s t i v a l s ,  such as th e  C ordova I c e  Worm 
F e s t i v a l  o r  th e  K o d ia k  C ra b  F e s t i v a l .  I t  i s  my u n d e rs ta n d in g
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t h a t  aoma th o u g h t  has been g iv e n  to  a t t e m p t in g  t o  l i m i t  th e  
la n g u a g e  o f  t h i a  p ro p o s e d  amendment, t o  " i n - k i n d  s e r v i c e "  t o  
" n o n p r o f i t  o r g a n i s a t i o n s . ■ I  can i n i t i a l l y  sea  tw o  p ro b le m s  
w i t h  t h i s  ty p e  o f  p ro p o s e d  r e s t r i c t i o n .  F i r s t #  e v e n  t h i s  ty p e  
o f  c o n t r i b u t i o n  by t h e  c o o p e r a t iv e  p r o p e r l y  i n v o l v e s  th e  w a iv e r  
o f  f e e s  and n o t  th e  c o n t r i b u t i o n  o f  s e r v ic e s #  s in c e  i t  l u  s t i l l  
im p o r t a n t  t o  a c c o u n t  f o r  th o s e  c e r v ic e s  ( f o r  I n s t a n c e ,  t h e  l i n e ­
m a n 's  t im e )  c o r r e c t l y  and t o  a t t a c h  a m o n e ta ry  v a lu e  t o  th o s e  
ses -v ieee  f o r  p r o p e r  a c c o u n t in g  p u rp o s e s , i n  o t h e r  w o rd s ,  i ^ - k i n d  
s e r v i c e s  a r e  n o t  n o n -m o n e ta ry  s e r v ic e s ,  and t h e  w o r ld  o f  u t i l i t y  
a c c o u n t in g  makes l i t t l e  d i s t i n c t i o n  betw een  t h e  tw o .  S e c o n d ly ,  
c a r r y i n g  on w i t h  t h e  ex a m p le  o f  community f e s t i v a l s ,  a  r e s t r i c ­
t i o n  o f  c o n t r i b u t i o n *  t o  o n ly  n o n p r o f i t  c ro u p s  w o u ld ,  f o r  
i n s t a n c e ,  p r e c lu d e  p a r t i c i p a t i o n  in  f e s t i v a l s  o r g a n is e d  by  th e  
v a r io u s  m u n i c i p a l i t i e s  o r  n a t i v e  c o r p o r a t io n s  w h ic h  a r e  n o t  
s t r i c t l y  n o n p r o f i t  o r g a n i s a t i o n s .

D o n a t io n s  f o r  s c i e n t i f i c  purpo ses  a r e  n e c e s s a r y  because  
A la s k a  e l e c t r i c  c o o p e r a t iv e s  a re  n o t  i n d i v i d u a l l y  l a r g e  enough t o  
c o n d u c t  t h e i r  own s c i e n t i f i c  re s e a rc h  and d e v e lo p m e n t  a c t i v i t i e s .  
F o r  t h i s  r e a s o n ,  g ro u p s  such aa th e  E l e c t r i c  Power R e s e a rc h  
I n s t i t u t e  (B P R I)  have  been formed t o  c o n d u c t  r e s e a r c h  i n  a re a s  
ra n g in g  from  e n v i r o n m e n t a l  concerns t o  new a p p ro a c h e s  f o r  m e e t in g  
and m anaging cu s to m e r demand f o r  en erg y  s e r v i c e s .  EPRI p u b l is h e s  
r e s e a r c h  p a p e rs  such as " M o n ito r in g  S t r e s s  I n  The T u r b in e  
G e n e r a t o r , "  "PCB D e t e c t i o n  I n  The F i e l d , "  " V a u l t  P r o t e c t i o n  F o r  
H ig h  C u r r e n t  D i s t r i b u t i o n , "  snd " R e l i a b i l i t y  M e a su res  F o r  System  
P l a n n i n g . "  I t  i s  v i t a l  t h a t  A la s k a 's  e l e c t r i c  c o o p e r a t iv e s  be 
a u t h o r is e d  t o  p a r t i c i p a t e  i n  t h i s  s c i e n t i f i c  r e s e a r c h  snd 
en co u rag ed  t o  be a w a re  o f  and in c o r p o r a te  th e  r e s u l t s  o f  such 
r e s e a r c h .

E x a m p le s . ,^ ^ .c o o p e r a t iv e  d o n a t io n s  f o r  e d u c a t i o n a l  p u r ­
poses a l e o  in c l u d e  tw o  somewhat d iv e r s e  a c t i v i t i e s .  F i r s t ,  
A l a s k a 's  e l e c t r i c  c o o p e r a t iv e s  have i n c r e a s i n g l y  become a c t i v e  
i n  e d u c a t io n a l  p ro g ra m s  i n  th e  scho o ls  i n  t h e  c o o p e r a t i v e s '  
c o m m u n it ie s .  These p ro g ra m s  s t r e s s  a kn o w led g e  o f  e l e c t r i c i t y ,  
bow i t  b e h a v e s , and t h e  s a f e t y  c o n s id e r a t io n s  I n v o l v e d  w i t h  i t s  
u s e .  S e v e r a l  o f  t h e  c o o p e r a t iv e s  h o ld  c o n t e s t s  among th e  l o c e l  
s c h o o l  c h i l d r e n  and g i v e  p r i s e s  a s s o c ia te d  w i t h  th o s e  c o n t e s t s .  
S e c o n d ly ,  th e  e l e c t r i c  c o o p e r a t iv e s ,  e s p e c i a l l y  i n  some o f  th e  
s m a l l e r  r u r a l  c o m m u n it ie s ,  have lo n g  f e l t  th e  need t o  en co urag e  
and d e v e lo p  l o c a l  e k i l l s  n e c e s s a ry  f o r  th e  e f f i c i e n t  o p e r a t ic  * 
of  th e  c o o p e r a t iv e s  i n  t h a t  v i l l a g e .  A la s k a  V i l l a g e  E l e c t r i c  
C o o p e r a t iv e  ( " A V B C * ) ,  f o r  in s ta n c e ,  may w is h  t o  d e v e lo p  e program
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o f  g r a n ts  o r  s c h o la r s h ip s  t o  l o c a l  v i l l a g e  r e s i d e n t s  t o  a l l o w  
them  t o  a t t e n d  t r a d e  s c h o o ls  t o  l e a r n  D i e s e l  m e c h an ic  o r  w e ld in g  
s k i l l s  w h ic h  w i l l  b e n e f i t  AVEC in  i t s  v i l l a g e  o p e r a t i o n s *  K o d ia k  
E l e c t r i c  A s s o c ia t io n  ("K E A ") was v e r y  s u c c e s s f u l  s e v e r a l  y e a r s  
ago i n  c r e a t i n g  a s c h o la r s h ip  w h ich  e n a b le d  a l o c a l  summer 
em p loyee  o f  th e  c o o p e r a t iv e  t o  a t t e n d  e n g in e e r in g  s c h o o l  a t  UAF. 
T h a t  s c h o la r s h i p  r e c i p i e n t  r e tu r n e d  t o  e v e n t u a l l y  become c h i e f  
e n g in e e r  a t  KEA.

I  c o u l d ,  o f  c o r r a e ,  g iv e  a e v e r a l  more ex a m p le s  o f  
c o n t r i b u t i o n s  c u r r e n t l y  b e in g  made by th e  e l e c t r i c  c o o p e r a t iv e s  
i n  t h e i r  c o m m u n it ie s ,  b u t  I  b e l i e v e  th e  above g iv e s  you a  f l a v o r '  
o f  th e  a c t i v i t i e s  c o v e r e d  u n d e r  t h i s  s e c t i o n  snd why t h e  e l e c t r i c  
cooperatives f e e l  t h i s  amendment i s  im p o r t a n t  and r e q u i r e d .

I f  anyone has any f u r t h e r  q u e s t io n s  o r  w is h e s  t o  d is c u s s  
t h y  s u b je c t  w i t h  me in  g r e a t e r  d e t a i l ,  p le a s e  f e e l  f r e e  t o  have  
titexn g i v e  me a c a l l .

S i n c e r e l y ,
KRMPPEL, HUFFMAN AND GINDBR, P .C .

■ •a—
R oger R .  Kemppel Y I
G e n e ra l  C o u n se l fo ?  ARECA

R R K ilk a
c c :  D a v id  H u tch en a

G e n e r a l  M a n a g e r ,  ARECA
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SUBJECT:

TO:

FROM:

Sectional analysis of HB 394 
(Electric and telephone cooperative)

Representative Dave Donley 
Chairman
House Labor and Commerce Committee

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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Section 6 p ro h ib its  members from voting  by proxy when a m atter is  submitted to  a vote o f  the membership. The section  continues to perm it voting  by m a il.
Section 7 perm its the board, o f  d ire c to rs  o f  a coopera tive to f i x  a record  date in  advance o f subm itting a m atter to  a vo te  o f  the members to  determine the members who are e n t it le d  to  vo te .
Section 8 lim it s  removal o f  d ire c to rs  to  removal f o r  cause, p e rm itsThe  bylaws to a llow  paying d ire c to rs  a fe e  f o r  attending meetings on b eh a lf o f  the coope ra tive , and perm its the coopera tive to. p ro \id e  insurance f o r  the d ire c to rs .
Section 9 addresses l i a b i l i t y ,  indem nifica tion  and insurance f o r  "p ro tec ted  p e rson s ," defined as d ire c to rs , o f f i c e r s ,  employees, and agents o f  the coope ra tive . Subsection (a ) l im it s  in d iv id u a l l i a b i l i t y .  Subsection (b ) re q u ire s , w ith c e rta in  exceptions, a cooperative to  indemnify a p ro tected  person un less p roh ib ited  by the coope ra tive 's  a r t ic le s  o r bylaws. Subsection (c ) perm its a cooperative to in su re  against l i a b i l i t y  asserted  against a p ro tec ted  person. Subsection (d ) contains d e fin it io n s .
Sections 10 and 11 req u ire  e le c t io n  o f  d ire c to rs  each year instead  o f  a t the annual meeting.
Sections 12-14 address meetings o f  the board o f  d ire c to rs .
Section 12 perm its the bc.ird to  meet by te lecon fe rence and l im i t 8 a p p lic a tio n  o f  AS 10 .25 .175  to  a meeting a t which a quorum o f the board p a rt ic ip a te s .
Section 13 expands the sub jects th a t may be discussed in  an executive sess ion .
Section 14 changes the e f fe c t  o f  v io la t io n  o f the open meetings requirement contained in  th is  sec tion . The law now provides th a t a c tion  taken in  v io la t io n  o f  the sec tion  is  v o id . The amendment requ ire s the cou rt to  consider app rop ria te  equ itab le  r e l i e f  instead  o f  void ing  the ac tion .
Section 15 perm its a cooperative to w ithho ld  c e rta in  m a te ria ls  from inspection  by i t s  members.
Section -16 perm its decisions concerning mergers to  be taken by mailed b a l lo t  ra th e r than a t a meeting o f  the membership.
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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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MEMORANDUM

TO: Representative John Sund

John HartleATTN

FROM Ginny Fay 
Legislative

RE: Electric and T e ^ p h o n e  Cooperatives: 
Bill 394

Research Request 88.241

Sectional Review of House

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--l) it sets up a procedure for a 
private corporation to acquire or merge with a cooperative utility, and 2) 
it clarifies inconsistencies in 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 is in response to this perceived 
threat. House Bill 39'. establishes a systematic procedure for mergers or 
a c q u i s i t i o n s  that assures that the cooperative m embership 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 is electric cooperative donations to the Electric Power
R e search Institute. This amendment would more clearly establish the
statutory authority for 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 
c o o p e r a t i v e s  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 language to question allows for voting to occur by mail, including 
votes on the potential sale of a cooperative.
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Section 6

S o t i o n  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 issue 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 
1 iability for conduct within the scope of board members' duties where no 
negligence is 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 
m a i l .

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 co o p e r a t i v e  can withhold information 
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 identity of public information that was 
referred to during an executive session. The language of this section is 
rather broad and potentially allows an umbrella for withholding information 
from cooperative members.

Section 18

This section a U o w s  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 
p e r s o n s - - t o  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 in 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 is 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 is not perceived as 
a potentially hostile take-over. This section also requires the labor 
provision set forth in 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--l) have the 
property appraised, 2) provide at least 90 days r,otice 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 on a ballot. Section 23 also
provides that these requirements apply only to the selling of a cooperative
or its assets and not to the merger or consolidation of cooperatives
covered under AS 10.25.240-300. ARECA is 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.



Representative Sund
April 21, 1988
Page 7

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 is helpful. Please call if you have additional 
questions.

Attachment
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M arch 2 9 ,  1988

M r . Dave H utchens  
E x e c u t iv e  D i r e c t o r  
A la s k a  R u r a l  E l e c t r i c  
C o o p e r a t iv e  A s s o c ia t io n  
237 E a s t  F ire w e e d  Lane 
A n c h o ra g e , A la s k a  99bU3
D ear D ave ,
I  w anted  t o  l e t  you know th e  outcome o f  t h e  a d v is o r y  v o te  
l a s t  n ig h t  a t  o ur a n n u a l m e e t in g .  We d id  n o t  have t im e  to  
f o r m a l l y  n o t i c e  th e  q u e s t io n  so we made i t  a d v is o r y  and 
aGked each member to  w r i t e  t h e  p e rc e n ta g e  who s h o u ld  v o te  i n  
f a v o r  o f  a s e l l o u t  b e f o r e  th e  C o o p e r a t iv e  c o u ld  be s o ld .  We 
s u g g e s te d  e i t h e r  th e  c u r r e n t  re q u ire m e n t  o f  one h a l f  o f  th e  
members and t h e  p ro p o sed  2 /3  o f  t h e  members. I  have  
t a b u l a t e d  th e  r e s u l t s  b e lo w :
one h a l f  o f  members 3
two t h i r d s  o f  members 56
t h r e e  q u a r t e r s  o f  members 1 
no i n d i c a t i o n  17
t o t a l  v o te s  c a s t  77
The l a r g e  number o f  "No I n d i c a t i o n "  b a l l o t s  w ere  c a s t  by 
p e o p le  who w ere  n o t  i n  th e  room when we d is c u s s e d  th e  is s u e  
o r  who v o te d  b e f o r e  th e  announcem ent.
O b v io u s ly ,  th e  members o f  Cordova E l e c t r i c  C o o p e r a t iv e  a r e  
w o r r ie d  ab o ut a t a k e o v e r  a t te m p t  and w ant t o  p r o t e c t  t h e i r  
c o o p e r a t iv e .
S i n c e r e l y ,

W. D. B e c h te l  
G e n e ra l  Manager
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Ak. V i l l a g e  E l e c t .  C o - o d  , _
4831 E a g le  S t .  ‘
Anchorage AK 99503
ATTN: V i i c e n t  T . Beans
Dear M r. Beans:
Our f i r m  has been re q u e s te d  by a m a jo r  U .S .  C o r p o ra t io n  t o  s e a rc h  f o r  
power f a c i l i t i e s  o r  companies th ro u g h o u t  A.laska t h a t  w ould  p e rh a p s  
c o n s id e r  s e l l i n g .
T h is  m a jo r  f i r m  i s  p r e s e n t l y  in v o lv e d  in  power and te le c o m m u n ic a t io n s  
th ro u g h o u t  th e  c o n tig u o u s  U n i te d  S t a t e s ,  South P a c i f i c ,  H a w a i i  and 
A la s k a .  They have u n l im i t e d  f i n a n c i a l  re s o u rc e s  in  a d d i t io n  t o  a v e r y  
v id e  range o f  t e c h n ic a l  p e rs o n n e l .
They have i n d ic a t e d  an i n t e r e s t  i n  a c q u i r in g  g e n e r a t io n  and power 
f a c i l i t i e s  r a n g in g  from  th e  s m a l le s t  t im b e r ,  m in in g  and f i s h i n g  
v i l l a g e s ,  t o  th o s e  o f  th e  m a jo r  s e r v ic e  a re a s  in  th e  s t a t e .  They have 
a l r e a d y  p urchased  some u t i l i t i e s  w i t h i n  t h i s  s u a te  and a re  lo o k in g  f o r  
m ore .

T h is  1 e n t e r  w i l l  be fo l lo w e d  by a p e rs o n a l  phone c a l l  t o  you w i t h i n  
th e  n e x t  s e v e r a l  w eeks. Should  y o u r o r g a n is a t io n  have an i n t e r e s t  in  
s e l l i n g  yo u r f a c i l i t y  o r  e n t e r in g  \n to  an o n - s i t e  management ag ree m e n t  
w h ere in  th e  day t o  day o p e r a t in g  r e s p o n s i b i l i t i e s  would be assumed by 
one o f  th e  o p e r a t in g  d i v is i o n s  o f  t h i s  m a jo r  c o r p o r a t io n ,  p le a s e  c a l l  
me a t  th e  number shown b e lo w . I  s h a l l  a s s i s t  you in  yo u r n e g o t ia t io n s  
w ith  them.
I f  you need f u r t h e r  in - d e p t h  in f o r m a t io n ,  p le a s e  f e e l  f r e e  to  c o n t a c t  
me.

S in c e r e ly ,

James L . (J im )  H en d e re r  
D ir e c to r - -C o m m e r c ia l  In v e s tm e n t  D i v i s i o n

! E R A -R e a ltv  r e n te r  
N—6400 H a r t z e i l  Rd. 

Anchorage, AK 99507 
Phone: (9 0 7 )  34 4 -0 5 0 1

8400 HARTZELL ROAD • ANCHORAGE, AK 99507 • 907-344-0501
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K O D I A K  ELECTRIC A5SOCIAIION. INC.

KOPIAtC, ALASKA 

( { S O L U T I O N

J 988 ANNUAL MEMBERSHIP MEETING 
MEMBERSHIP RESOLUTION

WHEREAS , t h e  E l e c t r i c  end T e le p h o n e  C o o p e r a t iv e  A c t
( A S 1 0 .2 5 ) ,  o r i g i n a l l y  e n a c te d  in  1 9 5 9 ,  i s  now 
o u td a te d  end nsa been eme ^ded In  ways w h ich  
pro du ced  I n t e r n a l  i n c o n s i s t e n c i e s ;  end

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

WHEREAS, Kodiak Electric Association, Inc. (KEA)
participated in  the ARECA study of AS 1 0 .2 5  and 
would benefit fro® the resulting proposed 

legislation; and

WHEREAS, HR 394 i s  th e  proposed  l e g i s l a t i o n  r e s u l t i n g  
f ro w  th e  ARECA e f f o r t ;

1 ,  The membership o f  KEA s u p p o r ts  th e  changes  
t o  AS 1 0 .2 5  p roposed  by  HB 3 9 4 ;  and

2 .  The mem bership o f  KEA b e l i e v e s  th e  r e q u ir e m e n t  
c o n ta in e d  in  HB 394 f o r  a t w o - t h l r d e  v o t e  
o f  th e  member a t o  a g re e  to  a t a k e o v e r  o f  
t h i s  c o o p e r a t iv e  i a  an  Im p o r t a n t  p r o t e c t i o n  
f o r  th e  members.

THEREFORE, BE IT RESOLVED



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

Comments from Alaska Rural Electric 
Cooperative Association (ARECA)

l u t c s d n E t i s n
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 Hi thin 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 Ian. 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 by Ians 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.

- 1 -



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 (IS)), 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, is 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_Insurance
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 (a) 
limits the liability; (b) authorizes the cooperative to indemnify 
the directorsf and (c) 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 

^U^J10. 05. 010 (g))^£&d for many non profit 
hospitals, publfcschools, and municipal

E S e d d ^ M e e tin g s
Board meetings could be conducted by teleconference (Sec. 12).

A similar provision is made for boards of business corporations 
(AS 10.05.199 (a)).

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 enacted in
19B2. Recent court decisions have cast some doubt 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 Ian the only 
penalty authorized is to void any action taken at a meeting not in 
compliance nith this section of the Ian. 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 ont Sale of Property
In addition to requiring a tno-thirds vote to sell a 

cooperative as discussed earlier, Section 19 clarifies the Ian 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_
L is ! l£ -3 D d _ P g H e r

The possible merger of the two utilities in the Juneau area has 
been under negotiation,off and on, for about 20 years. We 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 2 5 . ELECTRIC AND TELEPHONE COOPERATIVE ACT.

A r t i c l e  1 .  S u b s ta n t iv e  P r o v is io n s .
S ec . 1 0 .2 5 . 0 1 0 .  Powers o f  e l e c t r i c  o r  te le p h o n e  c o o p e r a t iv e .  

An e l e c t r i c  o r  te le p h o n e  c o o p e r a t iv e  may
(1 )  sue and be sued in  i t s  c o r p o r a t e  name;
(2 )  have p e r p e t u a l  e x is te n c e ;
( 3 )  ad o pt a c o r p o r a te  s e a l  and a l t e r  i t ;
( 4 )  c o n s t r u c t ,  buy , le a s e ,  o r  o th e r w is e  a c q u i r e ,  and e q u ip ,  

m a in t a in ,  and o p e r a t e ,  and s e l l ,  a s s ig n ,  co n vey , l e a s e ,  m ortg ag e , 
p le d g e ,  o r - o t h e r w is e  d is p o s e  o f  o r  encumber la n d s ,  b u i l d in g s ,  
s t r u c t u r e s ,  e l e c t r i c  o r te le p h o n e  l i n e s  o r  system s, f u e l  
t r a n s p o r t a t io n  and p ro d u c t io n  f a c i l i t i e s ; dams, p la n ts  and e q u ip ­
m ent, and any o th e r  r e a l  or p e rs o n a l  p r o p e r t y ,  t a n g i b le  or 
i n t a n g i b l e ,  which is  n e c e s s a ry ,  c o n v e n ie n t  o r  a p p r o p r ia t e  to  
ac co m p lish  th e  purpose f o r  which th e  c o o p e r a t iv e  is  o rg a n iz e d ;

(5 )  buy, l e a s e ,  o r o th e rw is e  a c q u i r e ,  and use , and e x e r c is e  
and s e l l ,  a s s ig n ,  co n vey , m o rtg ag e , p le d g e  o r  o th e rw is e  d isp o se  
o f  o r encumber f r a n c h is e s ,  r i g h t s ,  p r i v i l e g e s ,  l i c e n s e s  and ease ­
ments ;

(6 )  borrow  money and o th e rw is e  c o n t r a c t  in d e b te d n e s s ,  and 
is s u e  e v id e n c e s  o f  in d e b te d n e s s ,  and se cu re  th e  payment o f  the  
in d e b te d n e s s  by m o rtg ag e , p le d g e ,  o r  deed o f  t r u s t  o f ,  o r any 
o th e r  encumbrance upon i t s  r e a l  o r  p e rs o n a l  p r o p e r t y ,  a s s e ts ,  
f r a n c h is e s ,  o r re ven u e s ;

(7 )  c o n s t r u c t ,  m a in t a in ,  and o p e ra te  e l e c t r i c  t ra n s m is s io n  
and d i s t r i b u t i o n  l i n e s ,  o r  te le p h o n e  l i n e s  a lo n g ,  upon, under and 
acro ss  p u b l i c l y  owned lan d s  and p u b l ic  t h o r o u g h fa r e s ,  in c lu d in g ,  
w it h o u t  l i m i t a t i o n ,  a l l  ro a d s ,  h igh w ays , s t r e e t s ,  a l l e y s ,  b r id g e s  
and causeways;

(8 )  e x e r c is e  th e  power o f  em in en t dom ain;
1 (9 )  become a member o f  o th e r  c o o p e r a t iv e s  o r  c o r p o r a t io n s  o r  

own s to c k  in  th e m [ ; ]  o r e n te r  i n t o  j o i n t  v e n tu re s  w i t h o th e r  p e r ­
sons , c o o p e r a t iv e s , c o r p o r a t io n s ; th e  s t a t e  o r  a p o l i t i c a l  sub­
d i v i s i o n  t h e r e o f ;

(1 0 )  co n du ct i t s  b u s in ess  and e x e r c is e  i t s  powers in s id e  or 
o u t s id e  th e  s t a t e ;

(1 1 )  a d o p t ,  amend and r e p e a l  b y law s;
(1 2 )  make a l l  c o n t r a c ts  n e c e s s a ry ,  c o n v e n ie n t  o r a p p r o p r ia te  

f o r  th e  f u l l  e x e r c is e  o f  i t s  powers;
2 (1 3 )  d o n ate  f o r  th e  p u b l ic  w e l f a r e  o r  f o r  c h a r i t a b l e , s c ie n ­

t i f i c  o r e d u c a t io n a l  p u rp o s e s ;
(1 4 )  do and p e r fo rm  any o th e r  a c t  and t h i n g ,  and have and

e x e r c is e  any o th e r  power which may be n e c e s s a ry ,  c o n v e n ie n t  or 
a p p r o p r ia t e  to  acco m p lish  th e  purpose f o r  which th e  c o o p e r a t iv e  
i s  o r g a n iz e d .  (§  4 ( 1 )  ch 93 SLA 1959)
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Sec. 1 0 .2 5 .0 2 0 .  Powers o f  e l e c t r i c  c o o p e r a t iv e .  An e l e c t r i c  
c o o p e r a t iv e  may

(1 )  e i t h e r  j o i n t l y  or i n d i v i d u a l l y , g e n e r a t e ,  m a n u fa c tu re ,  
p la n  f o r , p u rc h a s e , a c q u i r e ,  accum ulate  and t r a n s m i t  e l e c t r i c  
e n erg y  and h e a t , and d i s t r i b u t e ,  s e l l ,  su p p ly  and d is p o s e  o f 
e l e c t r i c  en erg y  and h e a t  to  i t s  members, to  g o v e rn m e n ta l  agenc ies  
and p o l i t i c a l  s u b d iv is io n s ,  and to  o th e r  persons n o t exceed ing  10 
p e r  c e n t  o f  th e  number o f  i t s  members; how ever, a c o o p e r a t iv e  
w hich a c q u ire s  e x i s t i n g  e l e c t r i c  f a c i l i t i e s  may c o n t in u e  s e r v ic e  
to  [ rs o n s , no t in  excess o f  40 p e r  c e n t  o f  th e  number o f  i t s  
members, who a re  a l r e a d y  r e c e iv in g  s e r v ic e  from  th e s e  f a c i l i t i e s  
w it h o u t  r e q u i r i n g  them to  become members, and th e s e  persons may 
become members upon th e  terms as may be p r e s c r ib e d  in  th e  by law s;

• . ( 2 )  a s s i s t  persons to  whom e l e c t r i c  en erg y  i s  o r w i l l  be 
s u p p l ie d  by th e  c o o p e r a t iv e  in  w i r in g  t h e i r  p rem ises  and in  
a c q u i r in g  and i n s t a l l i n g  e l e c t r i c a l  and plum bing a p p l ia n c e s ,  
eq u ip m en t, f i x t u r e s  and a p p a ra tu s  by f in a n c in g  them , and in  con­
n e c t io n  w ith  th ese  s e r v ic e s  w ir e  o r have w ire d  th e  p re m is e s ,  and 
buy, a c q u i r e ,  l e a s e ,  s e l l ,  d i s t r i b u t e ,  i n s t a l l  and r e p a i r  
e l e c t r i c  and plum bing a p p l ia n c e s ,  eq u ipm en t, f i x t u r e s  and a p p a r­
a tu s  ;

(3 )  a s s i s t  persons to  whom e l e c t r i c  en erg y  is  o r  w i l l  be 
s u p p l ie d  by th e  c o o p e r a t iv e  in  c o n s t r u c t in g ,  e q u ip p in g ,  m a in ta in ­
in g  and o p e r a t in g  e l e c t r i c  c o ld  s to ra g e  o r  p ro c e s s in g  p la n ts  by 
f in a n c in g  them or o t h e r w is e [ . ] ;  and

(4 )  p a r t i c i p a t e  in  economic developm ent a c t i v i t i e s  in  the  
s e r v ic e  a re a  o f  th e  c o o p e r a t iv e . (§  4 (2 )  ch 93 SLA 1959)

S ec . 1 0 .2 5 . 0 3 0 .  Powers o f  te le p h o n e  c o o p e r a t iv e .  A 
te le p h o n e  c o o p e r a t iv e  may

(1 )  f u r n i s h ,  im prove and expand te le p h o n e  s e r v ic e  and 
r e l a t e d  te le c o m m u n ic a t io n s  s e r v ic e  to  i t s  members, and to  o th e r  
u sers  no t in  excess o f  10 p e rc e n t  o f  the  number o f  i t s  members; 
how ever, te le p h o n e  s e r v ic e  may be made a v a i l a b l e  by a c o o p e r a t iv e  
th ro u gh  in te r c o n n e c t io n  o f  f a c i l i t i e s  to  any number o f  s u b s c r ib ­
e rs  o f  o th e r  te le p h o n e  system s, and through pay s t a t i o n s  to  any 
number o f u s e rs ,  and a c o o p e r a t iv e  which a c q u ire s  e x is t i n g  
te le p h o n e  f a c i l i t i e s  may c o n t in u e  s e r v ic e  to  p e rs o n s ,  n o t  
ex ceed in g  40 p e rc e n t  o f  th e  number o f  i t s  members, who a re  
a l r e a d y  r e c e iv in g  s e r v ic e  from  the  f a c i l i t i e s  w i t h o u t  r e q u i r in g  
them to  become members, and th es e  persons may become members upon 
term s as may be p r e s c r ib e d  in  th e  b y law s;

(2 )  co n nec t and in te r c o n n e c t  i t s  te le p h o n e  l i n e s ,  f a c i l i t i e s  
o r  systems w ith  o th e r  te le p h o n e  l i n e s ,  f a c i l i t i e s  o r systems;

(3 )  make i t s  f a c i l i t i e s  a v a i l a b l e  to  persons f u r n is h in g  
te le p h o n e  s e r v ic e  in s id e  o r  o u ts id e  th e  s t a t e .  (§  4 ( 3 )  ch 93 
SLA 1959; am § 1 ch 136 SLA 1982)
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S ec. 1 0 .2 5 .0 4 0 .  Name. The name o f  a c o o p e r a t iv e  s ^ a l l  
in c lu d e  the words " e l e c t r i c "  o r  " te le p h o n e ,"  as a p p r o p r ia t e  to  
i t s  p u rp o se , and " c o o p e r a t iv e ,"  and the a b b r e v ia t io n  " i n c . "  The 
name o f  a c o o p e r a t iv e  s h a l l  be d i s t i n c t  from the  name o f  o th e r  
c o o p e r a t iv e s  o r c o rp o r a t io n s  o rg a n iz e d  under th e  laws o f  o r  
a u th o r iz e d  to  do bus iness  in  t h i s  s t a t e .  T h is  s e c t io n  does not 
a p p ly  to  a c o r p o r a t io n  which becomes s u b je c t  to  t h i s  c h a p te r  by 
co m p lian ce  w i t h  §§ 290 and 300 o r  600 o f  t h i s  c h a p te r  and which 
e l e c t s  to  r e t a i n  a c o rp o r a te  name which does not comply w ith  t h i s  
s e c t io n .  (§  5 ch 93 SLA 1959)

S ec . 1 0 . 2 5 . 0 5 0 .  In c o r p o r a t o r s .  F iv e  or more p erso n s , 
i n c lu d in g  c o o p e r a t iv e s ,  may o rg a n iz e  a c o o p e r a t iv e .  (§ 6 ch 93 
SLA 1959)

Sec. 1 0 .2 5 .0 6 0 .  A r t i c l e s  o f  in c o r p o r a t io n .  (a )  The a r t i c l e s  
o f  in c o r p o r a t io n  o f  a c o o p e r a t iv e  s h a l l  r e c i t e  t h a t  th e y  a re  e x e ­
c u te d  under t h i s  c h a p te r  and s h a l l  s t a t e

(1 )  th e  name o f th e  c o o p e r a t iv e ;
(2 )  the  address o f  i t s  p r i n c i p a l  o f f i c e ;
(3 )  the  names and th e  addresses o f  th e  in c o r p o r a to r s ;
(4 )  th e  names and addresses o f  i t s  d i r e c t o r s ;
(b )  The a r t i c l e s  may c o n ta in  any p r o v is io n s  n o t  in c o n s is t e n t  

w ith  t h is  c h a p te r  which a re  c o n s id e re d  n ecessary  o r a d v is a b le  f o r  
th e  conduct o f  i t s  b u s in e s s .  The a r t i c l e s  s h a l l  be s ig n ed  by 
each in c o r p o r a t o r  and acknowledged by a t  l e a s t  two o f  th e  in c o r ­
p o r a t o r s ,  o r on t h e i r  b e h a l f ,  i f  th e y  a re  c o o p e r a t iv e s .  I t  is
n o t n eces sary  to  r e c i t e  in  the  a r t i c l e s  th e  purpose f o r  which th e  
c o o p e r a t iv e  i s  o rg a n iz e d  o r  any o f  i t s  c o rp o r a te  pow ers . (§ 7 
ch 93 SLA 1959 )

Sec. 1 0 .2 5 . 0 7 0 .  B y law s. The board o f  d i r e c t o r s  s h a l l  adopt 
th e  f i r s t  bylaw s o f  a c o o p e r a t iv e  to  be adopted  f o l lo w in g  an 
in c o r p o r a t io n ,  c o n v e rs io n ,  m erger o r c o n s o l id a t io n .  T h e r e a f te r  
th e  d i s t r i c t  d e le g a te s  in  c o o p e ra t iv e s  h av ing  th r e e  o r  more 
d i s t r i c t s  t h a t  a re  n o t connected  by a road system to  a n o th e r  
d i s t r i c t  o f  th e  c o o p e r a t iv e  may a d o p t ,  amend, or r e p e a l  the  
bylaws by th e  a f f i r m a t i v e  v o te  o f  a m a jo r i t y  o f  th e  d i s t r i c t  
d e le g a te s  v o t in g  on th e  a d o p t io n ,  amendment, or r e p e a l  a t  a 
m eetin g  o f  th e  d i s t r i c t  d e le g a t e s .  In  a l l  o th e r  c o o p e ra t iv e s  th e  
members s h a l l  a d o p t ,  amend, o r r e p e a l  th e  bylaws by th e  a f f i r ­
m a t iv e  v o te  o f  a m a jo r i t y  o f  th e  members v o t in g  on th e  a d o p t io n ,

5 amendment, o r  r e p e a l^  [ e i t h e r  a t  a m eeting  o f  th e  members or by 
m a i l  b a l l o t  w i t h o u t  a m e e t in g . ]  The bylaws s h a l l  s e t  o u t the  
r i g h t s  and d u t ie s  o f members, d i s t r i c t  d e le g a t e s ,  and d i r e c t o r s  
and may c o n ta in  o th e r  p r o v is io n s  f o r  the  r e g u la t io n  and manage­
ment o f  th e  a f f a i r s  o f  th e  c o o p e r a t iv e  c o n s is t e n t  w ith  t h is  
c h a p te r  o r w i t h  th e  a r t i c l e s  o f  in c o r p o r a t io n  o f  th e  c o o p e r a t iv e .  
(§  8 ch 93 SLA 1959; am § 1 ch 136 SLA 1968; am § 1 ch 120 SLA 
] 986)
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Sec. 1 0 . 2 5 . 0 8 0 .  Members. Each in c o r p o r a t o r  o f  a c o o p e ra t iv e  
s h a l l  be a member o f  th e  c o o p e r a t iv e  or o f  a n o th e r  c o o p e ra t iv e  
t h a t  is  a member o f ' i t .  No person  may become a member unless  
t h a t  person ag re e s  to  use e l e c t r i c  e n e rg y ,  o r  te le p h o n e  s e r v ic e ,  
o r  o th e r  s e r v ic e s  f u r n is h e d  by th e  c o o p e r a t iv e  when th e y  a re  made 

19 a v a i l a b l e  th ro u g h  i t s  f a c i l i t i e s .  The bylaws may r e q u i r e  mem­
b e rs h ip  as a c o n d i t io n  o f o b t a in in g  s e r v ic e  from th e  c o o p e r a t iv e . 
Membership in  a c o o p e r a t iv e  i s  n o t  t r a n s f e r r a b l e , e x c e p t  as p ro ­
v id e d  in  th e  b y la w s . The bylaw s may p r e s c r ib e  a d d i t i o n a l  q u a l i ­
f i c a t i o n s  and l i m i t a t i o n s  on m em bership. The bylaws may p ro v id e  

6 f o r  th e  t e r m in a t io n  o r  suspension  o f  m em bership, p ro v id e d  t h a t  no
membership may be te rm in a te d  u n le s s  th e  p ro ced ures  f o r  t e r ­
m in a t io n  a re  c o n ta in e d  in  th e  b y la w s . (§  9 ch 93 SLA 1959; am
§ 1 ch 66 SLA 1982)

Sec. 1 0 .2 5 . 0 9 0 .  M e e tin g s  o f  members. (a )  An an n u a l m eeting  
o f  th e  members o f  a c o o p e r a t iv e  s h a l l  be h e ld  a t  th e  tim e and 
p la c e  p ro v id e d  in  th e  b y law s . An a n n u a l m eeting  o f  th e  members 
o f  a c o o p e r a t iv e  which has been d iv id e d  i n t o  d i s t r i c t s  as p ro ­
v id e d  f o r  in  § 190 o f  t h i s  c h a p te r  may c o n s is t  o f  s e p a ra te  annual 
m eeting s  o f  th e  members o f  each d i s t r i c t .

(b )  S p e c ia l  m eeting s  o f  th e  members or d i s t r i c t  d e le g a te s  
may be c a l l e d  by a m a j o r i t y  o f  the  board o f  d i r e c t o r s  o r by not 
le s s  than 10 p e r  c e n t  o f  a l l  members o r  10 p e r  c e n t  o f  a l l  
d i s t r i c t  d e le g a t e s .  A s p e c ia l  m eeting  o f  th e  members o f  a 
c o o p e r a t iv e  w hich  has been d iv id e d  i n t o  d i s t r i c t s  as p ro v id e d  f o r  
i n  § 190 o f  t h i s  c h a p te r  may c o n s is t  o f  s e p a ra te  s p e c ia l  m eetings  
o f  th e  members o f  each d i s t r i c t .

(c )  An a n n u a l m eeting  o f  d i s t r i c t  d e le g a te s  o f  a c o o p e ra t iv e  
s h a l l  be h e ld  a t  th e  t im e  and p la c e  p ro v id e d  in  th e  b y law s.
(§  1 0 (1 )  (2 )  ch 93 SLA 1959; am § 2 ch 136 SLA 1968)

Sec. 1 0 .2 5 . 1 0 0 .  N o t ic e  o f  m e e t in g s .  Except as o th e rw is e  
p ro v id e d  in  t h i s  c h a p te r ,  w r i t t e n  n o t ic e  s t a t i n g  th e  t im e  and 

7 p la c e  o f  [e a c h ]  th e  an n ua l m ee tin g  o f  th e  members or d i s t r i c t
d e le g a te s  [a n d ,  in  th e  case o f  a s p e c ia l  m e e t in g ,  the purpose or 
purposes f o r  w hich  th e  m eeting  is  c a l l e d , ]  s h a l l  be g iv e n  to each 
member o r d i s t r i c t  d e le g a t e ,  e i t h e r  p e r s o n a l ly  or by m a i l ,  not 
le s s  than 20 days nor more th an  40 days b e fo re  th e  d a te  o f  the  
m e e t in g .  N o t ic e  o f  a s p e c ia l  m ee tin g  o f  t h e members, to g e th e r  
w ith  n o t ic e  o f  th e  purpose or purposes f o r  which th e  m eeting  is  

7 c a l l e d , s h a l l  be g iv e n  to  each member o r  d i s t r i c t  d e le g a t e ,
e i t h e r  p e r s o n a l ly  o r b£ m a i l , n o t  le s s  than  90 days nor more than  
120 days b e fo re  th e  d a te  o f  th e  m e e t in g .  I f  m a i le d ,  n o t ic e  is  
c o n s id e re d  g iv e n  when i t  i s  d e p o s ite d  in  th e  U n ite d  S ta te s  m a il 
w it h  p ostage p re p a id  addressed  to  th e  member o r  d i s t r i c t  d e le g a te  
a t  h is  address  as i t  appears  on th e  re c o rd s  o f  th e  c o o p e r a t iv e .
(§  1 0 (3 )  ch 93 SLA 1959? am § 3 ch 136 SLA 1968)
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Sec. 1 0 .2 5 . 1 1 0 .  Quorum re q u ir e m e n ts .  ( a )  U nless  th e  bylaws 
p r e s c r ib e  th e  p resence  o f  a g r e a t e r  p e rc e n ta g e  o r  number o f  the  
members f o r  a quorum, a quorum f o r  th e  t r a n s a c t i o n  o f  business a t  
a l l  m eetings o f  th e  members o f a c o o p e r a t iv e  o r  th e  members o f  a 
d i s t r i c t  o f  a c o o p e r a t iv e  h av in g  no t more th a n  1 ,0 0 0  members is
f i v e  p e r  c e n t  o f  a l l  members, p re s e n t  in  p e rs o n ,  and a quorum f o r
th e  t r a n s a c t io n  o f  b us iness o f  th e  members o f  a c o o p e r a t iv e  or 
the  members o f  a d i s t r i c t  o f  a c o o p e r a t iv e  h a v in g  more than 1 ,0 0 0  
members is  50 members, p re s e n t  in  p e rs o n . I f  le s s  than  a quorum 
i s  p re s e n t  a t  a m e e t in g ,  a m a j o r i t y  o f  th o s e  p re s e n t  in  person 
may a d jo u rn  th e  m eeting  from  t im e  to  t im e  w i t h o u t  f u r t h e r  n o t ic e .

(b )  U nless  th e  bylaws p r e s c r ib e  th e  p rese n c e  o f  a g r e a t e r
p e rc e n ta g e  o f  th e  d i s t r i c t  d e le g a te s  f o r  a quorum, a quorum f o r
th e  t r a n s a c t io n  o f  bus iness a t  a l l  m e e tin g s  o f  th e  d i s t r i c t  d e l e ­
g a tes  o f  a c o o p e r a t iv e  is  25 p er c e n t  o f  a l l  d i s t r i c t  d e le g a te s .
(S 1 0 (4 )  ch 93 SLA 1959; am § 4 ch 136 SLA 19 68 )

Sec. 1 0 .2 5 . 1 2 0 .  V o t in g .  Each member i s  e n t i t l e d  to  one vo te
on each m a t te r  s u b m it te d  to  a v o te  [ ( 1 )  a t  a m ee tin g  o f  the  mem­
bers or (2 )  by m a i l  b a l l o t  p e r m it te d  by AS 1 0 . 2 5 . 0 7 0 ] .  Each 
member o f  a d i s t r i c t  is  e n t i t l e d  to  one v o te  on each m a t te r  sub­
m it te d  to  a v o te  a t  a d i s t r i c t  m e e t in g .  A member i s  n o t e n t i t l e d  
to  v o te  bv p ro x y .  V o t in g  [ a t  a m ee tin g  s h a l l  be in  p e rso n , b u t ] ,  
i f  the  bylaws so p r o v id e ,  may [ a ls o ]  be by m a i l .  (§  1 0 (5 )  ch 93 
SLA 1959; am § 2 ch 136 SLA 1982; am § 2 ch 120 SLA 1986)

Sec. 1 0 .2 5 . 1 2 5 .  Record d a t e .  To d e te rm in e  th e  members 
e n t i t l e d  to  n o t ic e  o f  a m eeting  o f  th e  members, o r to  v o te  on a
m a t te r  which is  to  be s u b m itte d  to  a v o te  o f  th e  members, or in
o rd e r  to  make a d e te r m in a t io n  o f  members f o r  any o th e r  p ro per  
p u rp o s e, th e  board o f  d i r e c t o r s  may f i x  in  advance a d a te  as th e  
re co rd  d a te  f o r  th e  d e te rm in a t io n  o f  members. I f  no re co rd  d a te  
is  f i x e d  f o r  th e  d e te r m in a t io n  o f  members e n t i t l e d  to  n o t ic e  o f  a 
m eeting  o f  members o r to  v o te  on a m a t te r  w h ich  is  to  be sub­
m i t te d  to  a v o te  o f  th e  members, the  d a te  on which n o t ic e  o f the  
m eeting  is  f i r s t  m a i le d  o r not i c e  o f  m a i l  v o t in g  is  f i r s t  m a i le d , 
is  th e  re c o rd  d a te  f o r  the  d e te r m in a t io n  o f  members. When a 
d e te rm in a t io n  o f  members e n t i t l e d  to  v o te  a t  a m eeting  o f  members 
is  made, th e  d e te r m in a t io n  ap p l ie s  to  an a d jo u rn m e n t o f  the  
m e e t in g .

Sec . 1 0 .2 5 . 1 3 0 .  W aiver o f  n o t i c e .  A p e rso n  e n t i t l e d  to  
n o t ic e  o f  a m ee tin g  may w aive  n o t ic e  in  w r i t i n g  e i t h e r  b e fo re  o r  
a f t e r  th e  n e e t in g .  A tten dance  a t  a m e e t in g  i s  a w a iv e r  o f n o t ic e  
o f  th e  m e e t in g ,  u n le s s  th e  person a t te n d s  s o l e l y  to  o b je c t  to  th e  
t r a n s a c t io n  o f  b us iness  because th e  m e e t in g  has not been l e g a l l y  
c a l l e d  or convened. (§ 11 ch 93 SLA 19 59 )



10

11

Sec . 1 0 .2 5 . 1 4 0 .  Board o f  d i r e c t o r s .  The b u s in es s  o f  a 
c o o p e r a t iv e  s h a l l  be managed by a board o f  n o t  le s s  th an  f i v e  
d i r e c t o r s ,  each o f  whom s h a l l  be a member o f  th e  c o o p e r a t iv e  or 
o f  a n o th e r  c o o p e r a t iv e  which i s  a member o f  i t .  The bylaws s h a l l  
p r e s c r ib e  th e  number o f  d i r e c t o r s ,  t h e i r  q u a l i f i c a t i o n s  o th e r  
th a n  tho se  p r e s c r ib e d  in  t h i s  c h a p te r ,  and th e  manner o f  h o ld in g  
m e e tin g s  o f  th e  board o f  d i r e c t o r s  and o f  e l e c t i n g  successors  to  
d i r e c t o r s  who r e s ig n ,  d i e ,  o r a re  o th e rw is e  in c a p a b le  o f  a c t i n g .  
The bylaws may p ro v id e  f o r  th e  rem oval f o r  cause o f  d i r e c t o r s  
from  o f f i c e  and f o r  th e  e l e c t i o n  o f  t h e i r  s u c c e s s o rs .  D i r e c to r s  
s h a l l  n o t  r e c e iv e  s a l a r i e s  f o r  th e  s e rv ic e s  as d i r e c t o r s  and, 
e x c e p t  in  e m e rg e n c ie s , s h a l l  n o t  r e c e iv e  s a l a r i e s  f o r  t h e i r  s e r ­
v ic e s  in  any o th e r  c a p a c i ty  w i th o u t  th e  a p p ro v a l  o f  th e  members. 
The bylaw s may, how ever, p r e s c r ib e  a f i x e d  fe e  f o r  each day o f  
a t te n d a n c e  a t  m eeting s  w h i le  o f f i c i a l l y  r e p r e s e n t in g  the co o pera­
t i v e  [ f o r  a t te n d a n c e  a t  each m eeting  o f  the  board o f  d i r e c t o r s ]  
and may p ro v id e  f o r  in s u ra n c e  and re im bursem ent o f  a c t u a l  
expenses in c u r r e d  w h i le  p e r fo rm in g  t h e i r  d u t ie s  as d i r e c to r s  [o f  
a t t e n d a n c e ] .  (§  1 2 (1 )  ch 93 SLA 1959)

12 S ec . 1 0 . 2 5 . 1 4 5 .  L i a b i l i t y  and in d e m n i f ic a t io n  o f  o f f i c e r s ,
d i r e c t o r s , employees and a g e n ts : In s u ra n c e . ( a ) A d i r e c t o r ,
o f f i c e r , employee o r ag en t o f  the  c o o p e r a t iv e  is  no t i n d i v i d u a l l y  
l i a b l e  f o r  any a c t i o n , in a c t io n  o r  om ission  e x c e p t  f o r  any 
a c t i o n , in a c t i o n  or om ission  which the  d i r e c t o r ,  o f f i c e r , 
em ployee or a g e n t  d id  no t re a s o n a b ly  b e l ie v e  to  be in  o r  not 
opposed to  th e  b e s t  i n te r e s t s  o f  th e  c o o p e r a t iv e .

“ 'k ' ( b ) U nless p r o h ib i t e d  by th e  a r t i c l e s  o f  in c o r p o r a t io n  or
b y la w s , th e  c o o p e r a t iv e  s h a l l  in d e m n ify  a d i r e c t o r ,  o f f i c e r ,  
em ployee o r  a g en t o f  th e  c o o p e r a t iv e , or a person who is  or was 
s e r v in g  a t  th e  re q u e s t  o f  th e  c o o p e r a t iv e  as a d i r e c t o r , o f f i c e r , 
em ployee or a g en t o f  a n o th e r  c o o p e r a t iv e  c o r p o r a t io n , j o i n t  ven­
t u r e  , t r u s t  o r  o th e r  e n t e r p r i s e , who is  a p a r t y  o r  _is th re a te n e d  
to  be made a p a r t y  to  a t h r e a t e n e d , pending o r  co m ple ted  a c t io n  
o r p r o c e e d in g , w heth er c i v i l , . c r i m i n a l , a d m i n i s t r a t i v e  or 
i n v e s t i g a t i v e , a g a in s t  expenses ( in c lu d in g  a t t o r n e y  f e e s ) ,  
ju d g m e n ts , f i n e s , and amounts p a id  in  s e t t le m e n t  a c t u a l l y  and 
re a s o n a b ly  in c u r r e d  by him in  co n n ec tio n  w ith  th e  d e fe n s e , 
s e t t l e m e n t ,  a c t io n  o r p ro c e e d in g , ex cep t f o r  any a c t i o n , in a c t io n  
o r o m iss io n  which th e  d i r e c t o r , o f f i c e r , employee o r  a g en t d id  
n o t  re a s o n a b ly  b e l ie v e  to  be in  o r not opposed to  th e  b e s t  
i n t e r e s t s  o f  th e  c o o p e r a t iv e , an d , w ith  r e s p e c t  to  a c r im in a l  
a c t io n  o r p ro c e e d in g ,  had no re a s o n a b le  cause to  b e l i e v e  h is  con­
d u c t  was u n la w f u l .

( c ) A c o o p e r a t iv e  may purchase and m a in ta in  in s u ra n c e  on 
b e h a l f  o f  a d i r e c t o r , o f f i c e r , employee or a g en t o f  th e  coopera­
t i v e  , o r who is  o r was s e rv in g  a t  th e  re q u e s t  o f  th e  c o o p e ra t iv e  
as a d i r e c t o r , o f f i c e r , employee o r  ag en t o f  a n o th e r  c o o p e ra t iv e  
c o r p o r a t i o n , j o i n t  v e n t u r e , t r u s t  o r o th e r  e n t e r p r is e  a g a in s t  any 
l i a b i l i t y  a s s e r te d  a g a in s t  him and in c u r re d  by him in  such a
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i2 (c) c a p a c i t y , o r a r i s i n g  o u t  o f  h is  s ta tu s  as s u c h , w h e th er  o r not
cont'd the  c o o p e r a t iv e  would have th e  power to  in d e m n ify  him a g a in s t  the  

l i a b i l i t y  under t h e . p r o v is io n s  o f  t h is  s e c t io n .
Sec. 1 0 .2 5 .1 5 0 .  Term o f  o f f i c e  o f  d i r e c t o r s .  The d i r e c t o r s  

o f  a c o o p e r a t iv e  named in  a r t i c l e s  o f  i n c o r p o r a t io n ,  con­
s o l i d a t i o n ,  m erger o r  c o n v e rs io n  h o ld  o f f i c e  u n t i l  th e  n e x t  
an n u a l m eeting  o f  th e  members and u n t i l  t h e i r  successo rs  a re  

5 e le c t e d  and q u a l i f y .  [A t  each annual m e e t in g ,  o r  in  case of
f a i l u r e  to  h o ld  th e  a n n u a l m eeting  as s p e c i f i e d  in  th e  by law s , a t  
a s p e c ia l  m eeting  c a l l e d  f o r  t h a t  p u rp o se , th e  members s h a l l  
e l e c t  d i r e c t o r s  to  h o ld  o f f i c e  u n t i l  th e  n e x t  an n u a l m eeting  o f 
th e  members, e x c e p t  as o th e rw is e  p ro v id e d  in  t h i s  c h a p t e r . ]  Erch 
d i r e c t o r  ho lds  o f f i c e  f o r  th e  term  f o r  which he is  e le c t e d  and 
u n t i l  h is  successor is  e le c t e d  and q u a l i f i e s .  (§  1 2 (2 )  ch 93 SLA 
1959 )

Sec. 1 0 .2 5 . 1 6 0 .  S ta g g e re d  terms o f  o f f i c e  f o r  d i r e c t o r s .  
In s te a d  o f  e l e c t i n g  a l l  d i r e c t o r s  a n n u a l ly ,  th e  bylaws may p ro ­
v id e  t h a t  d i r e c t o r s  s h a l l  be e le c te d  f o r  term s r a t  to  exceed  
t h r e e  y e a rs ,  o r  u n t i l  t h e i r  successors a re  e le c te d  and q u a l i f y ,  
and t h a t  th e  terms o f  d i r e c t o r s  s h a l l  be s ta g g e re d  so t h a t  one- 
t h i r d  o f  th e  d i r e c t o r s ,  o r  a number as c lo s e  to  o n e - t h i r d  as 

5 p o s s ib le ,  s h a l l  be e le c t e d  each y e a r  [ a t  each an n u a l m e e t in g ] .
(§  1 2 (3 )  ch 93 SLA 1959)

Sec . 1 0 .2 5 . 1 7 0 .  Quorum o f  b o a rd . A m a j o r i t y  o f  th e  board o f  
d i r e c t o r s  c o n s t i t u t e s  a quorum. (§  1 2 (4 )  ch 93 SLA 19 59 )

Sec. 1 0 .2 5 .1 7 5 .  Board m eeting s  open; e x c e p t io n s .  ( a )  A 
m ee tin g  o f  th e  board o f  d i r e c t o r s  may be a t te n d e d  by members o f  
th e  c o o p e r a t iv e .  E xcep t when v o ic e  vo te s  a re  a u t h o r i z e d ,  a vo te  
s h a l l  be conducted in  such a manner t h a t  th e  members may know the  

14(c) v o te  o f  each person e n t i t l e d  to  v o te .  For purposes o f  t h i s  sec­
t io n  , a m eeting  is  d e f in e d  as a m eeting  a t  which t h e r e  occurs the  
d e l ib e r a t i o n s  o f  a t  l e a s t  th e  number o f  i n d i v i d u a l  d i r e c t o r s  
r e o u i r e d  to  ta k e  a c t io n  on b e h a l f  o f  th e  c o o p e r a t iv e .

13 The board o f  d i r e c t o r s  may conduct a m ee tin g  by com municating
s im u lta n e o u s ly  w ith  each o th e r  by means o f  c o n fe re n c e  te lep h o n es  
or s i m i l a r  com m unications eq u ipm en t.

(b )  I f  e x cep ted  s u b je c ts  a re  to  be d is c u s s e d  a t  a m e e t in g , 
th e  m eeting  must f i r s t  be convened as a r e g u la r  o r  s p e c ia l  
m ee tin g  and th e  q u e s t io n  o f  h o ld in g  an e x e c u t iv e  s e s s io n  to  
d is c u s s  m a t te rs  t h a t  come w i t h i n  th e  e x c e p t io n s  c o n ta in e d  in  (c )  
o f  t h i s  s e c t io n  s h a l l  be d e te rm in e d  by a m a j o r i t y  v o te  o f  the  
b o a rd .  No s u b je c ts  may be co n s id e re d  a t  th e  e x e c u t iv e  session  
e x c e p t  those m entioned  in  th e  motion c a l l i n g  f o r  th e  e x e c u t iv e  
se s s io n  u n less  a u x i l i a r y  to  th e  main q u e s t io n .  No fo rm a l  a c t io n  
may be taken  d u r in g  th e  e x e c u t iv e  s e s s io n .
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1 4 ( a )

1 4 ( b )

4

(c )  The f o l lo w in g  e x c e p te d  s u b je c ts  may be d is c u s s e d  in  an 
e x e c u t iv e  s e s s io n :

(1 )  m a t te r s  th e  im m edia te  knowledge o f  w hich  would c l e a r l y  
have an a d v e rs e  e f f e c t  on th e  f in a n c e s  o f  th e  c o o p e r a t iv e ;

(2 )  s u b je c ts  t h a t  te n d  to  p r e ju d ic e  th e  r e p u t a t i o n  and 
c h a r a c te r  o f  a p e rso n ; how ever, the  person may re q u e s t  a p u b l ic  
d is c u s s io n ;

(3 )  m a t te r s  d is c u s s e d  w ith  an a t t o r n e y  f o r  th e  c o o p e r a t iv e ,  
th e  im m edia te  knowledge o f  which co u ld  have an ad verse  e f f e c t  on 
th e  l e g a l  p o s i t io n  o f  th e  c o o p e r a t iv e  I . ]j_

(4 )  l a b o r  n e g o t i a t i o n s ;
(5 )  p e rs o n n e l  m a t t e r s ;
( 6) m a t te r s  s p e c i f i c a l l y  exempted fro m  d is c lo s u r e  by s t a t ­

u te  , th e  a r t i c l e s  o f  in c o r p o r a t io n  o r  b y la w s ;
(7 )  b i d s , t ra d e  s e c r e ts  o r  o th e r  c o n f i d e n t i a l  com m ercia l 

i n f o r m a t i o n ;
(8 )  in fo r m a t io n  c o n c e rn in g  a member 1s payment h i s t o r y , 

c r e d i t w o r t h in e s s  o r o u ts ta n d in g  accounts w i t h  th e  c o o p e r a t iv e ;
(9 )  d is c u s s io n  o f  l i t i g a t i o n  by or a g a in s t  th e  c o o p e r a t iv e .
(d )  N o t ic e  s h a l l  be g iv e n  f o r  a l l  r e g u l a r  o r  s p e c ia l  

m eetings o f  th e  board o f  d i r e c t o r s  as p ro v id e d  in  th e  bylaws o f  
th e  c o o p e r a t iv e .

[ ( e )  A c t io n  ta k e n  c o n t r a r y  to  t h is  s e c t io n  is  v o i d . ]
( e ) Any member a f f e c t e d  by a c t io n  ta k e n  c o n t r a r y  to  t h i s  

s e c t io n  may commence a s u i t  in  the  s u p e r io r  c o u r t , and th e  c o u r t  
may o rd e r  such e q u i t a b l e  r e l i e f  as i t  deems a p p r o p r ia t e  in  the  
c irc u m s ta n c e s . A c t io n  taken  c o n t r a r y  to  t h i s  s e c t io n  s h a l l  not
be vo id ed  i f  o th e r  e q u i t a b l e  r e l i e f  is  a v a i l a b l e .  (§  3 ch 136
SLA 1982)

Sec. 1 0 .2 5 . 1 8 0 .  G e n e ra l  powers o f  b o a rd .  The board o f  
d i r e c t o r s  may e x e r c is e  a l l  o f  th e  powers o f  a c o o p e r a t iv e  n o t  
c o n fe r r e d  upon the  members by t h i s  c h a p te r ,  i t s  a r t i c l e s  o f  
i n c o r p o r a t io n  o r i t s  b y la w s . (§  1 2 (5 )  ch 93 SLA 1959)

Sec. 1 0 . 2 5 . 1 9 0 .  D i s t r i c t s .  The bylaw s may p ro v id e  f o r  th e
d i v i s i o n  o f  th e  t e r r i t o r y  se rv e d  o r to  be se rved  by a c o o p e r a t iv e  
i n t o  two o r  more d i s t r i c t s  f o r  any p u rp o se , in c lu d i n g ,  w ith o u t  
l i m i t a t i o n ,  th e  n o m in a t io n  and e le c t i o n  o f  d i r e c t o r s  and th e  
e l e c t i o n  and f u n c t io n in g  o f  d i s t r i c t  d e le g a t e s .  These d e le g a t e s ,  
who s h a l l  be members, may nom inate  and e l e c t  d i r e c t o r s .  The 
bylaws s h a l l  p r e s c r ib e  th e  b o u n d a ries  o f  th e  d i s t r i c t s ,  o r th e  
manner o f  e s t a b l i s h i n g  th e  b o u n d a r ie s ,  and th e  manner o f  changing  
th e  b o u n d a r ie s ,  and th e  manner in  which th e  d i s t r i c t s  f u n c t io n .
No member a t  any d i s t r i c t  m ee t in g  and no d i s t r i c t  d e le g a te  a t  any 
m eetin g  may v o te  by p ro x y  o r  by m a i l .  H ow ever, th e  e l e c t i o n  o f  
d i r e c t o r s  s h a l l  be by m a i l  u n le s s  th e  bylaw s p ro v id e  o th e r w is e .
(§  13 ch 93 SLA 3959; am § 4 ch 136 SLA 19 8 2 )
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Sec. 1 0 .2 5 . 2 0 0 .  O f f i c e r s .  The o f f i c e r s  o f  a c o o p e r a t iv e  a re  
a p r e s id e n t ,  a v ic e  p r e s id e n t ,  a s e c r e t a r y  and a t r e a s u r e r .  The 
o f f i c e r s  s h a l l  be e le c te d  a n n u a l ly  by th e  board  o f  d i r e c t o r s  from  
among i t s  members. When a person  h o ld in g  an o f f i c e  ceases to  be 
a d i r e c t o r ,  he ceases to  h o ld  o f f i c e .  The o f f i c e s  o f  s e c r e t a r y  
and o f  t r e a s u r e r  may be h e ld  by th e  same p e rs o n . The board o f  
d i r e c t o r s  may e l e c t  o r  a p p o in t  such o th e r  o f f i c e r s ,  a g e n ts ,  o r  
employees as i t  c o n s id e rs  n e c e s s a ry  o r  a d v is a b le  and s h a l l  
p r e s c r ib e  t h e i r  powers and d u t i e s .  An o f f i c e r  may be removed 
from  o f f i c e  and h is  su ccesso r e le c t e d  in  the  manner p r e s c r ib e d  in  
th e  b y law s. (§  14 ch 93 SLA 1959 )

Sec. 1 0 .2 5 .2 1 0 .  Amendment o f  a r t i c l e s  o f  i n c o r p o r a t i o n .  A 
c o o p e r a t iv e  may amend i t s  a r t i c l e s  o f  in c o r p o r a t io n  as f o l lo w s ,  
e x c e p t  t h a t  i t  may change th e  l o c a t i o n  o f  i t s  p r i n c i p a l  o f f i c e  in  
th e  manner s e t  o u t  in  § 230 o f  t h i s  c h a p te r .

(1 )  The proposed amendment s h a l l  be p re s e n te d  to  a m eeting  
o f  th e  members o r  d i s t r i c t  d e le g a te s  and th e  n o t ic e  o f  th e  
m eeting  s h a l l  s e t  o u t  o r have a t ta c h e d  to  i t  th e  proposed amend­
m ent.

(2 )  I f  th e  proposed amendment, w ith  any changes , is  approved  
by the  a f f i r m a t i v e  v o te  o f  no t le s s  than t w o - t h i r d s  o f  those  mem­
b ers  or d i s t r i c t  d e le g a te s  v o t in g  on i t ,  th e  p r e s id e n t  o r v ic e  
p r e s id e n t  s h a l l  e x e c u te  and acknowledge a r t i c l e s  o f  amendment on
b e h a l f  o f  th e  c o o p e r a t iv e  and th e  s e c r e t a r y  s h a l l  a f f i x  and
a t t e s t  to  the  s e a l  o f  th e  c o o p e r a t iv e .  (§  15 ch 93 SLA 1959;
am § 5 ch 136 SLA 1968)

Sec. 1 0 .2 5 . 2 2 0 .  C o n ten ts  o f  a r t i c l e s  o f  amendment. ( a )  The 
a r t i c l e s  o f  amendment s h a l l  r e c i t e  t h a t  th e y  a r e  e x e c u te d  under 
t h i s  c h a p te r  and s h a l l  s t a t e

(1 )  th e  name o f  th e  c o o p e r a t iv e :
(2 )  the  ad d ress  o f  i t s  p r i n c i p a l  o f f i c e ;
(3 )  the  amendment to  i t s  a r t i c l e s  o f  in c o r p o r a t i o n .
(b )  The p r e s id e n t  o r  v ic e  p r e s id e n t  e x e c u t in g  th e  a r t i c l e s  

o f  amendment s h a l l  make and annex to  them an a f f i d a v i t  s t a t in g  
t h a t  th e  p r o v is io n s  o f  t h i s  s e c t io n  re g a rd in g  th e  amendment were 
com plied  w i t h .  (§  15 ch 93 SLA 1959)

Sec. 1 0 .2 5 . 2 3 0 .  Change o f  l o c a t io n  o f  p r i n c i p a l  o f f i c e .  A 
c o o p e r a t iv e  may, upon a u t h o r i z a t i o n  o f  i t s  board o f  d i r e c t o r s  o r  
i t s  members, change th e  lo c a t i o n  o f  i t s  p r i n c i p a l  o f f i c e  by 
f i l i n g  a c e r t i f i c a t e  r e c i t i n g  th e  change o f  p r i n c i p a l  o f f i c e ,  
execu ted  and acknowledged by i t s  p r e s id e n t  o r v ic e  p r e s id e n t  
under i t s  s e a l ,  a t t e s t e d  by i t s  s e c r e t a r y ,  in  th e  o f f i c e  o f  th e  
com m issioner. (§ 16 ch 93 SLA 1959)
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Sec. 1 0 .2 5 . 2 3 5 .  M em ber's r i g h t  to  exam ine bow ~ and r e c o r d s .
A member o f  a c o o p e r a t iv e  may, a t  a re a s o n a b le  t im e  ind f o r  a
p ro p e r  p u rp o se , exam ine and make c o p ie s  o f  th e  books, and re co rd s  
o f  th e  c o o p e r a t iv e  a t  th e  p r i n c i p a l  o f f i c e  o f  th e  c o o p e r a t iv e .
The c o o p e r a t iv e  may ch arg e  a member an amount e q u a l to  th e  a c t u a l  
c o s t  o f  d u p l i c a t in g  documents re q u e s te d  under t h i s  s e c t io n .  The 

^ ( d )  c o o p e r a t iv e  may w i t h h o ld  books and re c o rd s  c o n c e rn in g  s u b je c ts  
which mav be d isc u s s e d  in  e x e c u t iv e  s e s s io n  as s o e c i f i e d  in
AS 1 0 . 2 5 . 1 7 5 ( c ) . (§  3 ch 136 SLA 1982)

A r t i c l e  2 .  M erg er and C o n s o l id a t io n .
Sec. 1 0 .2 5 . 2 4 0 .  M e rg e r .  One o r  more c o o p e r a t iv e s ,  each 

h e r e i n a f t e r  d e s ig n a te d  "m erging c o o p e r a t iv e , "  may merge in t o  
a n o th e r  c o o p e r a t iv e ,  h e r e i n a f t e r  d e s ig n a te d  " s u r v iv in g  
c o o p e r a t iv e , "  by co m p ly in g  w i t h  th e  f o l lo w in g  re q u ire m e n ts .

(1 )  The p r o p o s i t io n  f o r  th e  m erger o f  th e  m erging co o pera ­
t i v e s  in t o  th e  s u r v iv in g  c o o p e r a t iv e  and proposed a r t i c l e s  o f

15 m erger s h a l l  be s u b m it te d  to  [a  m eetin g  o f ]  th e  members o f  each
m erging c o o p e r a t iv e  and o f  th e  s u r v iv in g  c o o p e r a t iv e .  The n o t ic e  

15 [ o f  th e  m e e t in g ]  s h a l l  have a t ta c h e d  to i t  a copy o f  th e  proposed
a r t i c l e s  o f  m e rg er .

(2 )  I f  th e  proposed m erger and the  proposed a r t i c l e s  o f  
m e rg e r ,  w ith  any amendments, a re  approved by th e  a f f i r m a t i v e  v o te  
o f  n o t le s s  than t w o - t h i r d s  o f  tho se  members o f  each c o o p e r a t iv e

15 v o t in g  on them ( a t  th e  m e e t in g ] ,  a r t i c l e s  o f  m erger in  the  form
approved s h a l l  be e x e c u te d  and acknowledged on b e h a l f  o f  each 
c o o p e r a t iv e  by i t s  p r e s id e n t  o r  v ic e  p r e s id e n t  and i t s  s e a l  s h a l l  
be a f f i x e d  by i t s  s e c r e t a r y .  (§  1 8 (1 )  ( 2 )  ch 93 SLA 1959)

Sec. 1 0 .2 5 . 2 4 5 .  M erg er o f  c o o p e r a t iv e  and c o r p o r a t io n  
o rg a n iz e d  under AS 1 0 .0 5 .0 0 3  -  1 0 .0 5 .8 2 8 .  ( a )  A c o o p e r a t iv e
o rg a n iz e d  under th e  p r o v is io n s  o f  AS 1 0 .2 5 .0 1 0  -  1 0 .2 5 .6 5 0  may 
merge in t o  a c o r p o r a t io n  o rg a n iz e d  under AS 1 0 .0 5 .0 0 3  -  
AS 1 0 .0 5 .8 2 8  t h a t  is  engaged in  bus iness  as and is  c e r t i f i c a t e d

16 [as an e l e c t r i c  o r  te le p h o n e  u t i l i t y ]  to  p ro v id e  the  same typ e  o f
p u b l ic  u t i l i t y  s e r v ic e  as th e  c o o p e r a t iv e  and whose c e r t i f i c a t e d  
a re a  is  co n tig u o u s  w i t h  t h a t  o f  th e  c o o p e r a t iv e .

(b )  The c o o p e r a t iv e  s h a l l  comply w ith  th e  p r o v is io n s  o f
AS 1 0 .2 5 .2 4 0  -  1 0 .2 5 .2 8 0  i n s o f a r  as th e y  s e t  o u t  th e  procedures  
f o r  th e  m erger o f  c o o p e r a t iv e s .

( c )  The manner in  which th e  members o f  th e  c o o p e r a t iv e  may 
be compensated f o r  any n e t  re m a in in g  a s s e ts  t r a n s f e r r e d  to  the  
c o r p o r a t io n  o rg a n iz e d  under AS 1 0 .0 5 .0 0 3  -  1 0 .0 5 .8 2 8  a f t e r  the  
payment o f  th e  d eb ts  and l i a b i l i t i e s  o f  th e  c o o p e r a t iv e  s h a l l  be 
s t a t e d  in  th e  a r t i c l e s  o f  m e rg e r .  (§  2 ch 10 SLA 1980)
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Sec. 1 0 .2 5 . 2 5 0 .  C o n ten ts  o f  a r t i c l e s  o f  m e rg e r .  ( a )  The 
a r t i c l e s  o f  merger s h a l l  r e c i t e  t h a t  th e y  a re  execu ted  under t h i s  
c h a p te r  and s h a l l  s t a t e

(1 )  th e  name o f  each m erg ing  c o o p e r a t iv e  and the  address  o f  
i t s  p r i n c i p a l  o f f i c e ;

( 2 )  th e  name o f  th e  s u r v iv in g  c o o p e r a t iv e  and the  address  o f  
i t s  p r i n c i p a l  o f f i c e ;

(3 )  a s ta te m e n t  t h a t  each m erg ing  c o o p e r a t iv e  and th e  s u r ­
v i v i n g  c o o p e r a t iv e  ag ree  to  th e  m e rg e r ;

(4 )  th e  names and ad d resses  o f  th e  d i r e c t o r s  o f  th e  s u r ­
v i v i n g  c o o p e r a t iv e ;

(5 )  th e  terms and c o n d i t io n s  o f  th e  m erger and th e  manner o f  
c a r r y in g  i t  i n t o  e f f e c t ,  in c lu d in g  th e  manner in  which members o f  
th e  m erg ing  c o o p e ra t iv e s  may o r  s h a l l  become members o f  th e  s u r ­
v i v i n g  c o o p e r a t iv e .

(b )  The a r t i c l e s  o f  m erger may c o n ta in  p r o v is io n s  no t in c o n ­
s i s t e n t  w i th  t h i s  c h a p te r  which a re  c o n s id e re d  n eces sary  o r  
a d v is a b le  f o r  the  conduct o f  th e  b u s in ess  o f  the  s u r v iv in g  
c o o p e r a t iv e .

(c )  The p r e s id e n t  o r v ic e  p r e s id e n t  o f  each c o o p e r a t iv e  
s h a l l  make and annex to  th e  a r t i c l e s  an a f f i d a v i t  s t a t i n g  t h a t  
th e  p r o v is io n s  o f  t h i s  s e c t io n  r e g a r d in g  th e  a r t i c l e s  were 
co m p lie d  w i th  by th e  c o o p e r a t iv e .  (§  1 8 (2 )  ch 93 SLA 1959)

S ec . 1 0 .2 5 .2 6 0 .  C o n s o l id a t io n .  Two o r more c o o p e r a t iv e s ,
21 in c lu d in g  e l e c t r i c  and te le p h o n e  c o o p e r a t iv e s  o rg a n iz e d  under

t h i s  A c t , h e r e i n a f t e r  d e s ig n a te d  " c o n s o l id a t in g  c o o p e r a t iv e "  may
c o n s o l id a t e  i n t o  a new c o o p e r a t iv e ,  h e r e i n a f t e r  d e s ig n a te d  the  
"new c o o p e r a t iv e , "  by com ply ing  w i t h  th e  f o l lo w in g  re q u ire m e n ts .

(1 )  The p r o p o s i t io n  f o r  th e  c o n s o l id a t io n  in t o  th e  new 
c o o p e r a t iv e  and proposed a r t i c l e s  o f  c o n s o l id a t io n  s h a l l  be sub-

15 m i t t e d  to  [a  m eeting  o f ]  th e  members o f  each c o n s o l id a t in g
15 c o o p e r a t iv e .  The n o t ic e  [ o f  th e  m e e t in g ]  s h a l l  have a t ta c h e d  to

i t  a copy o f  the  proposed a r t i c l e s  o f  c o n s o l id a t io n .
(2 )  I f  th e  proposed c o n s o l id a t io n  and th e  proposed a r t i c l e s  

o f  c o n s o l id a t io n ,  w ith  any amendments, a re  approved by th e  a f f i r ­
m a t iv e  v o te  o f  not le s s  than  t w o - t h i r d s  o f  those members o f  each 
c o n s o l id a t in g  c o o p e r a t iv e  v o t in g  on them, a r t i c l e s  o f  con­
s o l i d a t i o n  in  th e  form approved s h a l l  be execu ted  and 
acknow ledged on b e h a l f  o f  each c o n s o l id a t in g  c o o p e r a t iv e  by i t s  
p r e s id e n t  o r  v ic e  p r e s id e n t  and i t s  s e a l  s h a l l  be a f f i x e d  and 
a t t e s t e d  by i t s  s e c r e t a r y .  (§  1 7 ( 1 )  (2 )  ch 93 SLA 1959)

Sec . 1 0 .2 5 .2 7 0 .  C o n ten ts  o f  a r t i c l e s  o f  c o n s o l id a t io n .
(a )  The a r t i c l e s  o f  c o n s o l id a t io n  s h a l l  r e c i t e  t h a t  th e y  a re  ex e ­
c u te d  p u rs u a n t  to  t h is  c h a p te r  and s h a l l  s t a t e

(1 )  th e  name o f  each c o n s o l id a t in g  c o o p e r a t iv e  and th e  
ad d ress  o f  i t s  p r i n c i p a l  o f f i c e ;
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( 2 )  th e  name o f  th e  new c o o p e r a t iv e  and th e  ad d re s s  o f  i t s  
p r i n c i p a l  o f f i c e ?

(3 )  a s ta te m e n t  t h a t  each c o n s o l i d a t in g  c o o p e r a t iv e  agrees  
t o  th e  c o n s o l id a t io n ;

( 4 )  th e  names and ad d resses  o f  th e  d i r e c t o r s  o f  t h e  new 
c o o p e r a t iv e ;

(5 )  th e  terms and c o n d i t io n s  o f  th e  c o n s o l id a t io n  and th e  
manner o f  c a r r y in g  i t  i n t o  e f f e c t /  in c lu d in g  th e  manner in  which  
members o f  th e  c o n s o l id a t in g  c o o p e r a t iv e s  may or s h a l l  become 
members o f  th e  new c o o p e r a t iv e .

(b )  The a r t i c l e s  o f  c o n s o l id a t io n  may c o n ta in  p r o v is io n s  n o t  
i n c o n s is t e n t  w ith  t h i s  c h a p te r  which a r e  c o n s id e re d  n e c e s s a ry  o r  
a d v is a b le  f o r  th e  co n du ct o f  th e  b u s in e s s  o f  th e  new c o o p e r a t iv e .

( c )  The p r e s id e n t  o r  v ic e  p r e s id e n t  o f  each c o n s o l id a t in g  
c o o p e r a t iv e  e x e c u t in g  th e  a r t i c l e s  o f  c o n s o l id a t io n  s h a l l  make 
and annex to  the  a r t i c l e s  an a f f i d a v i t  s t a t i n g  t h a t  th e  p r o v i ­
s io n s  o f  t h i s  s e c t io n  r e g a r d in g  th e  a r t i c l e s  were c o m p lie d  w ith  
by th e  c o o p e r a t iv e .  (§  1 7 (2 )  ch 93 SLA 1959 )

S ec . 1 0 .2 5 .2 8 0 .  E f f e c t  o f  c o n s o l id a t io n  o r  m e rg e r .  (a )  In  
th e  case o f  a c o n s o l id a t io n  th e  e x is te n c e  o f  th e  c o n s o l id a t in g  
c o o p e r a t iv e s  ceases and the a r t i c l e s  o f  c o n s o l id a t io n  a r e  the  
a r t i c l e s  o f  in c o r p o r a t io n  o f  th e  new c o o p e r a t iv e .  In  t h e  case 
o f  a m erger th e  s e p a ra te  e x is te n c e  o f  th e  m erging c o o p e r a t iv e s  
ceases and th e  a r t i c l e s  o f  in c o r p o r a t io n  o f  th e  s u r v iv in g  
c o o p e r a t iv e  a re  amended to  th e  e x t e n t  t h a t  changes a re  p ro v id e d  
f o r  in  th e  a r t i c l e s  o f  m e rg e r .

(b )  The r i g h t s ,  p r i v i l e g e s ,  im m u n it ie s  and f r a n c h is e s ,  and 
a l l  r e a l  and p e rs o n a l p r o p e r t y  i n c l u d i n g ,  w ith o u t  l i m i t a t i o n ,  
a p p l i c a t i o n s  f o r  mem bership, a l l  d e b ts  due on w h a teve r  acco u n t  
and a l l  o th e r  choses in  a c t i o n ,  o f  th e  c o n s o l id a t in g  o r  m erging  
c o o p e r a t iv e s  a re  t r a n s f e r r e d  to  and v e s te d  in  th e  new co n ­
s o l i d a t e d  o r  s u r v iv in g  c o o p e r a t iv e  w i t h o u t  f u r t h e r  a c t  o r  deed.

( c )  The new c o n s o l id a te d  or s u r v iv in g  c o o p e r a t iv e  i s  
r e s p o n s ib le  and l i a b l e  f o r  th e  l i a b i l i t i e s  and o b l i g a t i o n s  o f  
each o f  th e  c o n s o l id a t in g  o r m erg ing  c o o p e r a t iv e s  and a c la im  
e x i s t i n g  o r  a c t io n  o r  p ro c e e d in g  pen d in g  by o r  a g a in s t  th e  con­
s o l i d a t i n g  o r  merging c o o p e r a t iv e s  may be p ro secu ted  as i f  th e  
c o n s o l id a t io n  o r  merger had n o t  ta k e n  p la c e ,  b u t  the  new con­
s o l i d a t e d  o r  s u r v iv in g  c o o p e r a t iv e  may be s u b s t i t u t e d  i n  i t s  
p l a c e .

(d )  N e i t h e r  the r i g h t s  o f  c r e d i t o r s  n or l i e n s  upon th e  p ro p ­
e r t y  o f  th e  c o o p e r a t iv e s  is  im p a ire d  by th e  c o n s o l id a t io n  or 
m e rg e r .  (§  19 ch 93 SLA 1959 )
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Sec. 1 0 .2 5 .2 9 0 .  C o n v e rs io n  o f  e x i s t i n g  c o r p o r a t io n .  A c o r ­
p o r a t io n  o rg a n iz e d  under t h e  laws o f  th e  s t a t e  and s u p p ly in g  or 
h av in g  th e  c o rp o r a te  power t o  su p p ly  e l e c t r i c  e n e rg y ,  or t o  f u r ­
n is h  te le p h o n e  s e r v ic e ,  may be c o n v e r te d  i n t o  a c o o p e r a t iv e  by 
com ply ing  w i t h  th e  f o l lo w in g  re q u ire m e n ts  and thereupon becomes 
s u b je c t  to  t h i s  ch ap ter as i f  o r i g i n a l l y  o rg a n iz e d  under t h i s  
c h a p te r .

(1 )  The p ro p o s i t io n  f o r  the  c o n v e rs io n  o f  th e  c o r p o r a t io n  
i n t o  a c o o p e r a t iv e  and proposed  a r t i c l e s  o f  co n v e rs io n  s h a l l  ,->e 
s u b m it te d  to  a meeting o f  che members o r  s to c k h o ld e rs  o f  th e  c o r ­
p o r a t io n ,  o r in  case of a c o r p o r a t io n  h a v in g  no members or 
s to c k h o ld e r s ,  to  a meeting o f  the  in c o r p o r a to r s  o f  the c o r ­
p o r a t io n .  The n o t ic e  o f t h e  m eeting  s h a l l  have a t ta c h e d  to  i t  a 
copy o f  th e  proposed a r t i c l e s  o f  c o n v e rs io n .

(.2) I f  th e  p ro p o s i t io n  f o r  th e  c o n v e rs io n  o f  the c o r p o r a t io n  
i n t o  a c o o p e r a t iv e  and th e  proposed  a r t i c l e s  o f  c o n v e rs io n , w i t h  
any amendments, a re  approved by th e  a f f i r m a t i v e  v o te  of n o t  le s s  
than  t w o - t h i r d s  o f  those members o f  th e  c o r p o r a t io n  v o t in g  on 
them o r ,  i f  th e  c o rp o ra t io n  i s  a s to c k  c o r p o r a t io n ,  by the  a f f i r ­
m a t iv e  v o te  o f  the  ho lders  o f  no t le s s  th an  t w o - t h i r d s  o f  th o s e  
shares  o f th e  c a p i t a l  s to c k  o f  th e  c o r p o r a t io n  re p re s e n te d  a t  th e  
m eeting  and v o t in g  on them, o r ,  in  th e  case o f  a c o rp o r a t io n  
h aving  no members and no s h a re s  o f  i t s  c a p i t a l  s to c k  o u ts ta n d in g ,  
by th e  a f f i r m a t i v e  vote o f  n o t  le s s  than  t w o - t h i r d s  of i t s  i n c o r ­
p o r a t o r s ,  a r t i c l e s  of c o n v e rs io n  in  the  form  approved s h a l l  be 
execu ted  and acknowledged on b e h a l f  o f  th e  c o r p o r a t io n  by i t s  
p r e s id e n t  o r v ic e  p re s id e n t  and i t s  s e a l  s h a l l  be a f f i x e d  and  
a t t e s t e d  by i t s  s e c r e ta r y .  (§  2 0 (1 )  (2 )  ch 93 SLA 1959)

Sec. 1 0 .2 5 . 3 0 0 .  C o n te n ts  o f  a r t i c l e s  o f  c o n v e rs io n .  ( a )  The 
a r t i c l e s  o f  co n vers io n  s h a l l  r e c i t e  t h a t  th e y  a re  executed u n d er  
t h i s  c h a p te r  and s h a l l  s t a t e

(1 )  th e  name o f  the c o r p o r a t io n  and th e  address of i t s  p r i n ­
c i p a l  o f f i c e  p r i o r  to  i t s  c o n v e rs io n  i n t o  a c o o p e r a t iv e ;

(2 )  th e  s t a t u t e  or s t a t u t e s  under w hich  i t  was o rg a n iz e d ;
(3 )  a s ta te m e n t  th a t  t h e  c o r p o r a t io n  e l e c t s  to  become a 

c o o p e r a t iv e ,  n o n p r o f i t ,  m embership c o r p o r a t io n  s u b je c t  to  t h i s  
c h a p te r ;

(4 )  i t s  name as a c o o p e r a t iv e ;
( 5 )  th e  address  of th e  p r i n c i p a l  o f f i c e  o f  the  c o o p e r a t iv e ;
( 6 )  th e  names and a d d ress es  o f  th e  d i r e c t o r s  o f  the c o o p e ra ­

t i v e  ;
{ ' / )  th e  manner in  w hich  members,, s to c k h o ld e rs  or in c o r ­

p o ra to rs  o f  th e  c o rp o ra t io n  a r e  to  become members o f  the c o o p e ra ­
t i v e  .

( b ) _  The a r t i c l e s  of c o n v e rs io n  may c o n ta in  p ro v is io n s  n o t  
i n c o n s is t e n t  w i t h  t h is  c h a p te r  c o n s id e re d  n ec e s s a ry  or a d v is a b le  
f o r  th e  co n du ct o f  the b u s in e s s  o f  th e  c o o p e r a t iv e .
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( c )  The p r e s id e n t  or v ic e  p r e s id e n t  e x e c u t in g  th e  a r t i c l e s  
o f  c o n v e rs io n  s h a l l  make and annex  to  i t  an a f f i d a v i t  s t a t in g  
t h a t  the  p r o v is io n s  -of t h is  s e c t i o n  were c o m p lie d  w i t h  re g a rd in g  
th e  a r t i c l e s .  The a r t i c l e s  o f  c o n v e rs io n  a re  th e  a r t i c l e s  o f  
i n c o r p o r a t io n  o f  th e  c o o p e r a t iv e .  (§  2 0 (2 )  ch 93 SLA 1959)

A r t i c l e  3 .  D i s s o l u t i o n .
S ec . 1 0 . 2 5 . 3 1 0 .  D i s s o lu t io n  o f  c o o p e r a t iv e  w h ich  has n o t  

commenced b u s in e s s .  A c o o p e r a t iv e  which has n o t  commenced b u s i ­
ness may be d is s o lv e d  by d e l i v e r i n g  a r t i c l e s  o f  d is s o lu t io n  to  
th e  c o m m is s io n e r .  A m a jo r i t y  o f  th e  in c o r p o r a to r s  s h a l l  e x e c u te  
and acknow ledge a r t i c l e s  of d i s s o l u t i o n  on b e h a l f  o f  the  co o p e ra ­
t i v e .  The a r t i c l e s  s h a l l  s t a t e

•• ( 1 )  th e  name o f  the  c o o p e r a t iv e ;
( 2 )  th e  ad d ress  o f  i t s  p r i n c i p a l  o f f i c e ;
( 3 )  t h a t  th e  c o o p e r a t iv e  has not commenced b u s in e s s ;
( 4 )  t h a t  sums re c e iv e d  by th e  c o o p e r a t iv e ,  le s s  t h a t  p a r t

d is b u rs e d  f o r  expenses o f  th e  c o o p e r a t iv e ,  have been re tu rn e d  o r  
p a id  to  those  e n t i t l e d  to  them;

( 5 )  t h a t  no d e b t  o f the c o o p e r a t iv e  i s  u n p a id ;
(6 )  t h a t  a m a j o r i t y  of th e  in c o r p o r a to r s  e l e c t  to  d is s o lv e

th e  c o o p e r a t iv e .  (§  2 1 (1 )  ch 93 SLA 1959)
S ec . 1 0 . 2 5 . 3 2 0 .  D is s o lu t io n  o f  c o o p e r a t iv e  w h ich  has com­

menced b u s in e s s .  A c o o p e r a t iv e  w hich  has commenced business may 
be d is s o lv e d  i n  th e  fo l lo w in g  m anner.

( 1 )  The p r o p o s i t io n  to  d i s s o l v e  s h a l l  be s u b m it te d  to th e  
members o f  th e  c o o p e r a t iv e  a t  an an n ua l o r  s p e c i a l  m e e tin g .
The n o t ic e  s h a l l  s e t  f o r t h  th e  p r o p o s i t i o n .

( 2 )  A t  th e  m e e t in g ,  the members s h a l l  a p p ro v e ,  by the a f f i r ­
m a t iv e  v o te  o f  n o t  le s s  than [ a  m a j o r i t y ]  t w o - t h i r d s  o f  a l l  mem­
b e rs  o f  th e  c o o p e r a t iv e ,  the p r o p o s i t io n  to  d is s o lv e  th e  
c o o p e r a t iv e .

(3 )  Upon a p p r o v a l ,  a c e r t i f i c a t e  o f  e l e c t i o n  to  d is s o lv e ,  
h e r e a f t e r  d e s ig n a te d  the " c e r t i f i c a t e , "  e x e c u te d  and acknowledged  
on b e h a l f  o f  th e  c o o p e ra t iv e  by i t s  p r e s id e n t  o r  v ic e  p re s id e n t  
und er i t s  s e a l ,  a t t e s t e d  by i t s  s e c r e t a r y ,  s h a l l  be su b m itted  to  
th e  com m iss ioner f o r  f i l i n g  t o g e t h e r  w i t h  an a f f i d a v i t  by the  
o f f i c e r  e x e c u t in g  th e  c e r t i f i c a t e  s t a t i n g  t h a t  th e  s ta tem en ts  in  
th e  c e r t i f i c a t e  a re  t r u e .  The c e r t i f i c a t e  s h a l l  s t a t e  the name 
o f  th e  c o o p e r a t iv e ,  th e  address o f  i t s  p r i n c i p a l  o f f i c e ,  and t h a t  
t h e  members o f  th e  c o o p e r a t iv e  have v o te d  to  d is s o lv e  the c o o p e r­
a t i v e .  (§  2 1 (2 )  ch 93 SLA 19 5 9 )

S ec . 1 0 . 2 5 . 3 3 0 .  E f f e c t  o f  c e r t i f i c a t e  o f  d i s s o l u t i o n .
( a )  Upon th e  f i l i n g  o f  th e  c e r t i f i c a t e  and a f f i d a v i t  by the com­
m is s io n e r ,  th e  c o o p e r a t iv e  s h a l l  cease to  c a r r y  on i t s  business  
e x c e p t  to  th e  e x t e n t  necessary  f o r  th e  w in d in g  up o f  b us iness . 
H ow ever, i t s  c o r p o r a te  e x is te n c e  c o n t in u e s  u n t i l  a r t i c l e s  of 
d i s s o l u t i o n  have been f i l e d  by th e  co m m iss io n er .
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(b )  A c o o p e r a t iv e  t h a t  does no t f i l e  i t s  a r t i c l e s  o f  d is s o ­
l u t i o n  w i t h i n  two y e a rs  a f t e r  th e  d a te  o f  f i l i n g  th e  c e r t i f i c a t e  
m en tio n ed  in  (a )  o f  t h i s  s e c t io n ,  s h a l l  be i n v o l u n t a r i l y  
d is s o lv e d  by th e  co m m is s io n er . (§  2 1 (2 )  ch 93 SLA 19 5 9 ;  am § 51 
ch 170 SLA 1976)

Sec . 1 0 . 2 5 . 3 4 0 .  N o t ic e  to  c r e d i t o r s .  The b oard  o f  d i r e c t o r s  
s h a l l  im m e d ia te ly  have a n o t ic e  o f  th e  d i s s o l u t i o n  p ro ceed in g s  
m a ile d  to  each known c r e d i t o r  o f  and c la im a n t  a g a in s t  the  
c o o p e r a t iv e  and p u b l is h  i t  once a week f o r  two s u c c e s s iv e  weeks 
in  a newspaper o f  g e n e r a l  c i r c u l a t i o n  in  th e  c i t y  o r  borough in  
w hich  the  p r i n c i p a l  o f f i c e  o f  the  c o o p e r a t iv e  i s  lo c a t e d .
(§  2 1 (2 )  ch 93 SLA 1959)

S ec . 1 0 .2 5 . 3 5 0 .  T e rm in a t io n  o f  c o o p e r a t iv e  a f f a i r s .  The 
board  o f  d i r e c t o r s  s h a l l  wind up and s e t t l e  th e  a f f a i r s  o f  the  
c o o p e r a t iv e ,  c o l l e c t  sums owing to  i t ,  l i q u i d a t e  i t s  p r o p e r ty  and 
a s s e t s ,  pay and d is c h a rg e  i t s  d e b ts ,  o b l i g a t i o n s  and l i a b i l i t i e s ,  
o th e r  than  tho se  to  p a tro n s  a r is i n g  by reaso n  o f  t h e i r  p a tro n a g e ,  
and do a l l  o th e r  th in g s  r e q u ir e d  to  wind up i t s  b u s in e s s .  A f t e r  
p a y in g  or d is c h a r g in g  o r  a d e q u a te ly  p r o v id in g  f o r  th e  payment or 
d is c h a rg e  o f  a l l  i t s  d t b t s ,  o b l ig a t io n s  and l i a b i l i t i e s ,  o th e r  
th a n  those  to  p a tro n s  a r i s i n g  by reason o f  t h e i r  p a t r o n a g e ,  th e  
d i r e c t o r s  s h a l l  d i s t r i b u t e  re m a in in g  sums, f i r s t ,  to  p a tro n s  f o r  
th e  p ro  r a t a  r e t u r n  o f  a l l  amounts s ta n d in g  to  t h e i r  c r e d i t  by 
reaso n  o f  t h e i r  p a tro n a g e ,  and second, to  members f o r  th e  pro  
r a t a  payment o f  membership f e e s .  Sums th e n  re m a in in g  s h a l l  be 
d i s t r i b u t e d  among i t s  members and fo rm er members in  p r o p o r t io n  
to  t h e i r  p a tr o n a g e ,  e x c e p t  to  the  e x t e n t  p a r t i c i p a t i o n  in  the  
d i s t r i b u t i o n  has been l e g a l l y  w a iv e d . The b oard  o f  d i r e c t o r s  
s h a l l  th ereu p o n  a u t h o r i z e  th e  e x e c u t io n  o f  a r t i c l e s  o f  d is s o lu ­
t i o n .  The p r e s id e n t  o r v ic e  p r e s id e n t  s h a l l  e x e c u te  and 
acknow ledge a r t i c l e s  o f  d is s o lu t io n  on b e h a l f  o f  th e  c o o p e r a t iv e  
and th e  s e c r e t a r y  s h a l l  a f f i x  and a t t e s t  to  th e  s e a l .  (§ 2 1 (2 )  
ch 93 SLA 1959 )

Sec . 1 0 .2 5 . 3 6 0 .  C o n te n ts  o f  a r t i c l e s  o f  d i s s o l u t i o n .
(a )  The a r t i c l e s  o f  d i s s o l u t i o n  s h a l l  r e c i t e  t h a t  th e y  a re  exe ­
c u te d  under t h i s  c h a p te r  and s h a l l  s t a t e

(1 )  th e  name o f  th e  c o o p e r a t iv e ;
(2 )  th e  ad d ress  o f  i t s  p r i n c i p a l  o f f i c e ;
(3 )  th e  d a te  on which th e  c e r t i f i c a t e  o f  e l e c t i o n  to

d is s o lv e  was f i l e d  by th e  com m issioner;
(4 )  t h a t  t h e r e  a re  no a c t io n s  or s u i t s  a g a in s t  th e  co o p er­

a t i v e ;
(5 )  t h a t  a l l  d e b ts ,  o b l ig a t io n s  and l i a b i l i t i e s  o f  the  

c o o p e r a t iv e  have been p a id  and d is c h a rg e d  o r  t h a t  ad eq uate  p r o v i ­
s io n  has been made f o r  them;



(6 )  t h a t  th e  p r o v is io n s  o f  §§ 320 -  360 o f  t h i s  c h a p te r  have 
been co m p lie d  w i t h .

(b )  The p r e s id e n t  o r v ic e  p r e s id e n t  e x e c u t in g  th e  a r t i c l e s  
o f  d i s s o l u t i o n  s h a l l  make and annex to  th e  a r t i c l e s  an a f f i d a v i t  
s t a t i n g  t h a t  th e  s ta te m e n ts  c o n ta in e d  in  th e  a r t i c l e s  a re  t r u e .
(§  21 (2 )  ch 93 SLA 1959)

A r t i c l e  4 .  M is c e l la n e o u s  P r o v is io n s .
S ec . 1 0 . 2 5 . 3 7 0 .  P i l i n g  o f  a r t i c l e s .  A r t i c l e s  o f  i n c o r ­

p o r a t i o n ,  amendment, c o n s o l id a t io n ,  m e rg e r ,  c o n v e rs io n ,  o r d is s o ­
l u t i o n ,  when e x e c u te d  and acknowledged and accompanied by the  
a f f i d a v i t s  r e q u i r e d  by t h is  c h a p te r ,  s h a l l  be p re s e n te d  to  the  
com m iss ioner f o r  f i l i n g .  I f  the  com m issioner f in d s  t h a t  the  
a r t i c l e s  p re s e n te d  conform  to  th e  re q u ire m e n ts  o f  t h i s  c h a p te r ,  
he s h a l l ,  upon th e  payment o f  th e  fees  p ro v id e d  in  t h i s  c h a p te r ,  
f i l e  th e  a r t i c l e s  in  th e  re co rd s  o f h is  o f f i c e .  Upon f i l i n g ,  th e  
i n c o r p o r a t i o n ,  amendment, c o n s o l id a t io n ,  m e rg e r ,  c o n v e rs io n ,  or 
d i s s o l u t i o n  p ro v id e d  f o r  is  in  e f f e c t .  T h is  s e c t io n  a ls o  a p p l ie s  
to  c e r t i f i c a t e s  o f  e l e c t i o n  to  d is s o lv e  and a f f i d a v i t s  execu ted  
under §§ 320 -  360 o f  t h i s  c h a p te r .  (§  22 ch 93 SLA 1959)

S ec . 1 0 . 2 5 . 3 7 5 .  C a n c e l la t io n  o f  c e r t i f i c a t e s  is s u e d  and 
f i l i n g s  a c c e p te d .  The com m issioner may, w i t h i n  one y e a r  a f t e r  a 
f i l i n g ,  and a f t e r  w r i t t e n  n o t ic e  to  th e  c o o p e r a t iv e  o r i n d i v i d u a l  
making a f i l i n g ,  c a n c e l a c e r t i f i c a t e  is s u e d  o r  f i l i n g  accep ted  
under AS 1 0 .2 5 .0 1 0  -  1 0 .2 5 .6 5 0 ,  on any ground e x i s t i n g  a t  th e  
t im e  n o t ic e  o f  c a n c e l l a t i o n  is  made f o r  w hich  th e  com m issioner 
c o u ld  have o r i g i n a l l y  re fu s e d  to  is s u e  th e  c e r t i f i c a t e  or a c c e p t  
th e  f i l i n g .  The n o t ic e  o f  c a n c e l l a t io n  s h a l l  s t a t e  th e  reason  
f o r  th e  proposed  c a n c e l l a t i o n .  A c o o p e r a t iv e  o r  i n d i v id u a l  may 
re q u e s t  a h e a r in g  w i t h i n  90 days a f t e r  r e c e i p t  o f  th e  n o t ic e .
The n o t ic e  o f  c a n c e l l a t i o n  becomes f i n a l  i f  th e  c o o p e r a t iv e  o r 
i n d i v i d u a l  does n o t  re q u e s t  a h e a r in g  w i t h i n  90 days a f t e r  
r e c e i p t  o f  n o t i c e .  N o t ic e  o f  - c a n c e l la t io n  must be s e n t  by c e r ­
t i f i e d  m a i l  w i t h  r e t u r n  r e c e i p t  re q u e s te d .  I f  th e  r e t u r n  r e c e i p t  
i s  n o t  r e c e iv e d  by th e  d e p a rtm e n t w i t h i n  a re a s o n a b le  t im e  and 
th e  d e p a r tm e n t  has made d i l i g e n t  i n q u i r y  as to  th e  c u r r e n t  
ad d ress  o f  th e  c o r p o r a t io n ,  n o t ic e  may be made by p u b l ic a t io n  
in  a newspaper o f  g e n e r a l  c i r c u l a t i o n  in  th e  v i c i n i t y  o f  the  
r e g i s t e r e d  o f f i c e  o f  th e  c o o p e r a t iv e  o r th e  address  o f  th e  
i n d i v i d u a l  who made th e  f i l i n g ,  and th e  c a n c e l l a t i o n  becomes 
f i n a l  60 days a f t e r  p u b l i c a t i o n  o f  th e  n o t i c e .  (§ 68 ch 123 SLA 
19 80 )

S ec . 1 0 .2 5 . 3 8 0 .  N o n p r o f i t  o p e r a t io n .  A c o o p e r a t iv e  s h a l l  be 
o p e ra te d  on a n o n p r o f i t  b a s is  f o r  th e  m u tu a l b e n e f i t  o f  i t s  mem­
b ers  and p a t r o n s .  The bylaws o f  a c o o p e r a t iv e  o r  i t s  c o n tr a c ts  
w it h  members and p a tro n s  s h a l l  c o n ta in  such p r o v is io n s  r e l a t i n g
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to  th e  d i s p o s i t i o n  o f  revenues and r e c e i p t s  as may be n ecessary  
and a p p r o p r ia t e  to  e s t a b l i s h  and m a in ta in  i t s  n o n p r o f i t  and 
c o o p e r a t iv e  c h a r a c t e r .  (§ 23 ch 93 SLA 1959)

Sec. 1 0 . 2 5 . 3 9 0 .  D is p o s i t io n  o f  p r o p e r t y  t o  s e c u re  in d e b te d ­
n ess . The board  o f  d i r e c t o r s  o f  a c o o p e r a t iv e  may, w ith o u t  
a u t h o r i z a t i o n  by th e  members o f  th e  c o o p e r a t iv e ,  a u t h o r i z e  th e  
e x e c u t io n  and d e l i v e r y  o f  m ortgages o r  deeds o f  t r u s t  o f ,  o r the  
p le d g in g  o r  encum bering  o f ,  th e  p r o p e r t y ,  a s s e t s ,  r i g h t s ,  p r i v i ­
l e g e s ,  l i c e n s e s ,  f r a n c h is e s  and p e rm its  o f  th e  c o o p e r a t iv e ,  
w h e th e r  a c q u ire d  o r  to  be a c q u ir e d ,  and w h erever  s i t u a t e d ,  as 
w e l l  as th e  revenues th e r e f r o m ,  upon th e  terms and c o n d i t io n s  the  
board  o f  d i r e c t o r s  d e te rm in e s ,  to  secure  an in d e b te d n e s s  o f  the  
c o o p e r a t iv e .  (§  2 4 (1 )  ch 93 SLA 1959; am § 1 ch 118 SLA 1970)

S ec . 1 0 . 2 5 . 4 0 0 .  L i m i t a t io n s  on d i s p o s i t i o n  o f  a l l  th e  p ro p ­
e r t y .  (a )  A c o o p e r a t iv e  may n o t  o th e rw is e  s e l l ,  le a s e  or 

17 d is p o s e  o f  [ a l l  o r  a s u b s t a n t i a l  p o r t io n  o f  i t s  p r o p e r t y ]  more 
than  f i f t e e n  p e rc e n t  (15%) o f  th e  c o o p e r a t iv e  1s t o t a l  a s s e t s , 
le s s  d e p r e c i a t i o n , as r e f l e c t e d  on th e  c o o p e r a t iv e ' s books a t  the  
t im e  o f  th e  t r a n s - a c t i o n  u n less  th e  t r a n s a c t io n  is  a u th o r iz e d  by 

18(a) th e  a f f i r m a t i v e  v o te  o f  n o t  le s s  than [a  m a j o r i t y ]  t w o - t h i r d s  o f  
a l l  th e  members o f  th e  c o o p e r a t iv e .  However, n o tw ith s ta n d in g  a 
p r o v is io n  o f  AS 1 0 .2 5 .0 1 0  -  1 0 .2 5 .6 5 0  o r  any o th e r  p r o v is io n  o f  
la w ,  th e  board  o f  d i r e c t o r s  may, upon th e  a u t h o r i z a t i o n  o f  a 
m a j o r i t y  o f  th o se  members o f  th e  c o o p e r a t iv e  [p r e s e n t  a t  a 
m eetin g  o f  th e  m em bers ,] v o t in g  thereu po n  in  an e l e c t i o n  in  which 
a t  l e a s t  te n  p e rc e n t  (10%) o f  th e  e l i g i b l e  members r e t u r n  
b a l l o t s , s e l l ,  le a s e  o r  o th e rw is e  d isp o se  o f  a l l  o r  a s u b s t a n t ia l  
p o r t io n  o f  i t s  p r o p e r ty  to  a n o th e r  c o o p e r a t iv e  [o r  to  th e  h o ld e r  
o f  i t s  p r o p e r ty  to  a n o th e r  c o o p e r a t iv e  o r  to  th e  h o ld e r  o f  an 
e v id e n c e  o f  in d e b te d n e s s  issu ed  to  the  U n ite d  S ta te s  o f  America 

18(b) o r an agency o r  i n s t r u m e n t a l i t y  o f  i t ]  o r  to  th e  s t a t e  o f  A la s k a .
(§ 2 4 (2 )  ch 93 SLA 19 59 ; am § 2 ch 118 S L A 'l9 7 0 )

17 (b ) B e fo re  a v o te  on a u t h o r i z a t i o n  o f  d i s p o s i t io n  o r s a le  o f
more than f i f t e e n  p e rc e n t  (15%) o f  th e  c o o p e r a t iv e 1s p r o p e r t y , 
the  board o f  d i r e c t o r s  s h a l l ;

(1 )  have th e  p r o p e r ty  a p p ra is e d  by t h r e e  a p p ra is e rs  
chosen by th e  board  and n o t a s s o c ia te d  w ith  th e  c o o p e r a t iv e  o r a

18(c) proposed b uyer o f  c o o p e r a t iv e  p r o p e r t y ,  p ro v id e d  t h a t  th e  p ro ­
posed bu y e r s h a l l  have advanced th e  c o s t o f  such a p p r a is a ls  to
th e  c o o p e r a t iv e ;

( 2 )  n o t i f y  a l l  c o o p e r a t iv e  members, a t  l e a s t  90 days 
in  a d v a n c e , o f  a v o te  on d i s p o s i t i o n  o f  c o o p e r a t iv e  p r o p e r t y .
The n o t ic e  must c o n ta in  d e t a i l e d  p ro p o s a ls  f o r  d i s p o s i t i o n  o f  
s u ch . p r o p e r ty ;

( 3 )  a t  l e a s t  90 days b e fo re  th e  v o te ,  n o t i f y  a l l  
o th e r  c o o p e r a t iv e s  s i t u a t e d  and o p e r a t in g  in  th e  s t a t e  t h a t  the  
p r o p e r ty  i s  a v a i l a b l e  f o r  d i s p o s i t i o n  and in c lu d e  w ith  th e  n o t ic e  
one copy o f  each a p p r a is a l  o f  th e  c o o p e r a t iv e  p r o p e r ty ;  and
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(4 )  a t  l e a s t  30 days b e fo re  the  v o t e , m a i l  to  a l l  
members any a l t e r n a t i v e  p ro p o s a l made by a n o th e r  c o o p e r a t iv e  or 
any a l t e r n a t i v e  p ro p o s a l  made bv c o o p e r a t iv e  members i f  it :  has 
been s u b m it te d  to  th e  board and s igned  by 5£ o r  more members, 
to g e t h e r  w i t h  any recom m endation t h a t  th e  board has made, and 
p ia c e  a l l  such p ro p o s a ls  on th e  b a l l o t .

( c ) T h is  s e c t io n  does no t a p p ly  to  th e  t r a n s f e r  o f  co o p era ­
t i v e  p r o p e r ty  p u rs u a n t  to  AS 1 0 .2 5 .2 4 0  -  . 300 .

Sec . 1 0 . 2 5 . 4 1 0 .  N o n l i a b i l i t y  o f  members f o r  d e b ts  o f  
c o o p e r a t iv e .  No member is  l i a b l e  o r  re s p o n s ib le  f o r  any d eb ts  o f  
the c o o p e r a t iv e  and th e  p r o p e r ty  o f  the members is  n o t  s u b je c t  to
e x e c u t io n  t h e r e f o r .  (§  25 ch 93 SLA 1959)

•• Sec . 1 0 .2 5 . 4 2 0 .  E f f e c t  o f  r e c o r d a t io n  o f  m o rtg a g e s . A 
m o rtg ag e , deed o f  t r u s t ,  o r o th e r  in s tru m e n t  e x e c u te d  by a 
c o o p e r a t iv e ,  w hich  a f f e c t s  r e a l  and p e rs o n a l p r o p e r ty  and which  
is  re c o rd e d  in  th e  r e a l  p r o p e r ty  records  in  th e  c i t y ,  borough or  
o th e r  r e c o r d in g  d i s t r i c t s  in  which the  p r o p e r ty  is  lo c a te d  o r is  
to  be lo c a t e d  has th e  same e f f e c t  as i f  r e c o rd e d ,  f i l e d  or 
indexed  as p ro v id e d  by law  in  th e  p ro per o f f i c e  in  th e  c i t y ,  
borough o r  o th e r  re c o r d in g  d i s t r i c t  as a m ortgage o f  p e rs o n a l  
p r o p e r t y .  A l l  a f t e r - a c q u i r e d  p ro p e r ty  o f  th e  c o o p e r a t iv e  
d e s c r ib e d  o r  r e f e r r e d  to  as be ing  mortgaged or p led g ed  in  a
m o rtg ag e , deed o f  t r u s t  or o th e r  in s tru m e n t  is  s u b je c t  to  th e
l i e n  t h e r e o f  im m e d ia te ly  upon th e  a c q u i s i t io n  o f  such p r o p e r ty  by 
th e  c o o p e r a t iv e ,  w h e th e r  or n o t the  p ro p e r ty  was in  e x is te n c e  a t  
th e  t im e  o f  th e  e x e c u t io n  o f  th e  m ortgage, deed o f  t r u s t  o r o th e r  
in s t r u m e n t .  R e c o rd a t io n  o f  such m ortgage, deed o f  t r u s t  or o th e r  
in s tru m e n t  c o n s t i t u t e s  n o t ic e  and has the  same e f f e c t  w ith  
re s p e c t  to  a f t e r - a c q u i r e d  p r o p e r ty  as i t  has under th e  laws 
r e l a t i n g  to  r e c o r d a t io n  o f  p r o p e r ty  owned by th e  c o o p e r a t iv e  a t  
the  t im e  o f  th e  e x e c u t io n  o f  the  m ortgage, deed o f  t r u s t  o r o th e r  
in s tru m e n t  and d e s c r ib e d  in  i t  or r e f e r r e d  to  as b e in g  mortgaged  
o r p led g ed  th e r e b y .  The l i e n  o f  such m ortgage, deed o f  t r u s t  o r  
o th e r  in s t r u m e n t  upon p e rs o n a l  p ro p e r ty  a f t e r  i t s  r e c o r d a t io n  
c o n t in u e s  f o r  th e  p e r io d  o f  t im e  s p e c i f i e d  in  th e  in s tru m e n t  
w it h o u t  r e f i l i n g  o r  th e  f i l i n g  o f  a renew al c e r t i f i c a t e ,  a f f i d a ­
v i t  o r  o th e r  s u p p le m e n ta l  in fo r m a t io n  r e q u ir e d  by th e  laws 
r e l a t i n g  to  th e  r e n e w a l ,  m ain tenance or e x te n s io n  o f  l i e n s  upon 
p e rs o n a l  p r o p e r t y .  (§  26 ch 93 SLA 1959)

S ec . 1 0 . 2 5 . 4 3 0 .  V a l i d i t y  o f  m ortgage u nd er R u r a l  E l e c t r i ­
f i c a t i o n  A c t  o f  1 9 3 6 .  A m ortgage made by a c o o p e r a t iv e  o rg a n iz e d  
under t h i s  c h a p te r  t o  th e  U n ite d  S ta te s  o f  A m e ric a ,  o r .a n y  agency 
o r i n s t r u m e n t a l i t y  o f  i t ,  to  secure  in debted ness  in c u r r e d  under 
th e  R u r a l  E l e c t r i f i c a t i o n  A ct o f  1936, as amended, i s  n o t  v o id  as 
a g a in s t  c r e d i t o r s  o f  th e  m ortgagor and subsequent p u rc h a s e rs  and 
encum brancers o f  th e  p r o p e r ty  in  good f a i t h  f o r  v a lu e  because 
th e  m ortgage is  n o t  accompanied by an a f f i d a v i t  o f  th e  p a r t i e s  to
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i t ,  o r an a f f i d a v i t  o f  th e  ag en t o r  a t t o r n e y  in  f a c t  o f  a p a r t y  
to  i t ,  t h a t  th e  m ortgage i s  made in  good f a i t h  to  se cu re  th e  
amount named, and w i t h o u t  a d es ig n  to  h in d e r ,  d e la y  o r  d e fra u d  
c r e d i t o r s .  A m ortgage made by a c o o p e r a t iv e  o rg a n iz e d  under t h is  
c h a p te r  to  th e  U n i te d  S t a t e s  o f  A m erica , or any agency o r  i n s t r u ­
m e n t a l i t y  o f  i t  to  s e c u re  in d e b ted n e ss  in c u r r e d  under th e  R u ra l  
E l e c t r i f i c a t i o n  A ct o f  1 9 3 6 ,  as amended, need n o t s e t  f o r t h  the  
d a te  upon which th e  in d e b te d n e s s  secured  by i t  becomes due .
(§  26 ch 93 SLA 19 59 )

Sec . 1 0 .2 5 . 4 4 0 .  C o n s t r u c t io n  s ta n d a rd s .  C o n s t ru c t io n  o f  
e l e c t r i c  l i n e s  and f a c i l i t i e s ,  o r te le p h o n e  l i n e s  and f a c i l i t i e s ,  
by a c o o p e r a t iv e  s h a l l ,  as a minimum re q u ire m e n t ,  comply w ith  th e  
s ta n d a rd s  o f  the  N a t io n a l  E l e c t r i c a l  S a fe ty  Code in  e f f e c t  a t  th e  
t im e  o f  c o n s t r u c t io n .  (§  27 ch 93 SLA 1959)

Sec . 1 0 .2 5 . 4 5 0 .  D i r e c t o r s ,  o f f i c e r s  o r members as n o t a r i e s .  
No person a u th o r iz e d  to  ta k e  acknowledgments under th e  laws o f  
t h i s  s t a t e  i s  d i s q u a l i f i e d  from  ta k in g  acknowledgments o f  i n s t r u ­
ments to  which a c o o p e r a t iv e  i s  a p a r t y  because he is  an o f f i c e r ,  
d i r e c t o r  or member o f  th e  c o o p e r a t iv e .  (§ 28 ch 93 SLA 1959) "

Sec. 1 0 .2 5 . 4 6 0 .  R e g is te r e d  o f f i c e  and r e g i s t e r e d  a g e n t .
Each c o o p e r a t iv e  s h a l l  have and c o n t in u o u s ly  m a in ta in  in  th e  
s t a t e

(1 )  a r e g i s t e r e d  o f f i c e  which may be, b u t  need n o t b e , the  
same as the  l o c a t io n  o f  th e  p r i n c i p a l  o f f i c e ;

(2 )  a. r e g i s t e r e d  a g e n t  who is  an i n d i v id u a l  r e s id e n t  in  the  
s t a t e  and whose b u s in e s s  o f f i c e  is  i d e n t i c a l  w ith  th e  r e g is t e r e d  
o f f i c e .  (§  29 ch 93 SLA 1959)

Sec. 1 0 .2 5 . 4 7 0 .  Change o f  r e g is t e r e d  o f f i c e  o r  r e g is t e r e d  
a g e n t .  A c o o p e r a t iv e  may change i t s  r e g is t e r e d  o f f i c e  o r  change 
i t s  r e g is t e r e d  a g e n t ,  o r  b o th ,  upon f i l i n g  in  th e  o f f i c e  o f  the  
com m issioner a s ta te m e n t  s e t t i n g  f o r t h

(1 )  th e  name o f  th e  c o o p e r a t iv e ;
(2 )  ' t h e  ad d ress  o f  i t s  r e g is t e r e d  o f f i c e ;
(3 )  i f  th e  ad d ress  o f  i t s  r e g is t e r e d  o f f i c e  is  changed, the  

address  o f  th e  new r e g i s t e r e d  o f f i c e ;
(4 )  th e  name o f  th e  r e g i s t e r e d  a g e n t;
(5 )  i f  i t s  r e g i s t e r e d  a g en t i s  changed, th e  name o f  i t s  new 

r e g i s t e r e d  a g e n t;
(6 )  t h a t  th e  ad d ress  o f  i t s  r e g is t e r e d  o f f i c e  and th e  

address  o f  th e  b u s in e s s  o f f i c e  and i t s  r e g is t e r e d  a g e n t ,  as 
changed, w i l l  be i d e n t i c a l ;

(7 )  t h a t  such change was a u th o r is e d  by r e s o lu t io n  adopted  by 
i t s  board o f  d i r e c t o r s .  (§  30 ch 93 SLA 1959)
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Sec. 1 0 .2 5 .4 8 0 .  E x e c u t io n  and f i l i n g  o f  s t a t e m e n t .  The 
s ta te m e n t  o f  change o f  o f f i c e  o r  ag en t s h a l l  be e x e c u te d  by th e  
c o o p e r a t iv e  by i t s  p r e s id e n t  o r v ic e  p r e s i d e n t /  v e r i f i e d  by h im , 
and d i r e c t e d  to  th e  c o m m is s io n er .  I f  th e  com m iss ioner f in d s  t h a t  
th e  s ta te m e n t  conforms to  t h i s  c h a p te r ,  he s h a l l  f i l e  i t  in  h is  
o f f i c e .  Upon the f i l i n g ,  th e  change o f  address o f  th e  r e g i s t e r e d  
o f f i c e ,  and th e  a p p o in tm en t o f  th e  r e g i s t e r e d  a g e n t ,  o r  b o th ,  as 
th e  case may b e , is  e f f e c t i v e .  (§  30 ch 93 SLA 1959)

Sec. 1 0 ,2 5 . 4 9 0 .  R e s ig n a t io n  o f  r e g i s t e r e d  a g e n t .  A 
r e g is t e r e d  a g en t o f  a c o o p e r a t iv e  may re s ig n  by f i l i n g  a w r i t t e n  
n o t ic e  o f  r e s i g n a t i o n ,  e x ecu ted  in  d u p l i c a t e ,  w i t h  th e  com­
m is s io n e r .  The com m issioner s h a l l  im m e d ia te ly  m a i l  a copy o f  i t  
to  the  c o o p e r a t iv e  a t  i t s  r e g is t e r e d  o f f i c e .  The ap p o in tm e n t  o f  
the  a g en t t e rm in a te s  30 days a f t e r  r e c e i p t  o f  th e  n o t ic e  by th e  
c o m m iss io ner . (§ 30 ch 93 SLA 1959)

Sec. 1 0 .2 5 . 5 0 0 .  S e r v ic e  o f  p ro cess  on c o o p e r a t iv e .  ( a )  The 
r e g is t e r e d  a g en t o f  a c o o p e r a t iv e  i s  an ag en t o f  th e  c o o p e r a t iv e  
upon whom p ro c e s s ,  n o t ic e  o r  demand r e q u ir e d  o r  p e r m i t t e d  by law  
to  be se rved  upon th e  c o o p e r a t iv e  may be s e rv e d .

(b )  When a c o o p e r a t iv e  f a i l s  to  a p p o in t  o r  m a in ta in  a 
r e g is t e r e d  a g en t in  th e  s t a t e ,  o r  when i t s  r e g i s t e r e d  a g e n t  can­
n o t w ith  re a s o n a b le  d i l i g e n c e  be found a t  th e  r e g i s t e r e d  o f f i c e ,  
then the  com m issioner i s  an a g en t o f  th e  c o o p e r a t iv e  upon whom 
p ro c e s s ,  n o t ic e  or demand may be s e rv e d .  (§  31 ch 93 SLA 1959)

Sec. jl0 . 2 5 .5 1 0 .  Manner o f  s e r v ic e  on co m m is s io n er .
(a )  S e r v ic e  on the com m iss ioner i s  made by d e l i v e r i n g  to  and 
le a v in g  w i t h  h im , o r  w i t h  a c l e r k  hav ing  charge  o f  th e  c o r ­
p o r a t io n  d ep artm e n t o f  h is  o f f i c e ,  d u p l ic a t e  c o p ie s  o f  th e  
p ro c e s s , n o t ic e  or demand. The com m issioner s h a l l  im m e d ia te ly  
have cne copy fo rw ard ed  by r e g i s t e r e d  m a i l ,  addressed  to  the  
c o o p e r a t iv e  a t  i t s  r e g i s t e r e d  o f f i c e .  S e rv ic e  on th e  com­
m is s io n e r  is  r e t u r n a b le  in  n o t  le s s  than  30 d a y s .

(b )  The com m issioner s h a l l  keep a re c o rd  o f  each p ro c e s s ,  
n o t ic e  and demand s e rv e d  upon him under t h i s  s e c t i o n ,  and s h a l l  
re c o rd  th e  t im e  o f  s e r v ic e  and h is  a c t io n  w ith  r e fe r e n c e  to  i t .
(§  31 ch 93 SLA 1959)

Sec. 1 0 .2 5 .5 2 0 .  O th e r  means o f  s e r v ic e  n o t  a f f e c t e d .
N o th ing  in  §§ 500 and 510 o f  t h i s  c h a p te r  l i m i t s  o r  a f f e c t s  th e  
r i g h t  to  s e rv e  p ro c e s s ,  n o t ic e  o r  demand r e q u i r e d  o r  p e r m i t te d  by 
law  to  be s e rv e d  on a c o o p e r a t iv e  in  any o th e r  manner p e r m it te d  
by  la w . (§  31 ch 93 SLA 1959 )



S ec. 1 0 .2 5 . 5 3 0 .  F e e s . ( a )  The com m iss ioner s h a l l  e s t a b l i s h  
by r e g u l a t i o n  s u b je c t  to  AS 1 0 .0 5 .7 7 3 ,  ch arg e  and c o l l e c t  f i l i n g  
fe e s  f o r

(1 )  f i l i n g  a r t i c l e s  o f  in c o r p o r a t io n ;
(2 )  f i l i n g  a r t i c l e s  o f  amendment?
( 3 )  f i l i n g  a r t i c l e s  o f  c o n s o l id a t io n  o r m erg er;
(4 )  f i l i n g  a r t i c l e s  o f  c o n v e rs io n ;
(5 )  f i l i n g  c e r t i f i c a t e  o f  e l e c t i o n  to  d is s o lv e ?
( 6 )  f i l i n g  a r t i c l e s  o f  d i s s o l u t i o n ;
( 7 )  f i l i n g  c e r t i f i c a t e  o f  change o f  p r i n c i p a l  o f f i c e  and 

d e s ig n a t io n  o r  change o f  r e g is t e r e d  o f f i c e  and r e g i s t e r e d  a g e n t;  
and

(8 )  a c t in g  as a g en t f o r  s e r v ic e  o f  p ro c e s s .
(b )  The d e p a rtm e n t may by r e g u l a t i o n  ch arg e  each c o o p e r a t iv e  

s u b je c t  to  AS 1 0 .2 5 .0 1 0  -  1 0 .2 5 .6 5 0  a f i x e d  fe e  in  p la c e  o f  the  
v a r io u s  fe e s  s p e c i f i e d  in  AS 1 0 .2 5 .0 1 0  -  1 0 .2 5 . 6 5 0 ,  w ith  th e  
e x c e p t io n  ( a ) ( 1 )  o f  t h i s  s e c t io n ,  and f o r  th e  r o u t in e  a d m in is t r a ­
t i v e  s e r v ic e s  re n d e re d  to  th e  c o r p o r a t io n  by th e  d e p a r tm e n t .  An 
in c re a s e  in  th e  f i x e d  fe e  charged under t h i s  s u b s e c t io n  is  sub­
j e c t  to  AS 1 0 .0 5 . 7 7 3 .  (§  32 ch 93 SLA 1959 ; am § 52 ch 170 SLA
1976; am § 69 ch 123 SLA 1980)

Sec . 1 0 .2 5 . 5 4 0 .  T a x a t io n  o f  c o o p e r a t iv e s .  ( a )  C o o p e ra t iv e s  
under AS 1 0 .2 5 .0 1 0  -  1 0 .2 5 .6 5 0  s h a l l  a p p ly  f o r  a b us iness  l ic e n s e  
and pay th e  i n i t i a l  l i c e n s e  fe e  as p ro v id e d  by the  A laska  
Business L ic e n s e  A ct (AS 4 3 .7 0 .0 2 0  -  4 3 . 7 0 . 1 2 0 ) ,  as amended.

(b )  B e fo re  March 1 o f  each y e a r ,
(1 )  each te le p h o n e  c o o p e r a t iv e  s h a l l  pay to  th e  s t a t e ,  

in s te a d  o f  s t a t e  and l o c a l  ad v a lo re m , income and e x c is e  taxes  
which may be assessed o r l e v i e d ,  a p e rc e n ta g e  o f  i t s  gross r e v e ­
nue ea rned  d u r in g  th e  p re c e d in g  c a le n d a r  y e a r ;

(2 )  each e l e c t r i c  c o o p e r a t iv e  s h a l l  pay to  th e  s t a t e ,  
in s te a d  o f  s t a t e  and l o c a l  ad v a lo re m , income and e x c is e  taxes  
which may be assessed o r l e v i e d ,  a t a x  on the number o f  k i l o w a t t  
hours o f  e l e c t r i c i t y  s o ld  a t  r e t a i l  by th e  c o o p e r a t iv e  d u r in g  th e  
p re c e d in g  c a le n d a r  y e a r .  (§  33 ch 93 SLA 1959; am § 1 ch 66 SLA 
1960; am § 1 ch 74 SLA 1980)

Sec . 1 0 .2 5 . 5 5 0 .  Amount o f  te le p h o n e  c o o p e r a t iv e  gross r e v e ­
nue t a x .  The te le p h o n e  c o o p e r a t iv e  g ro ss  revenue ta x  s h a l l  be 
computed as f o l lo w s :

(1 )  one p e rc e n t  o f  g ross  revenue f o r  c o o p e r a t iv e s  which have 
f u r n is h e d  te le p h o n e  s e r v ic e  to  consumers f o r  le s s  than f i v e  y e a rs  
as o f  December 31 o f  th e  p re c e d in g  c a le n d a r  y e a r ;

(2 )  two p e rc e n t  o f  gross revenue f o r  c o o p e ra t iv e s  which have 
f u r n is h e d  te le p h o n e  s e r v ic e  to  consumers f o r  f i v e  ye ars  o r lo n g e r  
as o f  December 31 o f  th e  p re c e d in g  c a le n d a r  y e a r .  (§  33 ch 93 
SLA 1959? am § 1 ch 66 SLA 1960; am § 2 ch 74 SLA 1980)
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Sec. 1 0 .2 5 . 5 5 5 .  Amount o f  e l e c t r i c  c o o p e r a t iv e  t a x .  (a )  The 
e l e c t r i c  c o o p e r a t iv e  t a x  s h a l l  be computed as f o l lo w s :

( 1 )  o n e - f o u r t h  m i l l  p e r  k i l o w a t t  hour f o r  c o o p e r a t iv e s  which  
have f u r n is h e d  e l e c t r i c  en erg y  and power to  consumers f o r  le s s  
th a n  f i v e  y e a rs  as o f  December 31 o f  th e  p re c e d in g  c a le n d a r  y e a r ;

( 2 )  o n e - h a l f  m i l l  p e r  k i l o w a t t  hour f o r  c o o p e r a t iv e s  which  
have fu r n is h e d  e l e c t r i c  en erg y  and power to  consumers f o r  f i v e  
y e a rs  o r  lo n g e r  as o f  December 31 o f  th e  p re c e d in g  c a le n d a r  y e a r .

(b )  In  t h i s  s e c t io n ,  " m i l l "  means o n e - t e n th  o f  one c e n t .
(§  3 ch 74 SLA 1980)

S ec . 1 0 .2 5 . 5 6 0 .  Manner o f  com puting te le p h o n e  c o o p e r a t iv e  
g ro ss  re v e n u e .  Gross revenue o f  a te le p h o n e  c o o p e r a t iv e  in c lu d e s  
a l l  revenues earned  from  l o c a l  and t o l l  s e r v i c e s .  (§  33 ch 93 
SLA 19 59 ; am § 4 ch 74 SLA 1980)

S ec . 1 0 .2 5 .5 7 0 .  Refund to  l o c a l  g overn m ents . The proceeds  
o f  th e  te le p h o n e  c o o p e r a t iv e  gross  revenue ta x  and th e  e l e c t r i c  
c o o p e r a t iv e  t a x ,  le s s  th e  amount expended by th e  s t a t e  in  t h e i r  
c o l l e c t i o n ,  s h a l l  be re fu n d e d  to  an o rg a n iz e d  borough o r  a c i t y  
o f  any c la s s  in c o r p o r a te d  under s t a t e  la w ,  in  th e  p r o p o r t io n  t h a t  
th e  reven ue  was earned  w i t h in  th e  c i t y  o r  th e  borough a rea  o u t ­
s id e  th e  c i t y .  However, taxes  c o l l e c t e d  on gross revenue earned  
by a te le p h o n e  c o o p e r a t iv e  o r on the  s a le  o f  e l e c t r i c i t y  by an 
e l e c t r i c  c o o p e r a t iv e  o u ts id e  a c i t y  o r  o rg a n iz e d  borough s h a l l  be 
r e t a i n e d  by th e  s t a t e  and d e p o s i te d  in t o  i t s  g e n e r a l  fu n d .  (§ 33 
ch 93 SLA 1959; am § 1 ch 241 SLA 1970; am § 5 ch 74 SLA 1980)

S ec . 1 0 .2 5 . 5 8 0 .  In v e n to r y  and f i x t u r e s  s u b je c t  to  t a x a t i o n .  
The in v e n to r y  and f i x t u r e s  o f  a b us iness  o p e ra te d  by a co o pera ­
t i v e  i n c i d e n t a l  to  th e  f u r n is h in g  o f  c e n t r a l  s t a t i o n  e l e c t r i c  
s e r v i c e ,  i n c lu d in g ,  w i th o u t  l i m i t a t i o n ,  a p p l ia n c e  s to r e s  or 
d e p a r tm e n ts ,  i s  n o t  exempt from  ad va lo rem  t a x e s .  The in v e n to r y  
and accou n ts  o f  th e s e  b us inesses  s h a l l  be s e p a r a t e ly  m a in ta in e d  
and ta x e s  s h a l l  be p a id  upon them as p ro v id e d  by la w .  (§  33 
ch 93 SLA 1959)

S e c . 1 0 .2 5 . 5 9 0 .  C on n ection  and in te r c o n n e c t io n  o f  f a c i l i ­
t i e s .  A te le p h o n e  c o o p e r a t iv e  o rg a n iz e d  o r  d o in g  b us iness  
under t h i s  c h a p te r ,  h e r e a f t e r  d e s ig n a te d  as a p p l i c a n t ,  may 
r e q u i r e  a person f u r n is h in g  te le p h o n e  s e r v ic e  to  th e  p u b l ic  in  
th e  s t a t e ,  h e r e a f t e r  d e s ig n a te d  as company, to  in te r c o n n e c t  i t s  
l i n e s ,  f a c i l i t i e s  o r  systems w i t h ,  o r o th e rw is e  make a v a i l a b l e  
th e  l i n e s ,  f a c i l i t i e s  o r  systems t o ,  th e  a p p l i c a n t ' s  te le p h o n e  
l i n e s ,  f a c i l i t i e s  o r  system s, in  o rd e r  to  p ro v id e  a co n tin u o u s  
l i n e  o f  com m unication f o r  the  a p p l i c a n t ' s  s u b s c r ib e r s .  I f  the  
company and the  a p p l ic a n t  a re  u n a b le  to  ag re e  upon th e  terms and
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conditions of interconnection, including compensation, the 
superior court shall, upon petition of the parties, or either of 
them, establish the terms and conditions. The terms and con­
ditions shall be reasonable and nondiscriminatory. ( §  34 ch 93
SLA 1959)

Sec. 10.25.600. Correction of defectively organized coopera­
tives. If a cooperative has filed defective articles of incor­
poration, or has failed to do all things necessary to perfect its 
corporate organization, it may file corrected articles of incor­
poration, or amend the original articles, and do and perform all 
acts and things necessary for the correction of the defects. The 
action so taken is valid and binding upon all persons concerned. 
The capacity of the cooperative to file corrected articles of 
incorporation or amendments to the original articles, or to do 
and perform all acts and things necessary, may not be questioned. 
<§ 37 ch 93 SLA 1959)

Article 5. General Provisions.

Sec. 10.25.610. Purpose. Cooperative, nonprofit, membership 
corporations may be organized under this chapter for the purpose 
of supplying electric energy or telephone service and promoting 
and extending the use of these services. ( §  2 ch 93 SLA 1959)

Sec. 10.25.620. Chapter extended to existing cooperatives.

Sec. 10.25.630. Construction of chapter. This chapter is 
complete in itself and 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 not apply to a 
cooperative organized under this chapter. The enumeration of an 
object, purpose, power, manner, method or thing does not exclude 
like or similar objects, purposes, powers, manners, methods or 
things. ( §  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 commerce and 
economic development;

(2 ) "cooperative" means a corporation organized under
AS 10.25.010 - 10.25.650 or which becomes subject to AS 10.25.010 
- 10.25.650 in the manner provided in AS 10.25.010 - 10.25.650;

(3 )  "person" means a natural 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" means communication service whereby 
voice communication through the use of electricity is the prin­
cipal intended use, and includes all telephone lines, facilities 
or systems used in the rendition of this service.

(5 ) "related telecommunications service" means telecom­
munications service where there is the transmission and reception 
of messages, impressions, pictures, and signals by means of 
electricity, electromagnetic waves, and any other kind of energy, 
force variations, or impulses, whether conveyed by cable, wire, 
radiated through space, or transmitted through other media within
a specified area or between designated points. ( §  3 ch 93 SLA
1959; am § 10 ch 64 SLA 1959; am § 2 ch 1 SLA 1961; am § 72
ch 218 SLA 1976; am § 5 ch 136 SLA 1982)

'Sec. 10.25.650. Short title. This chapter may be cited as 
the Electric and Telephone Cooperative Act. ( §  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.O. 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.1 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. ■

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

§§s£i9D_A§i. *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
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N A K N E K  E L E C T R I C  A S S O C I A T I O N ,
POST OFFICE BOX 118 •  NAKNEK, ALASKA 99633 • PHONE (907) 246-4261

F e b r u a r y  26, 1988

John Sund, R e p r e s e n t a t i v e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P O  Box V (MS 3100)
Juneau, AK 99811

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

As R e p r e s e n t a t i v e s  f o r  N a k n e k  E l e c t r i c  A s s o c i a t i o n ,  Inc.
( N . E . A . ), we are j o i n t l y  s e n d i n g  t h i s  c o r r e s p o n d e n c e  to a s k  for
y o u r  s u p p o r t  c o n c e r n i n g  H B  394, w h i c h  w i l l  be b e f o r e  you for

c o n s i d e r a t i o n .

T h e  p r o p o s e d  bill will m o d i f y  the e x i s t i n g  l a n g u a g e  of T h e  
E l e c t r i c  and T e l e p h o n e  C o o p e r a t i v e  Act (AS 10.25) in an e f f o r t  to 
meet the c h a n g e s  th a t  h a v e  o c c u r r e d  in t h e  u t i l i t y  i n d u s t r y  s i n c e  
t h e  Act was a d o p t e d  in 1959.

A l t h o u g h  we s u p p o r t  all of  the p r o p o s e d  a m e n d m e n t s ,  t w o  i t e m s  of 
p a r t i c u l a r  c o n c e r n  h a v e  p r o m p t e d  t h i s  writing.

Of  f o r e m o s t  c o n c e r n  to N.E.A. and t h e  o t h e r  C o o p e r a t i v e s  in 
A l a s k a  are the p r o p o s e d  c h a n g e s  to A r t i c l e  3 of t h e ^ S t a t u t e .  
most s i g n i f i c a n t  c h a n g e  h e r e  w o u l d  be thq^dTncrease'''' i n  t h e ^ o T e  \ 
r e q u i r e d  to sell a C o o p e r a t i v e  f r o m  a s i m p l e  m a j o r i t y  tq^ a two- / 
t h i r d s  majority. We feel, t h a t  since'--— the vgttg to  sel l  o r-- 
d i s s o l v e  a C o o p e r a t i v e  is the m o s t  i m p o r t a n t  d e c i s i o n  that the 
m e m b e r s  can make, that t h i s  d e c i s i o n  s h o u l d  be b a s e d  on an 
o v e r w h e l m i n g  m a j o r i t y  of the m e m b e r / o w n e r s .

As y o u  may be aware, N.E.A. a l o n g  w i t h  m a n y  of the o t h e r  
C e r t i f i c a t e d  E l e c t r i c  U t i l i t i e s  in Alaska, h a v e  b e e n  c o n t a c t e d  
for p o t e n t i a l  b u y - o u t  offers, (See a t t a c h e d  c o p y  of  l e t t e r  d a t e d  
O c t o b e r  i2, 1987 f r o m  ERA Realty). T h i s  p r o m p t s  us to p u r s u e  the
a b o v e  r e f e r e n c e d  amendment. T h o s e  of us d i r e c t l y  i n v o l v e d  with 
th e  C o o p e r a t i v e  S y s t e m s  b e l i e v e  t h a t  l ocal o w n e r s h i p  and 
l e a d e r s h i p  is _^tx±i\the b e s t  way to o p e r a t e  a u t i l i t y  company.

N.E.A. is "'also v q r y  i n t e r e s t e d  in the p r o p o s e d  a m e n d m e n t  to 
S e c t i o n  1 0 . 2 5 . 0 2 0 ^ / P o w e r s  of an E l e c t r i c  C o o p e r a t i v e .



P a g e  T w o

T h e  s e c t i o n  r e l a t i n g  to a u t h o r i z i n g  w a s t e  h e a t  d i s t r i b u t i o n  
s y s t e m s  as a C o o p e r a t i v e  f u n c t i o n  is most i m p o r t a n t  to N.E.A. In 
the past, the l e g i s l a t u r e  h a s  e n c o u r a g e d  t h e  use of w a s t e  
heating, but u n f o r t u n a t e l y  the C o o p e r a t i v e s  h a v e  had no c l e a r  
a u t h o r i t y  to e n g a g e  in th a t  business. T h i s  m o d i f i c a t i o n  w o u l d
a l l o w  the C o o p e r a t i v e s  t h i s  o p p o r t u n i t y .  N.E.A. h a s  in place, an 
o p e r a t i n g  w a s t e  h e a t i n g  s y s t e m  t h a t  p r o v i d e s  h e a t i n g  s e r v i c e  to 
8 3 , 8 3 7  s q u a r e  f e e t  of r e s i d e n t i a l  and c o m m e r c i a l  b u i l d i n g s .  We 
b e l i e v e  th a t  t h i s  s e r v i c e  p r o v i d e s  a b e n e f i t  to o u r  c o n s u m e r s  at 
a s u b s t a n t i a l  s a v i n g s  o f  m o n e y  a n d  n a t u r a l  r e s ources. F o r  t h e s e  
reasons, we b e l i e v e  t h e  C o o p e r a t i v e s  s h o u l d  s t a t u t o r i l y  be
p e r m i t t e d  to e n g a g e  in t h i s  business.

We t h a n k  you for y o u r  time, and any c o n s i d e r a t i o n  t h a t  may be 
g i v e n  to t h i s  i m p o r t a n t  L e g i s l a t i o n  w i l l  be a p p r e c i a t e d  by o u r  
c on s u m e r s .

S i n cerely,

 N-/(xA  h i  f x f c u .
D a l e  Peters, D i r e c t g r

D a n i e l  E. Bloomer, 
G e n e r a l  M a n a g e r

__________
E d w i n  Anderson, V i c e - P r e s i d e n t

c c : D a v i d  Hutchens, A R E C A
R o g e r  Kemppel, N.E.A. A t t o r n e y
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Electricity co-ops want hostile-takeover protection
T h «  A a y o d iV o d  P r e s s  '

J U N E A U  —  T h e  n o n - p r o f i t  

u t i l i t y  c o o p e r a t i v e !  t h a t  p r o ­

v i d e  r p a n y  A l a s k a n s  w i t h  
e l e c t r i c  p q w j r  a r e  s e e k i n g  

s a f e g u a r d s  a g a i n s t  h o s t i l e  ■ 

t a k e o v e r s  b y  p r o f i t a b l e  c o m ­

p a n i e s .
A  b i l l  s u p p o r t e d  b y  t h e  

A l a s k a  R u r a l  E l e c t r i c  C o o p e r ­

a t i v e  A s s o c i a t i o n  a n d  I n t r o ­

d u c e d  I n  b o t h  h o u s e s  o f  t h e

l e g i s l a t u r e  w o u l d  I n c r e a s e  t h e  

v o t e  n e e d e d  t o  s e l l  o r  d i s b a n d  

a  u t i l i t y  f r o m  h a l f  t h e  m e m ­

b e r s  t o  t w o - t h i r d s .
" W e  a s  a  c o - o p  o r g a n i z a t i o n  

a r e  n o t  t r y i n g  t o  k e e p  a  c o - o p  

f r o m  s e l l i n g  I f  I t ' s  t h e  o p i n i o n  

o f  t h e  v a s t  m a j o r i t y  o f  t h e  
m e m b e r s h i p  t h a t  t h e y  s h o u l d  

s e l l , "  s a y s  K e n  J o h n s o n ,  I n ­

f o r m a t i o n  d i r e c t o r  f o r  t h e  a s ­

s o c i a t i o n .

" I f  y o u  h a v e  2 ,1 1 0 0  m e m b e r s  

a n d  1 , 2 5 1  v o t e  t «  s e l l  a n d  

1 , 2 4 9  v o t e  n o t  t o ,  l a  t h a t  c l e a r  

e n o u g h  t o  g o  a n d  s e l l ?  W e  
t h i n k  t h e  m a r g i n  s h o u l d  b e  

s u b s t a n t i a l l y  g r e a t e r , "  J o h n ­
s o n  s a i d  T h u r s d a y .

T h e r e ' s  n o  I m m e d i a t e  

t h r e a t  o f  u t i l i t y  t a k e o v e r s  I n  

A l a s k a ,  J o h n s o n  s a i d .

c e r e  s h o u t  t h e m  I n  t h e  L o w e r  

4 8 ,  h e  s a i d ,  a n d  a s  A l a s k a  

e o - o p s  I m p r o v e  t h e i r  f i n a n c i a l  

l o o t i n g  t h e y  m i g h t  b e c o m e  

a t t r a c t i v e  t o  u t i l i t i e s  l o o k i n g  
t o  e x p a n d ,  g r o w i n g  c o m p a ­

n i e s  i q  o t h e r  s t a t e s  h a v e ,  I n  

e s s e n c e ,  b o u g h t  o u t  s o m e  c o ­

o p s  b y  o f f e r i n g  m e m b e r s  
m o n e y  f o r  g i v i n g  u p  t b e l r

B u t  t h e r e  I s  I n c r e a s i n g  c o n -
s h a r e s  o f  a  c o - o p ' s  e q u i t y ,  h e  

s a i d .
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Non-profit utility co-ops takeovers
• w -

B y  S U E  C R O S S
lm moocuto rwiu
The non-profit utility cooperatives 

that provide many Alaskans with 
electric power are seeking safe­
guards agalnot hostile takeovers by 
profitable companies.
A bill supported by the Alaska Ru­

ral Electric Cooperative Assoclallon 
and Introduced in both houses of the 
legislature would Increase the vole 
needed to sell or disband a utility, 
from half the members to two-thirds.
"We as a co-op organization are 

not trying to keep a co-op from sell­
ing If It's Uie opinion of the vast ma­
jority of the membership that they

s h o u l d  s e l l , "  s a y s  K e n  J o h n s o n .  I n ­
f o r m a t i o n  d i r e c t o r  f o r  t h e  a s s o c i a ­
t i o n .

"If you have 2,500 members and 
1,251 vote to sell and 1,240 vote not to, 
Is that clear enough to go and sell? 
We think the margin should be sub­
stantially greater,” Johnson said 
Thursday.
There's no Immediate threat of 

utility takeovers in Alaska, Johnson 
said.
But there Is increasing concern 

about them In the Lower 48, he said, 
and as Alaska co-ops improve their 
financial footing they might become

attractive to utilities looking (o ex­
pand. Growing companies In other 
states have, In essence, bought out 
some coops by offering members 
money for giving up their shares of a 
co-op's equity, he said.
Alaska utilities sre Just beginning 

to consider (he Issue because they're 
becoming financially attractive for 
the first time ancr a long period of 
development, Johnson said.
During the 1970s and early 1980s, 

demand for electricity was booming 
with the population and utility co-ops 
were borrowing as fast as they could 
- oRcn at high interest rates - to 
meet the need.

The large debts a n d  high itirt-up 
cotta left the co-ops with tittle equity 
that another corporation .would want 
to acquire. ■: r '

S i n c e  t h e n  t h e  l o o n s  h a v e  b e e n  r e ­
f i n a n c e d  a t  l o w e r  I n t e r e s t ,  t h e y ’r e  
b e i n g  p a i d  o f f  a n d  A l a s k a  u t i l i t i e s  

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

t w o  o f  A l a s k a ' s  17  e l e c t r i c  c o o p e r a ­
t i v e s ,  t h e  B a r r o w  a n d  M i d d l e  
K u i k o k w l m  c o - o p s .  A b o u t  7 0  p e r c e n t  

o f  A l a s k a  e l e c t r i c  c o n s u m e r s  a r e  
m e m b e r s  o f  t h e  c o - o p s ,  J o h n s o n  s a i d .
The coop bills (SBS80 and HB394) 

also would affect telephone coopera­
tives.

O t h e r  t h a n  t h e  p r o p o s e d  v o t i n g  
c h a n g e ,  m o s t  o f  t h e  m e a s u r e ' s  p r o v i ­

s i o n s  w o u l d  s i m p l y  c l a r i f y  c o o p s '  
c u r r e n t  b r a t t i c e s  b y  p u t t i n g  t h e m  I n  
s t a t u t e ,  J o h n s o n  s a i d .

U t i l i t i e s  w a n t  i t  s t a t e d  i n  l a w  t h a t  
t h e y  c a n  d o n a t e  m o n e y  t o  c h a r i t i e s  
or e d u c a t i o n a l  g r o u p s  -  a s  s o m e  d o  
n o w  -  a n d  t h a t  m e m b e r s  c a n  v o t e  
b y  m a l l  a s  w e l l  a s  v o t i n g  i n  p e r s o n  a t  
c o o p  m e e t i n g s .

■ Mort of the larger co-ops already 
allow mall ballots because they don't 
have room to house a  meeting of half 
their members and to increase the 
voting rate, Johnson said.
Other provisions of the bill would:

• Allow coops to run a waste heal 
distribution system;
• Require membership as a condi­

tion of getting service from a coop;
• Increase the notice time for a 

public meeting from no more than 40 
days to 120 days;
• Allow coops to Insure their offi­

cers and directors against liability 
connected to their service;
• Clarify open mcelings require­

ments to allow executive sessions - 
which are closed - when discussing 
labor and personnel matters: litiga­
tion; a member's finances: bids, 
trade secrets or confidential com­
mercial information.




