


ALASKA RURAL ELECTRIC COOPERATIVE
ASSOCIATION, INC.

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

May 7, 1980

Dear Senator Kelly:

This letter is to ask you to please support passage of Senate
CS for HB 394 (LAC). This bill amends the Electric and Telephone
Cooperative Act (AS 10.25), and it deals with us only in our
corporate capacity as cooperatives. All Alaska statutes that deal
with our business as utilities are found in AS 42.05 and are not
affected by this bill.

Attached 1is an explanation of the provisions of Senate CS for
HB 394 (LAC) organized by subject area. If you or your staff have
questions, please give me a call at 463-4982.

David Hutchens

DEMOCRACY IN ACTION



Senate CSHB 394 (LtC)
Amendments to Electric and Telephone
Cooperative Act (AS 10.25)

Coaaet. ia froa Alaska Rural Electric
Cooperative Association (ARECA)

Introduction

The Electric and Telephone Cooperative Act vas originally
enacted in 1959 as a variation of the aodel state legislation
recoaaended by the Rural Electrification Adainlstration (REA), a
unit vithin the U.S. Department of Agriculture. The REA serveB as
the principal banker for most electric and telephone cooperatives,
and this relationship accounts for their strong and continuing
Interest in our state enabling legislation.

The envlronaent vithin vhich the coops operate has changed
laaensely during the last 29 years, and the old eodel act no longer
covers everything that is needed in Alaska lav. There have been a
nuaber of aaendaents to AS 10.25 through the years; and soae
internal inconsistencies vithin the Act have resulted froa soae of
those aaendaents.

ARECA had a coaaittee froa across the state study AS 10.25 for
about a year to develop the changes vhich are needed to clear up
anbiguitie8, to perait cooperatives to operate efficiently, and to
assure proper control of the cooperatives by the aeabers. The
draft prepared by that coaaittee and unanaaously approved by the
aeabers of the association provided the starting place froa vhich
HB 394 vas prepared.

CsiOgting
One kind of change vhich appears in nuaerous locations
throughout this bill is to clear ojp the conflicting language on hov

aeabership votes aay be conducted. The legislature decided long
ago that coops should have the option of conducting elections and
other aeabership votes by aail. Hovever, a nuaber of sections
still refer to such decisions being Bade *at the meeting. * This
bill vould sake it clear that, if the bylavs so provide, all
aeabership votes can be conducted by sail.

1*1s?9¥SE1/ SETI9yE]

A second change vhich required aaendaents in several sections
is to sake certain that any proposed sale of a cooperative is
considered by an informed reaberahip and that a decision to sell
must be agreed to by a substantial proportion of the aeabers of the
cooperative (Sec. 7, 20, 21, 22). The sale or dissolution of a
cooperative is final and irreversible. Such a aoaentous decision
should not be Bade lightly or by a simple majority. If a pro-sale
majority one day becomes a minority on soae other day, there is no
vay to unscramble the egg. To protect the interests of the
cooperative aeabers against transitory svings in public opinion, a
large majority should be required to agree to the death of the
cooperative. In this bill, a tvo-thlrds aajorlty of those voting
is required vhich must also be a majority of all members. Present
lav requires a majority vote of all members.
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S»c. 18 and aubaactlon 22(d) vara addad at tha raquaat of tha
IBEV to provlda if a cooparatlva la aargad into anothar or la aolo,
tha axlatlng labor contrscta auat ba honorad by tha nav ovnara.

Tha authority to aaka contribution* fat varloua public purpoaaa
(Sac. 2) la adoptad varbatla froa tha lav govarning all othar typaa
of cooparatlvaa In thla atata (AS 10.19*919 (12)). A typical
Inatanca In vhich thla authority la naadad la vhan aoaa local civic
or charltabla group plana an avant for vhich It naada a taaporary
aarvlca. In many auch caaaa, tha cooparatlva vould llka to aupport
tha local affort by aaklng an In~kind contribution of tha taapoary
aarvilca drop rathar than having to charga according to Ita lIna
axtanalon policy. Anothar axaapla la to paralt tha alactrlc coopa
to particlpat* In tha national Elactrlc Povar Raaaarch Inatltuta.

Sac. 3 prohibit* cooparatlvaa froa ualng coop funda to aupport
or oppoaa a candldata for dlractor.

Elactrlc cooparatlvaa vould alao ba authorlzad to oparata vaata
heat distribution ayataaa (Sac. 4). Sinca 1969, tha laglalatura haa
ancouragad tha uaa of vaata haat, but tha cooparatlvaa hava no claar
authority to angaga In that bualnaaa. Tha authority to oparata an
axlatlng haat dlatrlbutlon ayataa (othar than vaata haat) la
Intandad to paralt Goldan Vallay Elactric Aaaoclatlon to oparata tha
Falrbanka dlatrilct haatlng ayataa no* ovnad by tha city If tha city
ahould daclda to dlvaat Itaalf of that ayataa.

Haabara

Tha provlalon to paralt cooparatlvaa to raqulra aaabarahlp aa a
condition of aarvilca (Sac. 6) la nacaaaary to protact tha coopa froa
tha poaalblllity of loalng thalr tax axaapt atatua. Tha Intarnal
Ravanua Sarvica (IRS) raqulraa cooparatlvaa to gat not laaa than 05
parcant of thalr ravanuaa froa providing aarvilca to aaabara.

Tha provlalon prohibiting cooparatlvaa froa taralnatlng or
auapanding aaabarahlpa (Sac. 6) unlaaa thalr bylava aatabllah tha
procadure, la alao nacaaaary to kaap tha coopa out of troubl* vith
tha IRS. Taralnatlng or auapandlng a aaabarahlp vithout dua procaaa
can cauaa tha loaa of a tax axaaptlon. Thla provlalon vaa adaptad
froa California Corporat* Coda 12410, Artlcl* 4.

Tha Incraaaa In notlca raqulraaanta for apaclal aaatlnga of tha
aaabara (Sac. 7) la nacaaaary to glva adaquata tlaa for tha
Inforaatlonal procaaaaa aatabllahad In Sactlon 22 to ba uaad vhan a
apaclal aaatlng la callad to aall a cooparatlva. Sac. 7 alao
axpanda tha notlca parlod for tha annual aaatlng froa 70 to 40daya
to IS to 80 daya to aaka aura tha notlca contalnad it. tna Bytllil?
aagazlna can ba dallvarad vithin tha raqulrad tlaa parlod.

Racord_Data

Eatabllahlng a racord data for tha right to partlc'pat* In
aaabarahlp aaatlnga (Sac. 9) halpa to allainata dlaputaa aa totha
lagallty of action* takan bytha aaabara on hotly contratad laauaa



m annual or apaclal meeting# or othar cooparatlva alaotlona. Thla
nav nactlon vac adaptad froa tha Alaaka Bualnaaa Corporation Act

(AS 10.1S.144).

Board Compensation

Tha principal ohanga In Sac. 10 la to clarify tha lav on tha
payaant of par dlaa to dlractora. Tha Intant la to aaka It claar
that d’'rectora can ba coapanaatad for tha daya on vhich tha
dlractor la attandlng aaatlnga In tha parforaanca of dutlaa and for
nacaaaary traval daya to and froa auch aaatlnga, not juet
attandanca at foraal aaatlnga of tha board.

LlabllItEL Indemnification, _and_Insurance

Tha nav languaga contained In Sac. 11 la nacaaaary to protact
dlractora and offlcara froa individual liability for action#
proparly takan In tha couraa of thalr dutlaa. Subaactlon (a)
Ilaita tha liability) (b) authorize# tha cooparatlva to Indaanlfy
tha dlractora; and (c) authorlzaa tha cooparatlva to buy dlractora*
and offlcara* liability Inauranca aa a vay to provilda tha

Indaanliflcatlon.
Slallar llaltatlona on paraonal liability ara provided for

diractora and offlcara of bualnaaa corporatlona (AS 10.05.010 (g)>
and for aany nonprofit corporatlona, public hoapitala, public
achooli, and aunlclpalitlaa (AS 9.17.050). SB 343 provldaa aiallar
Ilaltatlona on individual liability for dlractora of bualnaaa
corporatlona, tha raat of tha nonprofit corporatlona, and all othar

klnda of cooparatlvaa.

nernJlfatlnga
Board aaatlnga coult, ba conducted by teleconference (Sac. 14).

A aiallar provlalon la aada for boarda of bualnaaa corporatlona
(A8 10.05.199 (a)).

Tha penalty for vlolatlona of tha aee nga atatute la ravrlttan
In Sac. IS to paralt tha court to dataralna tha appropriate
equitable relief. .Under tha prevent lav tha only penalty
authorized la to void any action takan at a meeting not In
compliance vith thla aectlon of tha lav. Recent court declalona
aeea to Indicate that there la no vay to correct actlona takan
Incorrectly once they have been voided. Thla could cripple a
cooperative utility If action on a major Itaa like a pover aupply
contiact vere voided.

Cwm«Inmtlon_of _ rda

Information vhich vaa prepared during or for uae In an
executive eeealon vould be protected In vritten form (Sec. 16).
For axaapla. It doee no good to go Into executive aeaalon to
dlacuaa an attorney*a briefing paper on a pending lavault If that
paper iteelf la available for Inapection.

limitation* on Self_pf FroPffjy
In addition to requiring'a tvo-thlrda majority of thoaa voting,

vhich muat alao be a majority of all meabera, to aall a cooperative
aa dlacuaaed earlier, Section 31 olarlflea tha lav on exactly vhich
aalaa of coop property auat be referred to vote of the meabera.



Sec. 22 eatabllahea a procedure for having the cooperative”®
property appralaed, Informing the meabera, and Inviting competing
propoaala. The purpoae of thla aectlon la to protect the aeabera
by making aure they knov vhat the coop’a property la vorth before
they vote on an offer to buy It.

Sale_of _Ql*cier_Highyay_Electric_Aaeociatign_tg_Alaaka_Electric_
CiflbE_8QILEIXEE

The poaalble merger of the tvo utllltiea in the Juneau area haa
been under negotiation, off and on, for about 20 yeara and on
March 31, IP**Afl the GHEA aembera voted to aell their cooperative to
AELIP. The rulea regarding that tranaactlon ahould not be changed
vhen It la ao near coapletion. Sec. 23 provldea that any aale of
cooperative property approved by the membera under AS 10.25.400
before the effective date of thla Act vill be valid even if the
trinaactlon la not completed by the effective date.

Sec. 24 repeala AS 10.25.245. Thla aectlon van enacted In 19SO
et the requeat of GHEA, and It vaa intended to make a merger vith
AELLP eaaler. The negotlatlona have proved thla approach not to be
practical, and It vaa not uaed In the aale of GHEA to AELLP. Thla
aectlon aervea no purpoae, and ve aak that It be repealed.



LETTER OF INTENT
on
HB 394

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

a quorum 1is present in person at the meeting of the members.



CSHB 394 (Judiciary)
Amendments to Electric and Telephone
Cooperative Act (AS 10.25)

Comments from Alaska Rural Electric
Cooperative Association (ARECA)

Introduction

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

The environment vithin vhich the coops operate has changed
immensely during the IBst 29 years, and the old model Bet no longer
covers everything that is needed in Alaska lav. There have been a
number of amendments to AS 10.25 through the years, and some
internal inconsistencies vithin the Act have resulted from some of
those amendments.

ARECA had a comnittee from across the state study AS 10.25 for
about a year to develop the changes'vhich 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 the starting place from vhich
HB 394 vas prepared.

Hail _Voting
One kind of change vhich appears in numerous locations
throughout this bill is to clear up the conflicting language on hov

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. Hovever, a number of sections
still refer to such decisions being made *at the meeting.* This
bill vould make it clear that, if the bylavs so provide, all

membership votes can be conducted by mail.

Takeovers/Sellouts

A second change vhich required amendments in several sections
is to mBke certain thBt Bny 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. 7, 20, 21, 22). 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. |If a pro-sale
majority one day becomes a minority on some other day, there is no
vay to unscramble the egg. To protect the interests of the
cooperative members against transitory svinga in public opinion, a
large majority should be required to agree to the death of the
cooperative. In this bill, a tvo-thirda majority of thoae votiny
is required vhich must also be a majority of all members. Present
lav requires a majority vote of all meabera.

1



ProtectiBa-0l-LskCE-CeQiEiCie

Sec. 18 and subsection 22(d) vere added at the request of the
IBEV to provide if a cooperative is merged into another or is sold,
the existing labor contracts must be honored by the nev ovnern.

Povera_of_CooperativEs

The authority to sake contributions for various public purposes
(Sec. 2) is adopted verbatim from the lav governing all other types
of cooperatives in this state (AS 10.15.010 (12)). A typical
instance in vhich this authority is needed is vhen some local civic
or charitable group plans an event for vhich it needs a temporary
service. In many such cases, the cooperative vould 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. Another example is to permit the electric coops
to participate in the national Electric Pover Research Institute.

Sec. 3 prohibits cooperatives from using coop funds to support
or oppose a candidate for director.

Electric cooperatives vould also be authorized to operate vaste
heat distribution systems (Sec. 4). Since 1960, the legislature has
encouraged tne use of vaste heat, but the cooperatives have no clear
authority to engage in that business. The authority to operate an
existing heat distribution system (other than vaste heat) is
intended to permit Golden Valley Electric Association to operate the
Fairbanks district heating system nov ovned by the city if the city
should decide to divest itself of that system.

Hemjers

The provision to permit cooperatives to require membership as a
condition of rervilce (Sec. 6) is necessary to protect the coops from
the possibility of losing their tax exempt status. Ine Internal
Revenue Service (IRS) requires cooperatives to get not less thBn 65
percent of their revenues from providing service to members.

The provision prohibiting cooperatives from terminating or
suspending memberships (Sec. 6) unless their bylavs establish the
procedure, 'is also necessary to keep the coops out of trouble vith
the IRS. Terminating or suspending a membership vithout due process
can cause the loss of a tax exemption. This provision vaa adapted
from California Corporate Code 12410, Article 4.

HotlcE£_of Msetlngg

The Increase in notice requirements for special meetings of the
members (Sec. 7) is necessary to give adequate time for the
informational processes established in Section 22 to be used vhen a
special meeting is called to sell a cooperative. Sec. 7also
expands the notice period for the annual meeting from 20 to 40 days
to 15 to 60 days to make sure the notice contained in the Rurallte
magazine can be delivered vithin the required time period.

Record_Date

Establishing a record date for the right to participate in
membership meetings (Sec. 9) helps to eliminate disputesas to the
legality of actions taken by the members on hotly conteated issues



at annual or special meetings or other cooperative elections. This
nev section vas adapted Iron the Alaska Business Corporation Act
(AS 10.05.144).

The principal change in Sec. 10 Is to clarify the lav on the
payment of per dies to directors. The intent is to make it clear
that directors can be compensated for the days on vhich the
director Is attending meetings in the performance of duties and for
necessary travel days to and from such meetings, not just
attendance at formal meetings of the board.

t__ abilit"jL_Indemnificationj___and_In8urance

The nev language contained in Sec. 11 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 directors; and (c¢) authorizes the cooperative to buy directors'
and officers' liability insurance aa a vay to provide the
indemnification.

Similar limitations on personal liability are provided for
directors and officers of business corporations (AS 10.05.010 (g))
and for many nonprofit corporatlona, public hospitals, public
schools, and municipalities (AS 9.17.050). SB 343 provides similar
limitations on individual liability for directors of business
corporations, the rest of the nonprofit corporations, and all other
kinds of cooperatives.

Board meetings could be conducted by teleconference (Sec. 14).
A similar provision is made for boards of business corporations
(AS 10.05.199 (a)).

The penalty for violations of the meetings statute is revrltten
in Sec. 15 to permit the court to determine the appropriate
equitable relief. Under the present lav the only penalty
authorized is to void any action taken at a meeting not in
compliance vith this section of the lav. Recent court decisions
seen to indicate that there is no vay to correct actions taken
incorrectly once they have been voided. This could cripple a
cooperative utility if action on a aBjor item like a pover supply
contract vere voided.

Information vhich vaa prepared during or for use in an
executive session vould be protected in vrltten form (Sec. 16).
For example, it does no good to go into executive session to
discuss an attorney's briefing paper on a pending lavsult if that
paper itself is available for inspection.

In addition to requiring a tvo-thirds majority of those voting,
vhich must also be a majority of all members, to sell « cooperative
as discussed earlier. Section 21 clarifies the lav on exactly vhich
sales of coop property must be referred to a vote of the members.

*3_



Sec. 22 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 knov what the coop's property is vorth before
they vote on an offer to buy it.

88i7?_2* GIBcier_Highvay_ Electric_ABBgciatign_tg_AIBBka_Electrif:_
Li9b£f 9D{LE9X2E

The possible merger 01 .he tvo utilities in the Juneau area has
been under negotiation, off and on, for about 20 years and on
Harch 31, 1988 the GHEA members voted to sell their cooperative to
AEL&P. The rules regarding that transaction should not be changed
vhen it is so near completion. Sec. 23 provides that any sale of
cooperative property approved by the members under AS 10.25.400
before the effective date of this Act vill be valid even if the
transaction is not completed by the effective date.

Sec. 24 repeals AS 10.25.245. This section vas enacted in 1980
at the request of GHEA and it vas intended to make a merger vith
AEL&P easier. The negotiations have proved this approach not to be
practical, and it vas not used in the sale of GHEA to AEL&P. This
section serves no purpose, and ve ask that it be repealed.
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SB 359

Sec”™l.  Amends powers of coop-
eratives to authorize donations.

88F:.7¢ Authorizes electric
cooperatives to operate waste
heat or existing district heat
systems.

88572*  Amendment to bylaws
provision to nmake it clear that
elections may be conducted by
mail.

Permits coop to require
membership as condition of service
and to terminate membership
through process contained in
bylaws.

Special meetings of
membership require notice of 90
to 120 days.

Clarification of language
on voting to permit mail voting but
not proxy voting.

§?9iZ* Authorizes coop to set a
record date for participation in
elections.

Soc._8. Authorizes director comp-
ensation for each day of attendance
at meetings. Recall of directors
to be for cause.

HB 394

Amends AS 10.05 to conform
to repeal of AS 10.25.245.

Sec.2. Same.

Prohibits use of cooperative
funds to promote or oppose candidates
for director.

Sec.4. Same.

Sec. 5. Same.

Sec. 6. Same.

Sec._7. Same on special meetings.
Annual meeting notice changed from 20
to 40 days to 15 to 50 days.

Sec.,8. Same.

8liSt.2* Same except that record date
cannot be more than 30 days in advance

of veeting or election.

Same except that it clarifies
language and adds necessary travel days
to attend meetings. It also requires
coops to have procedure for recall of
directors for cause.



Provides for limitation of
personal liability of directors,
permits coop to indemnify directors
and purchase insurance.

Sec™NQ. Eliminates surplus language
to achieve clarity.

Sec. Il. Clarification for use of
mail voting.

8?9:.i2* Authorizes board meetings
to be conducted by teleconference.

Lists specific topics vhich

may be discussed by board in executive

session.

Sec™M. Give court authority to
order appropriate relief for viola-
tions of open meeting act rather than
all action automatically being void.

Cooperatives nmay withhold
books and records on subjects
discussed in executive session.

SeCj_16. Election for merger of
cooperatives may be conducted by
mail.

unless

Sec”™lZ. Election for consolidation
of cooperatives may be conducted by
mall.

899M18*  Election for dissolution
of cooperative nmay be conducted by
mail and a two-thirds vote of all
members is required.

Secj.ll.  Same,
Sec. 12.  Same,
SeCj.13.  Same,
Secj.14. Same except thatit assures

right of member toattend Bnd listen.

Secj.15.  Same,

889i.18*
and records that vere prepared for or
during discussion in an executive
session, and may withhold identity of
public records discussed in executive
session.

Sec..J7. Sanme.

8S9:.i8* Cooperatives may not merge
surviving cooperative complies with
existing labor contracts.

Sec™N9. Same.

i897?0. Same except that vote is
two-thirds of those voting vhich must
also be a majority of all members.

Cooperatives may withhold books



8?5ii8* Election for aale of 15
percent or aore of cooperative
property aay be conducted by mail
and a tvo-thirda vote of all
members is required.

Before election to sell
15 percent or more of cooperative
property, there must be appraisals,
notice to members, notice to other
cooperatives, andcompeting proposals
must be submitted to members.

Sec.21. Immediate effective date.

SeCj.21. Same except i hat vote is
tvo-thirda of those voting vhich must
also be a majority of all members.

i8Si.22. Same except that language

on appraisals is refined and a provision
is added vhich requires purchaser to
comply vith existing labor contracts.

87?51?72 Sales of cooperative property
approved by the members before the
effective date of this net are not
effected by this act.

Repeals AS 10.25.245 vhich
authorizes mergers of coops vith
business corporations.

Sec.25. Same.



Amendments to Electric and Telephone
Cooperative Act (AS 10.55)

Comments from Alaska Rural Electric
Cooperative Association (ARECA)

Introduction

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

The environment Hithin nhich the coops operate has changed
immensely during the last £9 years, and the old model act no longer
covers everything that is needed in Alaska lan. There have been a
number of amendments to AS 10.55 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 10.55 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 the starting place from nhich
SB 369 and HB 394 Here prepared.

Mai_1_Voting

One kind of change nhich appears in numerous locations
throughout these bills is to clear up the conflicting language on
hon 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 nould make it clear that, if the bylans so provide, all
membership votes can be conducted by mail.

INkE2NENs/Sellouts

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, 50). 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. If 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.



Powers_of_Cooperati_yes

The authority to make contributions for various public purposes
(Sec. 1) is adopted verbatim from the lan governing all other types
of cooperatives in this state (AS 10.15.010 (13)). A typical
instance in nhich this authority is needed is when some local civic
or charitable group plans an event for nhich 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. Another example is to permit the electric coops
to participate in the National Electric Poner Research Institute.

Electric cooperatives nould also be aut” rized to operate naste
heat distribution systems (Sec. 2). Since 1960, the legislature has
encouraged the use of WaSIe heat, but the cooperatives have no clear
authority to engage in that business. The authority to operate an
existing system (other than naste heat) is intended to permit Golden
Valley Electric Association to operate the Fairbanks district
heating system non onned 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 necessaiy 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 bylans establish the
procedure, 1is also necessary to keep the coops out cf trouble nith
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 iIn notice requirements Tfor special meetings of the
members (Sec. 5) is necessary to give adequate time for the
informational processes established in Section 30 to be used when a
special meeting is called to sell a cooperative.

BEESCd_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).

IEECN-QEEEEDEIIIEB

The principal ch*® 7 in Section 8 is to clarify the law on the
parent of per diem to directors. The intent is to make it clear
that directors can be compensated for the days on nhich the director
is attending meetings in the performance of duties, not just



attendance at formal meetings of the board. HoMever, 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
nere 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 12, the nords "and at a" should be replaced nith "or
other. "

LiabilityL_IndemnificationlL_and_lInsurance

The nen language contained in Section 9 is necessary to protect
directors and officers from individual liability for actions
properly taken in the course of their duties. Subsection (@
limits the liability; (b) authorizes the cooperative to indemnify
the directors; and (¢) authorizes the cooperative to buy directors”
and officers” liability insurance as a nay to provide the
indemnification. Similar limitations on personal liability are
provided for directors and officers of business corporations
(AS 10.05.01i1 (@) and for many non profit corporations, public
hospitals, public schools, and municipalities (0S 9.17. 050).

8QiHd_Meetings

Board meetings could be conducted by teleconference (Sec. 12).
A similar provision is made for boards of business corporations
(AS 10.05.199 (@)-

Several specific items are listed Mhich Mould permit a board of
directors to meet in executive session (Sec. 13). Each of these
specifics Mas thought to be encompassed in the general reasons for
executive sessions listed as 1 - 3 Mhen this statute Mas enacted in
1982. 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
reMritten as is done in Section 14 to permit the court to determine
the appropriate equitable relief. Under the present lan the only
penalty authorized is to void any action taken at a meeting not in
compliance Mith this section of the law. Recent court decisions
seem to indicate that there is no May to correct actions taken
incorrectly once they have been voided. This could cripple a
cooperative if action on a major item like a poMer supply contract
Mere voided.

fcxamination_of..Records

Information on subjects Mhich can properly be discussed in
executive session should also be protected in Mritten 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 on Sple of Property

In addition 10 requiring a tMo-thirds vote to sell a
cooperative as discussed earlier, Section 19 clarifies the la,i on
exactly Mhich sales of coop property must be referred t0 @ vote of
the members.



Section 30 establishes a procedure for having the cooperative9s
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 is north before
they vote on an offer to buy it.

We do propose that this section be amended on page 13, line 11
by changing the phrase "have this property appraised” t0 “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.

5i12e £r_8i1dCJ8/; W//7ftway £"iectric_Pssociation_to_Pias/<a £J8rtric,,

Lishli-siQd-Esa&ii
The possible merger of the tno utilities in the Juneau area has

been under negotiation,off and on, for about 30 years. We do not
nant to change the rules regarding that possible transaction nhen \MA
it is so near completion, A nen section on "transitional | g
provisions™ should be added nhich provides that any sale of \ \
cooperative property approved by tihe membiears under AS 10.35. 4@®VVr qli)| v
before the effective date of this Act nill be valid even iIf the A A
transaction is not completed by the effective date.

Another nen section needs to be added to repeal AS 10.35.345. w

This section nas enacted in 1930 at the request of GHEA, and it nas

intended to make a merger nith AEL&P easier. The negotiations have \A> \ \ 0'
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 repealed.



Glacier Highway

Electric Association Inc.
P.O. Box 210547 + Auke Bay, Alaska 99821 « Phone (907) 789-7344

February 4, 1988

David Hutchens, Executive Director

Alaska Rural Electric Cooperative Association, Inc.
237 E. Fireweed Lane, Suite 301

Anchorage, Alaska 99503

Re: HB 394/SB 369

Dave

At our urging AS 10.25 was amended in 1980 to add a section 10.25.245
which would permit the merger of a cooperative with a business

corporation. At the time we hoped to merge with Juneau®s principal
electric utility, the Alaska Electric Light and Power Company. As
events turned out, our merger effort failed. Therefore, we have no

objection to section 10.25.245 being rescinded.

Over the past two years we have been negotiating an asset purchase
agreement with AELP where AELP will purchase all of the assets of our
cooperative. We have reached an agreement and expect this effort to
succeed; however, it will take some time to be approved by our
members, lenders and various government agencies includingtheAlaska
Public Utilities Commission. We ask that our continuing efforts to
consolidate Juneau®s electric utilities be exempted from the proposed
changes of HB 394/SB 369 for 10.25 provisions governing the sale of a
cooperative®"s assets and the dissolution of a cooperative.

Sincerely,

Charles Y. Walls, General Manager
Glacier Highway Electric Association, 1Inc

cc: W.A. Corbus, AELP



Re: Dave Hutchens proposed legislation.

Sections 1 & 2 expands the areas of operation for electric co-ops. It
appears to be geared toward a gas pipeline and gas heat production and
distribution system.

Sections 3 -21 are operational changes for electric and telephone
Co-0psS. Sections 3,4,6,7,8,10,11, 16, 17, & 18 are generally
housekeeping changes.

Sec. 1 allows the co-ops to:
* get into the fuel production & transportation business
* joint venture with other co-ops, corporations, the State and
its political subdivisions
* make charitable donations.

Sec. 2 allows the co-ops to:

* get into the heating business

* participate in economic development activities.
Sec. 5 requires 90 - 120 days notice for special meetings.

Sec. 9 limits the liabilities of the directors, employees, etc. and
allows the co-ops to buy insurance on their behalf.

Sec. 12 allows board meetings by teleconference.

Sec. 13 adds items to the list of what can be discussed in executive
session.

Sec. 14 allows members that are affected by this section to sue and
receive relief.

Sec. 15 allows co-ops to withhold information that may be discussed at
executive sessions.

Sec. 19 changes the required vote needed to dissolve a cooperative
from a simple majority to 2/3.

Sec. 20 deals with disposition of cooperative assets. Current
language says "when disposing of fill or a substantial portion". The
proposed wording 1is "more than 15%". Currently a majority vote of the
members is required. The proposal requires 2/3. Currently the board
may dispose of assets to the U.S.government. The newlanguage changes
this to the State gov't.

Sec. 21 requires that before disposal of assets the board must; 1)
have 3 appraisals 2) give 90 days notice to all members. 3) give 90
days notice to all co-ops in Alaska. 4) give 30 days notice to members
of all alternative proposals.

Sec. 22 is an immediate effective date.
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5-1695P
Cramer
5/5/8S

Original sponsor: Labor and Commerce
Committee

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

SENATE CS FOR 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 toelectric and telephonecoopera—
tives; and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 10.05.376(c) 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

¢)) 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 1is necessary, convenient® or appropriate to accomplish the
purpose for which the cooperative is organized;

(5) buy, Jlease, 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

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

(7) construct, maintain, and operate eloctric transmission
and distribution [lines, or telephono lines along, upon, under and
across publicly owned 1lands and public thoroughfares, including,
without limitation, all roads, highways, streets, alleys, bridges* and
causeways;

(8 exercise tho powor of eminent domain;

(@ Dbecome a member of other cooperatives or corporations
or own stock in thorn;

(10) conduct it* business and exercise 1ts pcvora inside or
outsido the state;

(11) adopt, amend* and repeal bylaws;

(12) mako all contracts necessary, convenient* or eppropri-
ate for tho full exercise of its powers;

(13) gftXa .Ugntttigns”™[pr-tlia Bybllg HjBIXflrsL.sg,Xjgrchsma.-
bIfli.flglsntiric, RducaUpnai-pmpgsgRi

(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 tho cooperative 1is or—
ganized.

Sec. 3. AS 10.25.010 1s amended by adding a new subsection to read;
(b) An electric or telephone cooperative say not use cooperative
funds to pronote or oppose the candidacy of a candidate for director

of the cooperative.

* Sec. 4. AS 10.25.020 fﬁ amended to readt

S I j
Sec. 10.25.020. POWERS OF ELECTRIC COOPERATIVE An electric
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cooperative say

D) generate, sanufacturo, purchase, acquire, accusulate”
and traj.aait electric energy, and distribute, sell, supply*. and dis—
pose of electric energy to its coshers, to governmental agencies and
political subdivisions, and to other persons not exceeding 10 percent
of the nucber of 1its coabtre; hovever, a cooperative that (WICK;
acquirer existing electric facilities cay continue service to persons,
not 1in excess of 40 percent of the nucber of its cesbors, who are
already receiving service fros these facilities without requiring then
to becoce cechers, and these persons cay becose nechers upon the teres
as say be prescribed in the bylaws;

(2) assist persons to whoa electric enprgy is or VVi” be
supplied by the cooperative 1in wiring their precises and in achi”ng
and Installing electrical and plucbing appliances, equipment, fiXtureS
and apparatus by financing thee, and in connection with these SerViceS
wire or have wired tho preslees, and buy, acquire, lease, sell, dis—
tribute, install* and repair electric end plucbing appliances, equip™*
cant, Tfixtures* and apparatus;

(}) assist persons to whoa electric energy 1ie or will be
supplied by the cooperative 1in constructing, equipping, cainteinlng*
and operating electric cold storage or processing pisnta by finsncing

thea or otherwise;

fiyflisjL ..In

data of this 1st.

e Sec. ft. AC 10.2ft.070 Is saended to reedi

See. 10.2ft.070.  OVIAUf, The board of director# shall adopt the
firat bylaws or s cooperative to be adopted following an Incore-
conversion. cerger* or oonsolidation. Thereafter the district

SCit CANO )»«'LtC)
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delegates in .ooperatives having throo or core districts that arc not
connsctod by a road syston to another district of tho cooperative cay
adopt, aeond, or repeal the bylaws by the affircativo vote of a cajor-
ity of the district do2ogatos voting on tho adoption, amendment, or
repeal at a coeting of the district dologates. In all othor coopera—
tives the cocbers shall adopt, acond, or ropoal tho bylaws by the
affirmative vote of a cajorlty of tho cocbers voting on the question
(ADOPTION, AMENDMENT, OR REPEAL EITHER AT A MEETING OF THE MEMBERS OR
BY KAIL BALLOT WITHOUT A MEETINGJ. The bylaws r?*all set out the
rights and duties of Bocbers, district dologatoo, and directors and
say contain other provisions for tho regulation and canagecont of tho
affairs of tho cooperative consistent with this chaptor or with tho
articles of incorporation of tho cooperative.
e Sec. 6. AS 10.25.010 is aBonded to read:

Sec. 10.25.010. MEMBERS. lal Each incorporator of a coopera—
tive shall be a tvaber of tho cooperative or of another corporative
that 1S a Besber of 1t. A person say not becose a Berber unless that
person agrees TO use electric energy, or telephone service, or other
services furnished by the cooperative when they are cade available
through 1ts facilities.

Itd Membership in a cooperative 1is not transferrable, except as
provided in the bylaws. The bylaws cay

Ul prescribe additional qualifications and Ilinltations on

Besbershipi

12)  r8spurs BgRberehlp m a condition gt -gtmaJ no service

ill provide tor tBnlnAtion-flJC.~jiuapfej9loDuJ>l_neeteEsMsu
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* Sac. 7. AS 10.25.100 la anended to road:

Sac. 10.25.100. NOTICE OF MEETINGS. Except as otherwise pro-—
vided 1in this chapter, written notice stating tho tine and place of
each rooting of tho Berbers or district dolegatos [AND, IN THE CASE OF
A SPECIAL MEETING, THE PURPOSE OR PURPOSES FOR WHICH THE MEETING IS
CALLED,] shall bo given to each &oé&bor or district delegate, oither
rersonally or by Bail, not loos than 15 [20] days Ol [NOR] norc than

[40] days bofcro tho date of tho sooting. Notlco of a special
EMting-0f th « B«BbRn, ipg«thcr_y Ith notice of the purpose for which
ttH_11Una 1>. SMIlaAj- shall bo given to each nopbor or district
delegate, either osrspnally pr.by Eall.- _not less than 90 davo or rore
than_120 _davs mmbofore. the date of the ecetlr.g. if sailed, notice Iis
considered given when it is deposited 1in the United Statos rail with
postage prepaid addressed to tho aeabor or district delegate at the
address of the nosbor or delegate as it appears on tho rocords of the
cooperative.

* Sec. 8. AS 10.25.120 1is aeended to read:

Sec. 10.25.120. VOTING. Each BA&ber 1Is entitled to one vote on
each natter nubaitted to a vote of the aegfearflhlp ((1) AT A MEETING OF
THE MEMBERS OR (2) BY MAIL BALLOT PERMITTED BY AS 10.25.070). Each
serber of a district is entitled to one vote on each Batter subaitted
to a vote at a district Booting. A aefiber rav not vote by proxy but
ray vote [VOTING at a meeting shall be in person, bue), if the bylaws
so provide, (MA\Y ALSO BE) by ma||

* SeC. 9. AS 10.25 Is aaended by adding d newsection to readi

Seo. 10.25.125. RECORD DATE To dotercine the aeabers entitled
to notice of a seating of the aeabers or tovote ona aatter that is
to be subaitted to a vote of the aeabers, or forany other proper
purpose, the hoard of dlreotors aay fix a date that occurs no sore
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than 30 days before the date of notice or distribution of nail ballots

1
) as the record date Tfor the deternination. If a record date 1is not
3 fixed for the deternination of nenbers entitled to notice of a neeting
or to vote on a natter, the date on which notice of the neeting or of
II nail voting 1is first nailed is the record date. When a deternination
6 of nenbers entitled to voto at a neeting 1is cade, tho deternination
applies until the neeting is adjourned sine die.
; * Sec. 10. AS 10.25.140 is anended to road:
9 Sec. 10.25.140. BOARD OF DIRECTORS. The business of a co—
10 operative shall bo canagcd by a board of not less than five directors,
each of whoa shall bo a nonbor of tho cooporativo or of another co-
;; oporativo which 1is a nonbor of it. Tho bylaws shall prescribo the
13 nuaber of diroctors, their qualifications othor than thoso proscribed
1 in this chapter, and tho aannor of holding cootings of tho board of
16 diroctors and of electing successors to diroctors who resign, die, or
16 aro otherwiso 1incapablo of acting. The bylaws shall [KAY] provide for
17y tho ronoval of diroctors fron offico for cause and for tho olection of
" thoir successors. Diroctors cay not rocoivo salaries for tho sorvices
19 as diroctors and, except 1in ocorgoncioo, shall not receive salarios
20 for their services in any other capacity without tho approval oftho
o neabers. The bylave nay, however, prescribe a fixed foe for each day
. 0X attendance at a Booting of the board of directors or other mooting
7 while officially representing the cooperative and for each day of
7 necessary travel to and froa a aaatlng of the board of directors or
- other. aoatlna_whlla officially representing _tha cooperative [EACH

MEE“NG OF THE BOARD OF DlRECTORS] t id Bay provide for insurance and
rolmbursoaont of actual expenses incurred While P8rXQi*g-duUflfl-flt-Jl

director (or attendancel].

* Sec. 11. AS 10.25 is anended by adding a new section to read!

CSHD 39
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Sec. 10.25.145. LIABILITY, INDEMNIFICATION, AND INSURANCE. (€))
A protected person 1is not individually 1liable for conduct perforned
within the scope of the person®s duties for the cooperative. However,
the protected person may be held individually liable for conduct if it
was not reasonable for the person to believe that the conduct was in,
or not contrary to, the best interests of the cooperative.

(b) Unless prohibited by the articles of 1incorporation or by-
laws, the cooperative shall indonnify a protected person who is or nay
be nade a party to a contested natter against expenses actually and
reasonably incurred in connection with tho contested natter. However,
tho cooperative nay nut indonnify the protected person 1if tho person
did not reasonably beliovo tho conduct to bo 1in, or not opposed to,
tho best 1intorosto of the cooperative. With respect to a crininal
action or proceeding, the <cooporativo shall indemnify a protoctcd
person unloss tho porson had vroasonablo causo to boliovo that tho
conduct was unlawful.

(c) A cooperative nay purchaso and naintain insurance on behalf
of a protectod porson against liability assortod against tho protected
person and incurrod in an official capacity or arising out of the
person*o status, whothor or not tho cooperative would havo tho powor
to indonnify the porson against tho liability under this soction.

()] In this section

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

(2) "contested natter"™ neans a proposed, ponding, or con-
pleted action or proceeding, whethor civil, crininal, administrative,
or investigative!

3) "expenses" 1include attorney fees, judgments, fines, and
anounts paid in settlement;

4) "protected person™ Nneans a director, officer, enployee,

-7 -KL1 SCS CFIIIB 394 (LIC)
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or agent of a cooperative.
* Sec. 12. AS 10.25.150 is amended to read:

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

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

Sec. 10.25.160. STAGGERED TERMS OF OFFICE FOR DIRECTORS. In- |
stead of electing all directors annually, the bylaws may provide that
directors shall be elected for terms not to exceed three years, or
unti) their successors are elected and qualify, and that the terms of
directors shall be staggered 60 that one-third of the directors, or a
number as close to one-third as possible, shall bo elected [AT] each
year [ANNUAL MEETING].

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

(a) A mooting of tho board of diroctors may bo attended by n
bors of tho cooperative. Excoptwhon voice votos are authorized, a
voto shall bo conductod in such amanner that tho mombers may know the
voto of oach porson ontitlod tovoto. Th« board of directors may
conduct a mooting bv tslsconfsronco or similar communications oouip-

aont if ths board aivis rtftsonabltt notice of the mooting and If rom-

hiri_QI _thr_CQQMrtttlvo mooting sitos and hoar
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: of the board participates.

? * Sec. 15. AS 10.25.175(e) 1is repealed and reenacted to read:

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

| * Sec. 16.AS 10.25.235 is amended to read:

’ Sec. 10.25.235. MEMBER 3 RIGHT TO EXAMINE BOOKS AND RECORDS. A
0 member of a cooperative may, at a reasonable time and for a proper
. purpose, examine and make copies of the books and records of the
. cooperative at the principal office of the cooperative. The coopera—
” tive may charge a member an amount equal to the actual cost of du-—
* plicating documents requested under this section. The cooperative may
" withhold books and records <concerning specific matters that vere
16| prepared for or during an executive session under AS 10.25.175(c) and
o not subsequently made public bv the cooperative. The cooperative may
. also withhold the identity of public information that was referred to
. during the executive session.

2 * Sec. 17.AS 10.25.240 is amended to read:

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

* (1) The proposition for the merger of the merging coopcra-
“ tives 1into the surviving cooperative and proposed articles of merger
e shall Dbe submitted to [A MEETING OF) the members of each merging
2?1

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

SCS CSHB 394 (L&C)
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MEETING] shall have attached to it a copy of the proposed articles of
merger.

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

* Sec. 18. AS 10.25.2A0 is amended by adding a new subsection to read:

(b) A merger of electric or telephone cooperatives may not ta
effect unless the surviving cooperative expressly agrees to comply
with the terms of each collective bargaining agreement entered 1into
between a merging cooperative and a labor organization representing
employees of the cooperative that is 1in effect onthe date of merger.

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

Sec. 10.25.260. CONSOLIDATION. Two or core cooperatives, [HERE—
INAFTER! designated in this section as "consolidating cooperative/"
may consolidate into a new cooperative, [HEREINAFTER] designated 1in
this section as the "new cooperative,"” by complying with the following
requi:ements:

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

(2) If the proposed consolidation and the proposed articles
of consolidation, with any amendments, are approved by the offirmative
vote of not less then two-thirds of those members of each

SCS CSHB 394 (L&C) g, -10-
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! consolidating cooperative voting on them, articles of consolidation in
2 the form approved shall be executed and acknowledged on behcilf of each
° consolidating cooperative by its president or vice president and its
) seal shall be affixed and attested by its secretary.

° * Sec. 20. AS 10.25.320 1s amended to read:

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

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

= (2) The proposition is approved bv the affirmative vote of
= at least two-thirds of the members voting on the proposition 1if the
H number of members voting to approve it constitutes [AT THE MEETING THE
" MEMBERS SHALL APPROVE, BY THE AFFIRMATIVE VOTE OF NOT LESS THAN] a
0 majority of all members of the <cooperative [, THE PROPOSITION TO
o DISSOLVE THE COOPERATIVE).

o 3) Upo.1 approval, a certificate of election to dissolve,

o hereafter designated the "certificate,” executed and acknowledged on
2 behalf of the cooperative by 1its president or vice president under 1its
4 seal, attested by its secretary, shall be Submitted to the commission—
= er for filing together with an affidavit by the officer executing the
z certificate stating that the statements 1in the certificate are true.

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

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

2 voted to dissolve the cooperative.

°f * Sec. 21. AS 10.25.400 is amended to read:

% Sec. 10.25.400. LIMITATIONS ON DISPOSITION OF [ALL THE] PROP-—
29

ERTY. A cooperative may not otherwise sell, lea8ex or dispose of more
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than 15 percent of the cooperative®"s total assets, less depreciation,
as reflected on the books of the cooperative at the time of the trans—
action [ALL OR A SUBSTANTIAL PORTION OF ITS PROPERTY] wunless the
transaction 1is authorized under this section. The transaction 1is
approved by the affirmative vote ofnotless than two-thirds of the
members voting on the transaction if the number of members voting to
approve it constitutes [BY THE AFFIRMATIVE VOTE OF NOT LESS THAN] a
majority of all the members of thecooperative. However, notwith-—
standing a provision of this chapter or any other provision of law,
the board of directors may, upon the authorization of a majority of
those members of the cooperative voting on the issue in an election in
which at Jleast 10 percent of the eligible members vreturn ballots
[PRESENT AT A MEETING OF THE MEMBERS], sell, lease™ or otherwise
dispose of all or a substantial portion of its property to another
cooperative or to the state if the sale complies with (d) of this
section [HOLDER OF ITS PROPERTY TO ANOTHER COOPERATIVE OR TO THE
HOLDER OF AN EVIDENCE OF INDEBTEDNESS ISSUED TO THE UNITED STATES OF
AMERICA OR AN AGENCY OR INSTRUMENTALITY OF 1IT].

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

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

than 15 percent of the total assets of the cooperative, other than a
vote to authorize disposition or sole to the state or another coopera—

tive, the board of directors shall

¢)) have the tangible and intangible propert

proposed for sale appraised by three appraisersj the appraisers shall
be chosen by the board and may not be associated with the cooperative
or a proposed buyer of cooperative propertyi the first proposed buyer

sholl advance to the <cooperative money sufficient to pay for the

appraisals i if a buyer otner than tne first proposed buver purchases
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the assets based on the appraisals, the actual buyer shall reinburse
the first proposed buyer for the cost of the appraisals;

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

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

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

board has made; and

() place each proposal for which notice has been giv

the ballot.

(c) This section does rot apply to the transfer of cooperative
property under AS 10.25.240 - 10.25.300.

(d) The sale of a cooperative may not take effect unless the
purchaser expressly agrees to comply with the terms of each collective
bargaining agreement entered into between® the cooperative being sold
and a 1labor organization representing employees of the cooperative
that is in effect on the date of sale.

Sec. 23. The amendments to AS 10.25.400 made by sec. 22 of this Act

do not apply to a sale of cooperative property thatwas approved by the

members before the effective date of this Act.

*

*

Sec. 24. AS 10.25.245 is repealed.

Sec. 25. This Act takes effect immediately under AS 01.10.070(c),
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BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

SENATE BILL NO. 369
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to electric and telephone coopera—
tives; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 10.25.010 is amended to read:
Sec. 10.25.010. POWERS OF ELECTRIC OR TELEPHONE COOPERATIVE.
A electric or telephone 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, Dbuildings, 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, lictnscsx and easements;

(6) borrow money and otherwise contract indebtedness, and
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;
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1 (7) construct, maintain, and operate electric transmission
2 and distribution lines, or telephone lines along, upon, under and
3 across publicly owned Jlands and public thoroughfares, including,
4 without Ilimitation, all roads, highways, streets, alleys, bridgesx and
5 causew;ys;
6 (8) exercise the power of eminent domain;
7 (9) become a mei.ber of other cooperatives or corporations
8 or own stock in them;
9 (10) conduct its business and exercise its powers inside or
10 outside the state;
11 (11) adopt, amende and repeal bylaws;
12 (12) make all contracts necessary, convenient® or appropri-
13 f<r the full exercise of its powers;
ﬂ*.TV (I3) " "mdké " dohations "for the public welfare or for charlta- Sfa.
0> TInS ble, scientific, or educational purposes; VA fit.
il 16 (14) do and perform any other act and thing, and have and
17 exercise any other power which may be necessary, convenient® or appro—
18 priate to accomplish the purpose for which the cooperative is or—
19 ganized.
20 * Sec. 2. AS 10.25.020 is amended to read:
21 Sec. 10.25.020. POWERS OF ELECTRIC COOPERATIVE. An electric
22 cooperative may
23 (¢D) generate, manufacture, purchase, acquire, accumulotex
24 and transmit electric energy, and distribute, sell, supplyx and dis—
25 pose of electric energy to its mombars, to governmental agencies and
26 political subdivisions, and to other persons not exceeding 10 percent
27 of the nuaber of its mombars; however, a cooperative that [WHICH]
28 acquires existing electric facilities may continue service to persons,
29 not in excess of 40 percent of the number of its members, who are

SB 369 SB0369a



© 0 ~N o o DM W N L, O © 00 N O 0PN W NP, O 0O 0o N o a b~ w DN e

already receiving service from these facilities without requiring them
to become members, and these persons may become menbers 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, acquire, lease, sell, dis-
tribute, install”™ and repair electric and plumbing appliances, equip-
mcnt, 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 thi8 Act.

Sec. 3. AS 10.2'.070 is amended to read:

Sec. 10.75.070. BYLAWS. Tho board of directors shall adopt the
first bylaws of a cooperative to be adcpted following an incorpo-
ration, conversion, merger* or consolidation. Thereafter the district
delegates in cooperatives having three or more districts that are not
connected by a road system to another district of the cooperative nay
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-
tlves the members shall adopt, amend, or repeal the bylaws by the
affirmative vote of a majority of the members voting on the question

(ADOPTION, AVENDIVENT, CR REPEAL EITHER AT A MEETINC OF THE MBMBT 48 (R
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BY MAIL BALLOT WITHOUT A MEETINC]. The bylaws shall set out the
rights and duties of members, district delegates, and directors and
may contain other provisions for the regulation anu management of the
affairs of the cooperative consistent with this chapter or with the
articles of incorporation of the cooperative.

* Sec. 4. AS 10.25.080 1is amended to read:

Sec. 10.25.080. MEMBERS. 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.

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

(1J prescribe additional qualifications and limitations on
membership”

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

(3) provide 1ior teminat ion or “suspension of membership;
however, a_mcmbership may not be terminated unless procedures for
termination arc contained In the bylaw.

* Sec. 5. AS 10.25.100 is amended to read:

Sec. 10.25.100. NOTICE OF MEETINCS. Except as otherwise pro—
vided in this chapter, written notire stating the time and place of
each meeting of the members or district delegates [AND, IN THE CASE OF
A SPECIAL MEETINC, THE PURPOSE OR PURPOSES FOR VHICH THE MEETINC IS
CALLED,] shall be given to each member or district delegate, either
personally or by mail, not leas than 20 days nor more than 40 days

before the date of the meeting. Notice of a special meeting of thg

SB 369 -4* 580369a



members, together with notice of the purpose for which the meeting 1is
called, s'nall be Riven to each member or districtdelegate, either
personally or by mail, not less than 90 days or morethan 120 days
before the date of the meeting. |If mailed, notice is considered given
when it is deposited in the United States mail with postage prepaid
addressed to the member or district delegate at thz address of the
member or delegate as it appears on the records of the cooperative.
* Sec. 6. AS 10.2S.120 1is amended to read:

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

* Sec. 7. AS 10.25 is amended by adding a new section to read:

Sec. 10.25.125. RECORD DATE. To determine the members entitled
to notice of a meeting of the members or to vote on a matter that Iis
to be submitted to a vote of the members, or for any other proper
purpose, the board of directors may fix in advance a date as the
record date for the determination. If a record date 1is not fixed for
the determination of members entitled to notice of a meeting or to
vote on a matter, the date on which notice of the meeting or of mail
voting is first mailed is the record date. When a determination of
menbers entitled to vote at a meeting is made, the determination
applies until the meeting is adjourned sine die.

* Sec. B. AS 10.25.140 is amended to read:
Sec. 10.25.1°0. BOARD OF DIRECTORS. The business of a co—

operative shall be managed by a board of not less than five directors,
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each of whom shall be a member of Che cooperative or of another co—
operative which is a member of it. The bylawa ahall prescribe the
number of directors, their qualifications other than those prescribed
in this chapter, and the manner of holding meetings of the board of
directors and of electing successors to directors who resign, die, or
are otherwise incapable of acting. The bylaws may provide fur the
removal of directors from office for cause and for the election of
their successors. Directors may not receive salaries for the services
as directors and, except in emergencies, shall not receive salaries
for their services in any other capacity without the approval of the
members. The bylaws may, however, prescribe 1 fixed fee for each day
of attendance at a meeting of the board of directors and at « meotinm
while officially representing tha cooperative (EACH MEETING OF THE
BOARD OF DIRECTORS] and may provide for Insurance and reimbursement of
actual expenses Incurred while perfonaing duties as | director (OF
ATTENDANCE].
* Sec. 9. AS 10.2S 1is amended by adding a new section to read:

Sec. 10.2S.14S. LIABILITY, [INDEMNIFICATION. AND INSURANCE. (a)
A protected person is not individually liable for conduct performed
within the scope of the person®s duties for the cooperative. However,
the protected person may be held individually liable for conduct if it
was not reasonable for the person to believe that the conduct was in,
or not contrary to, the best interests of the cooperative.

(b) Unless prohibited by the articles of |Incorporation or
laws, the cooperative shall Indemnify a protected person who 1is or may
be made a party to a contested matter against expenses actually and
reasonably incurred 1in connection with the contested matter. However,
the cooperative may not indemnify the protected person if the person

did not reasonably believe the conduct to be in, or not opposed to,
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the beat Interest* of the cooperative. With respect to a criminal
action or proceeding. the cooperative shall indemnify a protected
person unless the person had reasonable cause to believe that the
conduct was unlawful.

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

(d) In this section

(1) “conduct"™ includes action, 1inaction, and omission;
(2) "contested natter"™ neans a proposed,pending, or con*
plated action or proceeding, whether civil, crininal. aonlnlatrative.

or investigative;

()) Tospenses"™ include attorney fees, judgments, fines, and
amount s paid in settlement;

(*) “protected person” neans a director, cfflcer. GTpIQ&,
or agent of a cooperative.

* bee. 10. AS 10.21.110 is anended to read:
Sec. 10.2S.1S0. Tefefl or ornct or DUCCTOU.The directors of

a cooperative named in articles o] incorporation, consolidation,
merger”™ or conversion hold office until the nest annual meeting of ihe
members and until their successors are elected and qualify. (AT EACH
ANNUAL MEETING. OK IN CASE or UIUSE TO HOLD THE ANNUAL MEETING AS
srtcmtr in the m u VvS. at a Srtcut meeting calud rot hut ruirose.
THE MEMSCRS MULL ELECT O1RECTOKS TO HOLD OTTICE UNTIL THE NEST ANNUAL
MEETINC Or THE MEMSERS, EICEfT AS OTHERWISE PROVIDED IN THIS CKAfTtR.)
Each elected director holds office for tha tens for which elected and

until a successor 1is alacted and qualifies.
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*Sec. 11. AS 10.2S.160 Itamended to read:

Sec. 10.25.160. STACCERED TERM5 OF OFFICE FOR DIRECTORS. In-
stead of electing all directors annually, the bylaws may provide that
directors shall be elected for terms not to exceed three years, or
until their successors are elected and qualify, and that the terms of
directors shall be staggered so that one-third of the directors, or s
number at close to one-th.rd as possible, shall be elected [AT] each
year [ANNUAL KEET1XC).

*Sec. 12. AS 10.25.175(a) is amended to read:

(a) A meeting of the board of directors may be attended by mem*
bers of the cooperative. Except when voice votes are authorised, a
vote shall be conducted in such a manner that the memberu may know tho
vote of each person entitled to vote. The board of directors may
conduct a_meeting by teleconference or similar communications equip.-
men* This section applt »s_only to_a meeting at which a quorum of the
board participates

*Sec. 1). AS 10.25.175(c) is amended to read:

(c) The following excepted subjects way be discussed In sn
executive session:

(1) matters the immea”~te knowledge of which would clearly
have an adverse effect on the finances of the cooperative;

(2) subjectsthat tern* to prejudice the reputation and
character of a person, Jficjuding information concerning a msobpr"f
fipsncigl record; however, the person may request a public discussion;

(3) matters discussed with an attorney for the cooperative,
the immediate knowledge cf which could have an aiverse offset on tha
legal position of the cooperative;

srwtJjtfttfiaft] masters;

Ul _BElUIL itFtEiil£dil2. uu«ii4JLE2i _41iilmil_ *j li»Li
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the article! of Incorporation, or the bylaw;
jLD1_bids. trad* ncrtti, or other confidential cowaercial
Information;
(7) diecosSion of litigation by or SRalnst tho cooperative.
4 Sec. 14. AS 10.25.173(e) Is repealed and reenacted to read:

(e) t. V. beraffected by action taken contrary to this section
may bring a suit In the superior court. The court aay order appropri—
ate equitable relief after considering the circumstances of the case.
A.tlon taken contrary to this section is not void If othor equitable
rolief Is available and appropriate.

* Sec. 13. AS 10.23.2)5 Is anended to lead:

Sec. 10.23.233. MEMBER®"S P.IGHT TO EXAMINE BOOKS AND RECORDS. A
mcaber of a cooperative may, at a reasonable tine and for a proper
purpose, examine and aake copies of the books and records of the
cooperative at the principal office of the cooperative. The coopera—
tive may cl irge a member an aaount equal to the actual cost of du—
plicating documents requested under this section. The cooperative way
withhold books »»d records concerning subjects t' >t =iy b* discussed
in executive session under AS 10.23.173(c).-

4 Sec. 16. AS 10.23.260 Is amended to read:

Sec. 10.23.260. MERCER. One or sore cooperatives, each (HERE-—
INAFTER) designated In this section as "merging cooperative,” may
merge into another —cooperative, (HEREINAFTER) designated in this

aectlon as "surviving cooperative,” by complying with the following

(¢D) The proposition for the merger of the merging coope.a-
tlves into the surviving cooperative and proposed articles of merger
shall be aubmttted to (A MEETINC OF) the members of each merging

coooeratlve and of the surviving cooperative. The notice (OF THE
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MEETING] shall have attached to it a copy of the proposed articles of
merger.

(2) If the proposed merger and the proposed articles of
merger, with any amendments, arc app oved by the affirmative vote of
not less than two-thirds of those r “mbcrs of each cooperative voting
on them [AT THE MEETINC], articles of merger in the form approved
shall be executed and acknowledged or. behalf of each cooperative by
its president or vice president and its seal shall he affixed by its
secretary.

* Sec. 17. AS 10.25.260 is amended to read:

Sec. 10.25.260. CONSOLIDATION. Two or more cooperatives,
[HEREINAFTER] designated in this tection__as "consolidating coopera—
tive,””may consolidate into a new cooperative, [HEREINAFTER] designat—
ed in this section as the "new cooperative,” by complying with the
following requirements:

) The proposition for the vronsolldation into the new
cooperative and proposed articles of consolidation shall be subaitted
to (A MEETING OF] the members of each consolidating cooperative. The
notice [OF THE MEETING] shall have attached to 11 a copy of tho pro-—
posed articles of consolidation.

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

* Sec. Il. AS 10.25.320 Is amended to read:

See. 10.23.320. DISSOLUTION OF COOPERATIVE THAT [WHICH] HAS
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COMMENCED BUSINESS. A cooperative that [WHICH] has commenced businesx
may be dissolved in the following manner.

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

(2) The [AT THE MEETINC THE MEMBERS SHALL APPROVE, BY THE]
affirmative vote of not less than two-thirds [A MAJORITY] of all
members of the cooperative is required to approve [,] the proposition
to dissolve the cooperative.

(3) =Von approval, a certificate of election to dissolve,

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

* Sec. 19. AS 10.2S.400 is amended to read:

Sec. 10.25.400. LIMITATIONS ON DISPOSITION OK [ALL THE] PROP —

ERTY. A cooperative may not otherwise sell, leasox or dispose of more
than IS percent of the cooperative®s total assets, less depreciation,
as reflected on the books of the cooperative st the time of the trans-—
action [ALL OR A SUBSTANTIAL PORTION OF ITS PROPERTY] wunless tho
transaction 1is authorised by the affirmative vote of not less than
two-thirds (A MAJORITY] of all the members of the cooperative. How—
ever. notwithstanding a provision of this chapter or any other pro—
vision of law, the board of directors may, upon the authorisation of a

majority of those s”mbers of the cooperative voting on the issue in an
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election In which at least 10 percent of the eligible members return
ballots [PRESENT AT A MEETING OF THE MEMBERS], sell, leaseA or other—
wise dispose of all or a substantial portion of its property to anoth-—
er cooperative or to the stjite [OR TO THE HOLDER OF ITS PROPERTY TO
ANOTHER COOPERATIVE OR TO THE HOLDER OF AN EVIDENCE OF INDEBTEDNESS
ISSUED TO THE UNITED STATES OF AMERICA OR AN AGENCY OR INSTRUMENTALITY
OF IT].
See. 20. AS 10.25.400 is amended by adding new subsections to read:
(b) Before a vote on authorization for the disposition or
of more than 15 percent of the total assets of the cooperative, the
board of directors shall

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

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

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

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

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

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

* Sec. 21. This Act takes effect 1immediately wunder AS 01.10.070(c)-
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P 0. Box Y. stilcCapilol
Juneau. AUtka99ll 1-3100
Mail Slop 3100
(907) *63-3991

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

FROM: Ginny Fay
Legislative /analys

RE: Electric ana Telephone Cooperatives: Sectional Review of House
Bill 394
Research Request 88.241

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

House Bill 394 has two primary objectives--1) it sets up a procedure for a
private corporation to acquire or merge with a cooperative utility, and 2)
it clarifies 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 1in response to this perceived
threat. House Bill 394 establishes a systematic procedure for mergers or
acquisitions that assures that the cooperative membership has an
opportunity to vote on the disposition of cooperative assets.

The Electric » d Telephone Cooperative Act was established in 1959 and has
had numerous « endments. 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 and 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
Research Institute. This amendment would More ~clearly establish the
statutory authorityfor these types of donations. The Alaska Public
Utilities Commission (APUC) has indicated that they have some concerns
regarding the interpretation of the language "public welfare” (page 2, line
18).

Section 3

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

Section 4

Section 4 provides the statutory authority for electric cooperatives to

operate a waste heat distribution system (page 3, line 23). Without the
assurance of cost recovery 1in rates, it is unlikely that cooperatives would
invest in this relatively new technology. Section 4 also allows electric
cooperatives to operate existing heating distribution systems. This

amendment would allow the Golden Valley Electric Association (GVEA) to
operate the Fairbanks Municipal Utility System (FHUS) 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 mall, 1including
votes on the potential sale of a cooperative.
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Section 6

Section 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 st -. The bill allows cooperative byUws to require
membership as a condiu-.t 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 1if termination
procedures are contained in the cooperative®s bylaws. Termination of
membership does not, however, 1imply 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 wvoting by mail on any issue <coming before the

cooperative membership. While voting by mail 1is 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 msmbers to vote, Section 9 establishes a
record date of 90 days before a vote 1is 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
establishes that cooperative board members be paid per diem 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 reform
package--provlding nonprofit board members protection from Iliability law

sults--to cooperative board members. The new section of the Act relieves
liability for conduct within the scope of board members® duties where no
negligence 1Is Involved. This aspect of the tort reform package has made

recruitment )f 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 Jlanguage and allows for the election of board of director by
mail.

Section 13

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

Section 14

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

Section 15

Section 15 expands the conditions for executive sessions of the boards of
directors. The new conditions Include a member*s financial record; status
of current labor negotiations and personnel natters; 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 44.62.310-312).

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 1in the improper meeting being automatically voided, the court
can 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 Kooks and

records and provides that the <cooperative <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 allows for mall voting on cooperative mergers rather than
requiring voting to occur at meetings.

Section 19

This section specifies that telephone or electric cooperatives cmnot 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--

whlch 1s generally equivalent to meters served rather than Individual
persons--tc have a two-thirds affirmative vote of the members for a

dissolution. Cooperatives with over 10,000 subscribers vrequire an
affirmative vote of the majority of the membership. The subscriber cutoff
covers all electric cooperatives 1n 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 1s based on an iaska 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 1n
which at least ten percent of eligible members return ballots. This sale

requirement 1s 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 1in Section 19 discussed above be a condition for the
sale of cooperative property.

Section 23

Section 23 establishes a procedure for the disposition or sale of

cooperatives. Generally, it requires that before more than 15 percent of a
cooperative®s assets can be sold, the board of directors must--1) have the
property appraised, 2) provide at least 90 days notice 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 sellingof a cooperative
or Its * its andnot to themerger or consolidation of <cooperatives

or er AS 10.25.240-300. ARECA 1is proposing that "real and personal

y - (page 13, 1line 11) be amended to say "tangible and intangible

pro~-*rty ” to assure that existing assets such as contracts be covered.

Section 24

This section clarifies that the conditions established by Section 23 do not
apply to sales of cooperative property that were approved by the members
before the effective date of this Act.
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Section 25

Section 25 repeals AS 10.25.245, which was passed In 1980 for the potential
merger of Alaska Electric Light 4 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 1s being repealed. In addition, the repeal of

AS 10.25.245 prevents the possibility of a private utility merging
with--rather than purchaslng--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 1s helpful. Please <call If you have additional
questions.

Attachment





