


ALASKA RURAL ELECTRIC COOPERATIVE 

ASSOCIATION, INC.

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 is 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.

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

David Hutchens

D E M O C R A C Y  IN A C T I O N



Senate CSHB 394 (LtC)
Amendments to  E le c tr ic  and Telephone 

Cooperative Act (AS 10.25)

Coaaet. ia f ro a  Alaska Rural E lec tr ic  
Cooperative Association (ARECA)

Introduction
The E le c tr ic  and Telephone Cooperative Act vas o r ig in a l ly  

enacted in 1959 as a v a r ia t io n  o f  the aodel state  le g i s l a t i o n  
recoaaended by the Rural E l e c t r i f i c a t i o n  Adainlstration (REA), a 
unit v i th in  the U.S. Department o f  Agriculture. The REA serveB as 
the principal banker f o r  most e l e c t r i c  and telephone cooperatives, 
and t h i s  re lat ionship  accounts f o r  their  strong and continuing 
Interest  in our s ta te  enabling le g is la t io n .

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

ARECA had a coaai t tee  froa  across the s ta te  study AS 10.25 for  
about a year to develop the changes vhich are needed to c le a r  up 
anbiguitie8, to perait  cooperatives to operate e f f i c i e n t l y ,  and to  
assure proper control o f  the cooperatives by the aeabers. The 
d ra f t  prepared by that  c o a a i t te e  and unanaaously approved by the 
aeabers of  the associat ion provided the start ing place froa vhich 
HB 394 vas prepared.

C s i O g t i n g
One kind of change vhich appears in nuaerous locations 

throughout th is  b i l l  i s  to c le a r  ojp the con f l ic t in g  language on hov 
aeabership votes aay be conducted. The leg is la tu re  decided long 
ago that coops should have the option of conducting e lect io ns  and 
other aeabership votes by a a i l .  Hovever, a nuaber of sect ions  
s t i l l  re fer  to such decis ions  being Bade *at the meeting. * This 
b i l l  vould sake i t  c le a r  that ,  i f  the bylavs so provide, a l l  
aeabership votes can be conducted by s a i l .

I*!s?9¥SE!/§£!l9y£i
A second change vhich required aaendaents in several sect ions 

i s  to  sake certain  that  any proposed sa le  of a cooperative i s  
considered by an informed reaberahip and that a decision to s e l l  
must be agreed to by a su bstan t ia l  proportion of the aeabers of  the 
cooperative (Sec. 7, 20, 21, 22). The sale or dissolution o f  a 
cooperative i s  f i n a l  and i r r e v e r s i b le .  Such a aoaentous decision 
should not be Bade l i g h t l y  or by a simple majority. I f  a pro-sale  
majority one day becomes a minority on soae other day, there i s  no 
vay to  unscramble the egg. To protect  the interests  of  the 
cooperative aeabers against t ran s ito ry  svings in public opinion, a 
large  majority should be required to agree to the death of the 
cooperative. In th is  b i l l ,  a tvo-th lrds  aa jor lty  of those voting 
i s  required vhich must a lso  be a majority o f  a l l  members. Present 
lav requires a majority vote o f  a l l  members.
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ECC&CCUQD-Qf-LlteC.CQQtEICtl
S»c. 18 and aubaactlon 22(d) vara addad at  tha raquaat of  tha 

IBEV to  provlda i f  a cooparatlva la  aargad into  anothar or la  aolo, 
tha axlat lng  labor contrscta  auat ba honorad by tha nav ovnara.

Tha authority  to aaka contribution* fat  varloua public purpoaaa 
(Sac. 2) l a  adoptad varbatla  froa tha lav govarnlng a l l  othar typaa 
of  cooparatlvaa In th la  atata  (AS 10.19*919 (12)) .  A typ ica l  
lnatanca In vhich t h la  authority l a  naadad l a  vhan aoaa lo ca l  c i v i c  
or ch ar l tabla  group plana an avant for vhich I t  naada a taaporary 
aarvlca.  In many auch caaaa, tha cooparatlva vould I lka  to aupport 
tha lo ca l  a f f o r t  by aaklng an ln~klnd contribution of  tha taapoary 
aarvlca drop rathar than having to charga according to l t a  l ln a  
axtanalon p o l ic y .  Anothar axaapla la  to p a ra l t  tha a l a c t r l c  coopa 
to p a r t lc lp a t*  In tha national E la ctr lc  Povar Raaaarch Inatltuta .

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

E l a c t r lc  cooparatlvaa vould alao ba authorlzad to oparata vaata 
heat d is tr ib u t io n  ayataaa (Sac. 4). Slnca 1969, tha la g la la tu ra  haa 
ancouragad tha uaa of  vaata haat, but tha cooparatlvaa hava no claar  
authority to  angaga In that bualnaaa. Tha authority  to oparata an 
axlat lng  haat d la tr lb u t lo n  ayataa (othar than vaata haat) la  
lntandad to p a r a l t  Goldan Vallay E la ctr lc  Aaaoclatlon to oparata tha 
Falrbanka d l a t r l c t  haatlng ayataa no* ovnad by tha c i t y  I f  tha c i t y  
ahould daclda to  d lvaat  l t a a l f  of  that ayataa.

Haabara
Tha provlalon to  paralt  cooparatlvaa to raqulra aaabarahlp aa a 

condition of  aarv lca  (Sac. 6) la  nacaaaary to  protact tha coopa froa 
tha p o a a l b l l l t y  o f  loalng thalr  tax axaapt atatua. Tha Intarnal 
Ravanua Sarvlca (IRS) raqulraa cooparatlvaa to  gat not laaa than 05 
parcant of  t h a lr  ravanuaa froa  providing aarvlca  to  aaabara.

Tha provlalon prohibit ing cooparatlvaa froa  taralnatlng or 
auapandlng aaabarahlpa (Sac. 6) unlaaa th a lr  bylava aatabllah tha 
procadure, l a  a lao  nacaaaary to kaap tha coopa out o f  troubl* vl th  
tha IRS. Taralnatlng or auapandlng a aaabarahlp vlthout dua procaaa 
can cauaa tha loaa of  a tax axaaptlon. Thla provlalon vaa adaptad 
froa C a l i fo r n ia  Corporat* Coda 12410, A r t l c l*  4.

Tha Incraaaa In notlca raqulraaanta for  apaclal  aaatlnga of tha 
aaabara (Sac. 7) l a  nacaaaary to glva adaquata t l a a  for  tha 
ln foraat lonal  procaaaaa aatabllahad In Sactlon 22 t o  ba uaad vhan a 
apaclal  aaatlng l a  c a l la d  to a a l l  a cooparatlva. Sac. 7 alao
axpanda tha n ot lca  parlod for  tha annual aaatlng f roa  70 to 40 daya
to IS to 80 daya to aaka aura tha notlca contalnad it. tna B y t l l i l ?  
aagazlna can ba dallvarad v i th in  tha raqulrad t l a a  parlod.
Racord_Data

Eatabllahlng a racord data for tha r i g h t  to p a r t lc 'p a t *  In 
aaabarahlp aaatlnga (Sac. 9) halpa to a l l a i n a t a  dlaputaa aa to tha
l a g a l l t y  of  act ion* takan by tha aaabara on hotly contratad laauaa
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■t annual or apaclal  meeting# or othar cooparatlva alaotlona. Thla 
nav nactlon vac adaptad froa tha Alaaka Bualnaaa Corporation Act 
(AS 10.I S . 144).
Board Compensation

Tha principal  ohanga In Sac. 10 l a  to c l a r i f y  tha lav on tha 
payaant o f  par dlaa to dlractora. Tha lntant l a  to aaka I t  c laar  
that d ’ rectora  can ba coapanaatad for  tha daya on vhich tha 
dlractor  l a  attandlng aaatlnga In tha parforaanca of  dutlaa and for  
nacaaaary tra v a l  daya to and froa auch aaatlnga, not juet  
attandanca at  fora a l  aaatlnga of  tha board.

L l a b l l l t £ L_Indemnification, _and_Insurance
Tha nav languaga contained In Sac. 11 l a  nacaaaary to protact 

dlractora  and o f f l c a r a  froa individual l i a b i l i t y  for  action# 
proparly takan In tha couraa of  thalr  dutlaa. Subaactlon (a) 
l l a i t a  tha l i a b i l i t y )  (b) authorize# tha cooparatlva to lndaanlfy 
tha dlractora;  and (c) authorlzaa tha cooparatlva to  buy dlractora* 
and o f f lc a r a *  l i a b i l i t y  Inauranca aa a vay to  provlda tha 
lndaanlf lcat lon.

S l a l l a r  l l a l t a t l o n a  on paraonal l i a b i l i t y  ara provided for 
dlractora  and o f f l c a r a  of bualnaaa corporatlona (AS 10.05.010 (g)> 
and for  aany nonprofit corporatlona, public hoapitala,  public 
achooli,  and a u n lc lp a l i t la a  (AS 9.17.050). SB 343 provldaa a i a l l a r  
l l a l t a t l o n a  on individual l i a b i l i t y  for  d lractora  o f  bualnaaa 
corporatlona, tha raat of tha nonprofit corporatlona, and a l l  othar 
klnda of cooparatlvaa.

^•r^Jlfatlnga
Board aaatlnga coult, ba conducted by teleconference (Sac. 14).

A a i a l l a r  provlalon la  aada for  boarda of bualnaaa corporatlona 
(A8 10.05.199 (a)).

Tha penalty for v lo lat lona  of  tha aee nga a ta tu te  la  ravrlt tan  
In Sac. IS to  paralt  tha court to  dataralna tha appropriate 
equitable r e l i e f .  .Under tha prevent lav tha only penalty 
authorized l a  to void any action takan at a meeting not In 
compliance v l t h  th la  aectlon of tha lav.  Recent court declalona 
aeea to Indicate  that there la  no vay to correct  actlona takan 
Incorrect ly  once they have been voided. Thla could cr ip p le  a 
cooperative u t i l i t y  I f  action on a major l t a a  l i k e  a pover aupply 
contiact vere voided.
Cwm«lnmtlon_of_ r da

Information vhich vaa prepared during or for  uae In an 
executive eeealon vould be protected In v r l t t e n  form (Sec. 16).
For axaapla. I t  doee no good to go Into executive aeaalon to 
dlacuaa an attorney*a br ie f in g  paper on a pending lavault  I f  that 
paper i t e e l f  l a  ava i lab le  for lnapection.

l im itat io n *  on Self_pf FroPff jy
In addition to requir ing 'a  tvo-thlrda majority of  thoaa voting, 

vhich muat a lao  be a majority of a l l  meabera, to  a a l l  a cooperative 
aa dlacuaaed e a r l i e r ,  Section 31 o l a r l f l e a  tha lav on exact ly  vhich 
aalaa of coop property auat be referred to vote of  the meabera.
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Sec. 22 eatabllahea a procedure fo r  having the c oo p era t iv e^  
property appralaed, Informing the meabera, and Invit ing  competing 
propoaala. The purpoae of  thla aectlon l a  to  protect  the aeabera 
by making aure they knov vhat the coop’ a property la  vorth before 
they vote on an o f f e r  to buy It .
Sale_of _Ql*cier_Highyay_Electrlc_Aaeociatign_tg_Alaaka_Electric_
Ciflb£_8Q!LE9X£EThe poaalble  merger of  the tvo u t l l l t i e a  in the Juneau area haa 
been under negotiation, o f f  and on, fo r  about 20 yeara and on 
March 31, l**Afl the GHEA aembera voted to  a e l l  th e ir  cooperative to 
AELIP. The rulea  regarding that tranaactlon ahould not be changed 
vhen I t  l a  ao near coapletion. Sec. 23 provldea that any aale of 
cooperative  property approved by the membera under AS 10.25.400 
before the e f f e c t i v e  date of thla Act v i l l  be v a l id  even i f  the 
t r in aa c t lo n  l a  not completed by the e f f e c t i v e  date.

Sec. 24 repeala AS 10.25.245. Thla aect lon van enacted In 19S0 
et  the requeat o f  GHEA, and I t  vaa intended to make a merger v l th  
AELLP ea a ler .  The negotlatlona h av• proved th la  approach not to be 
p r a c t i c a l ,  and I t  vaa not uaed In the a a le  o f  GHEA to AELLP. Thla 
aectlon aervea no purpoae, and ve aak that I t  be repealed.



LETTER OF INTENT 
on 

HB 394

By p r o v i d i n g  in AS 10.25.120 that m e m b e r s  of c o o p e r a t i v e s  m a y  

vote by mail, while not changing the quorum requirements contained in 

AS 10.25.110, it is the intent of the legislature that votes conducted 

by mail are valid if a quorum participates in the vote whether or not 

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



CSHB 394 (Judiciary)
Amendments to E le c tr ic  and Telephone 

Cooperative Act (AS 10.25)
Comments from Alaska Rural E lectr ic  

Cooperative Association (ARECA)

Introduction
The E le c tr ic  and Telephone Cooperative Act vbs o r ig i n a l ly  

enacted in 1959 i s  a variation  of  the model s ta te  le g i s la t io n  
recommended by the Rural E l e c t r i f i c a t i o n  Administration (REA), a 
unit v i th in  the U.S. Department of Agriculture. The REA serves as 
the principal banker for  most e l e c t r i c  and telephone cooperatives,  
and th is  relat ionship  accounts for  their  strong and continuing 
in te re st  in our s ta te  enabling le g i s la t io n .

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

ARECA had a comnittee from across the s ta te  study AS 10.25 for  
about a year to develop the changes'vhich are needed to c le a r  up 
ambiguities, to permit cooperatives to operate e f f i c i e n t l y ,  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 s tart in g  place from vhich 
HB 394 vas prepared.
Hail_Voting

One kind of change vhich appears in numerous locations 
throughout th is  b i l l  i s  to c le a r  up the con f l ic t in g  language on hov 
membership votes may be conducted. The le g i s la tu r e  decided long 
ago that coops should have the option of conducting e lect ions  and 
other membership votes by mail. Hovever, a number of sections 
s t i l l  re fer  to such decisions being made *at the meeting.* This 
b i l l  vould make i t  c le a r  that,  i f  the bylavs so provide, a l l  
membership votes can be conducted by mail.
T a k e o v e r s /Sellouts

A second change vhich required amendments in several sections  
i s  to mBke certain thBt Bny proposed sale  of a cooperative i s  
considered by an informed membership and that a decision to s e l l  
must be agreed to by a substantia l  proportion of the members of the 
cooperative (Sec. 7, 20, 21, 22). The sa le  or dissolution of a 
cooperative is  f in a l  and i r r e v e r s ib le .  Such a momentous decision 
should not be made l i g h t l y  or by a simple majority. I f  a pro-sale 
majority one day becomes a minority on some other day, there i s  no 
vay to unscramble the egg. To protect the interests  of the 
cooperative members against transitory  svlnga in public opinion, a 
large majority should be required to agree to the death of  the 
cooperative. In th is  b i l l ,  a tvo-thirda majority of thoae votiny 
is  required vhich must also be a majority of a l l  members. Present 
lav requires a majority vote of  a l l  meabera.
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ProtectiBa-Ol-LskCE-CeQiEiCie
Sec. 18 and subsection 22(d) vere added at the request of  the 

IBEV to provide i f  a cooperative i s  merged into another or i s  sold, 
the exist ing labor contracts must be honored by the nev ovnern.
Povera_of_Cooperativ£s

The authority to sake contributions for various public purposes 
(Sec. 2) i s  adopted verbatim from the lav governing a l l  other types 
of  cooperatives in t h is  s ta te  (AS 10.15.010 (12)).  A typica l  
instance in vhich th is  authority i s  needed i s  vhen some lo ca l  c i v i c  
or charitable group plans an event for vhich i t  needs a temporary 
service.  In many such cases,  the cooperative vould l ik e  to support 
the loca l  e f f o r t  by making an in-kind contribution of the tempoary 
service  drop rather than having to charge according to i t s  l in e  
extension policy.  Another example i s  to permit the e l e c t r i c  coops 
to part ic ipate  in the national E le c tr ic  Pover Research Inst itute .

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

E lec tr ic  cooperatives vould also be authorized to operate vaste 
heat d istr ibution systems (Sec. 4). Since I960, the le g i s la tu r e  has 
encouraged tne use of vaste heat, but the cooperatives have no c lear  
authority to engage in that business. The authority to operate an 
exist ing heat d is tr ib u t ion  system (other than vaste heat) i s  
intended to permit Golden Valley E le c tr ic  Association to operate the 
Fairbanks d i s t r i c t  heating system nov ovned by the c i t y  i f  the c i t y  
should decide to divest  i t s e l f  of that system.
Hemjers

The provision to permit cooperatives to require membership as a 
condition of re r v lc e  (Sec. 6) i s  necessary to protect the coops from 
the p o s s i b i l i t y  of  losing their  tax exempt status.  Ine Internal 
Revenue Service (IRS) requires cooperatives to get not le s s  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 establ ish  the 
procedure, 'is also necessary to keep the coops out of trouble vi th 
the IRS. Terminating or suspending a membership vithout due process 
can cause the lo ss  of a tax exemption. This provision vaa adapted 
from Cali fornia  Corporate Code 12410, A rt ic le  4.
Hotlc£_of_M5e t 1ngg

The Increase in notice  requirements for specia l  meetings of the 
members (Sec. 7) i s  necessary to give adequate time for the 
informational processes established in Section 22 to be used vhen a 
specia l  meeting i s  ca l le d  to s e l l  a cooperative. Sec. 7 also
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 v i th in  the required time period.
Record_Date

Establishing a record date for the right to part ic ipate  in 
membership meetings (Sec. 9) helps to eliminate disputes as to the
l e g a l i t y  of actions taken by the members on hotly conteated issues
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at annual or specia l  meetings or other cooperative e lections. This 
nev sect ion vas adapted Iron the Alaska Business Corporation Act 
(AS 10.05.144).

The principal  change in Sec. 10 Is to c l a r i f y  the lav on the 
payment of  per dies to directors .  The intent i s  to make i t  c lear  
that d irectors  can be compensated for the days on vhich the 
director Is  attending meetings in the performance of duties and for  
necessary trave l  days to and from such meetings, not ju st  
attendance at formal meetings of the board.

t__abilit^jL_Indemnificationj__and_In8urance
The nev language contained in Sec. 11 i s  necessary to protect 

directors  and o f f i c e r s  from individual l i a b i l i t y  for  actions 
properly taken in the course of their duties. Subsection (a) 
l im its  the l i a b i l i t y ;  (b) authorizes the cooperative to indemnify 
the directors ;  and (c) authorizes the cooperative to buy d ire c to rs '  
and o f f i c e r s '  l i a b i l i t y  insurance aa a vay to provide the 
indemnification.

Similar l im itat ions on personal l i a b i l i t y  are provided for  
directors  and o f f i c e r s  of business corporations (AS 10.05.010 (g)) 
and for many nonprofit corporatlona, public hospitals ,  public 
schools, and municipalit ies (AS 9.17.050). SB 343 provides similar 
l im itat ions  on individual l i a b i l i t y  for d irectors  of business 
corporations, the res t  of the nonprofit corporations, and a l l  other 
kinds of cooperatives.

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

The penalty for  v io lat ions  of the meetings s ta tu te  i s  revr lt ten  
in Sec. 15 to permit the court to determine the appropriate 
equitable r e l i e f .  Under the present lav the only penalty 
authorized i s  to void any action taken at a meeting not in 
compliance v i th  th is  section of the lav. Recent court decisions 
seen to indicate  that there i s  no vay to correct  actions taken 
in correct ly  once they have been voided. This could cripple  a 
cooperative u t i l i t y  i f  action on a aBjor item l i k e  a pover supply 
contract vere voided.

Information vhich vaa prepared during or for use in an 
executive session vould be protected in vr l t ten  form (Sec. 16).
For example, i t  does no good to go into executive session to 
discuss an attorn e y 's  brief ing paper on a pending la v s u l t  i f  that 
paper i t s e l f  i s  ava i lab le  for inspection.

In addition to requiring a tvo-thirds majority of those voting, 
vhich must also be a majority of a l l  members, to s e l l  « cooperative 
as discussed e a r l i e r .  Section 21 c l a r i f i e s  the lav on exactly  vhich 
sa les  of coop property must be referred to a vote of  the members.
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Sec. 22 establ ishes  a procedure for  having the cooperative 's  
property appraised, informing the members, and inv it ing  competing 
proposals. The purpose of th is  sect ion i s  to protect the members 
by making sure they knov what the coop's  property i s  vorth before 
they vote on an o f fe r  to buy i t .

§§i?_2*_GlBcier_Highvay_Electric_ABBgciatign_tg_AlBBka_Electrif:_
Li9b£_9D{LE9X2E

The possible  merger 01 .he tvo u t i l i t i e s  in the Juneau area has 
been under negotiation, o f f  and on, for  about 20 years and on 
Harch 31, 1988 the GHEA members voted to s e l l  th e ir  cooperative to 
AEL&P. The ru les  regarding that transaction should not be changed 
vhen i t  i s  so near completion. Sec. 23 provides that any sale  of 
cooperative property approved by the members under AS 10.25.400 
before the e f f e c t i v e  date of th is  Act v i l l  be valid  even i f  the 
transaction i s  not completed by the e f f e c t i v e  date.

Sec. 24 repeals AS 10.25.245. This section vas enacted in 1980 
at  the request of GHEA, and i t  vas intended to make a merger vith 
AEL&P easier .  The negotiations have proved th is  approach not to be 
p r a c t ic a l ,  and i t  vas not used in the sa le  of  GHEA to AEL&P. This 
sect ion serves no purpose, and ve ask that i t  be repealed.
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?9?E§£i?2n_9£_§5_3§9vith_CSHB_394_(.j;udiGiaCi:l

SB 359 HB 394

Amends AS 10.05 to conform 
to repeal of  AS 10.25.245.

Sec^l. Amends powers of  coop­
era t iv es  to authorize donations.

S e c .2. Same.

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

§§£:.?• Authorizes e l e c t r i c  
cooperatives to operate waste 
heat or e x is t in g  d i s t r i c t  heat 
systems.

§§5^2* Amendment to bylaws 
provision to  make i t  c le a r  that 
e le c t io n s  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.

C l a r i f i c a t i o n  of language 
on voting to  permit mail voting but 
not proxy voting.

§?9iZ* Authorizes coop to set  a 
record date for  part ic ipation in 
e lections.

Soc._§. Authorizes director  comp­
ensation f o r  each day of  attendance 
at meetings. Recall  of  d irectors  
to  be for  cause.

S e c .4. Same.

Sec._5. Same.

Sec._6. Same.

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

Sec.,8. Same.

§!iSt.2* Same except that record date 
cannot be more than 30 days in advance 
of  veeting or e lection.

Same except that i t  c l a r i f i e s  
language and adds necessary t ra v e l  days 
to  attend meetings. I t  a lso  requires 
coops to have procedure for  r e c a l l  of 
d irectors  for  cause.
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Provides fo r  l im itat ion  of  Secj.l l . Same,
personal l i a b i l i t y  of  d irectors ,  
permits coop to  indemnify d irec to rs  
and purchase insurance.

Sec^lQ. Eliminates surplus language Sec._12. Same,
to  achieve c l a r i t y .
Sec._ll. C l a r i f i c a t i o n  for  use of  SeCj.13. Same,
mail voting.

§?9:.i2* Authorizes board meetings Secj.14. Same except that i t  assures
to be conducted by teleconference. r ight  of member to attend Bnd l is te n .

L is ts  s p e c i f i c  topics  vhich 
may be discussed by board in executive  
session.

Sec^M. Give court authority to Secj.15. Same,
order appropriate r e l i e f  for  v i o l a ­
t io n s  of open meeting act rather than 
a l l  action automatically being void.

Cooperatives may 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 
o f  cooperatives may be conducted by 
mall.
§99^1§* Election for  d issolution 
of  cooperative may be conducted by 
mail and a two-thirds vote of  a l l  
members i s  required.

§§9i.I§* Cooperatives may withhold books 
and records that  vere prepared for or 
during discussion in an executive 
session, and may withhold id e n t i ty  of 
public records discussed in executive 
session.

Sec..J7. Same.

§S9:.i§* Cooperatives may not merge
surviving cooperative complies with 
exis t ing  labor contracts.

Sec^l9. Same.

i§9^?0. Same except that vote is  
two-thirds of those voting vhich must 
also be a majority of a l l  members.



§?5ii§* Election for  aale of  15 
percent or aore of  cooperative 
property aay be conducted by mail 
and a tvo-thirda vote of  a l l  
members i s  required.

Before e le c t io n  to s e l l  
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.

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

i§Si.22. Same except that  language 
on appraisals i s  ref ined and a provision 
i s  added vhich requires purchaser to 
comply vith  e x is t in g  labor contracts.

§?5l?2* Sales o f  cooperative property 
approved by the members before the 
e f f e c t iv e  date of  t h is  net are not 
effected by t h i s  act.

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

Sec.21. Immediate e f f e c t i v e  date. 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 Hi thin the U.S. Department of Agriculture. The REA serves as 
the principal banker for most electric and telephone cooperatives, 
and this relationship accounts for their strong and continuing 
interest in our state enabling legislation.

The environment Hi thin nhich the coops operate has changed 
immensely during the last £9 years, and the old model act no longer 
covers everything that is needed in Alaska Ian. There have been a 
number of amendments to AS 10.55 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_l_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.

I^k£2^£!ls/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.
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Powers _of_Coo per at i_yes
The authority to make contributions for various public purposes 

(Sec. 1) is adopted verbatim from the Ian 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 I960, the legislature has 
encouraged the use of waste heat, but the cooperatives have no clear 
authority to engage in that business. The authority to operate an 
existing system (other than 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 necessai y 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, is 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 in notice requirements for 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.

B££SCd_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).

i££C^-Q£E££DEiii£B
The principal ch-•»*- ? 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_lndemnificationL_and_Insurance
The nen language contained in Section 9 is necessary to protect 

directors and officers from individual liability for actions 
properly taken in the course of their duties. Subsection (a) 
limits the liability; (b) authorizes the cooperative to indemnify 
the directors; and (c) authorizes the cooperative to buy directors' 
and officers' liability insurance as a nay to provide the 
indemnification. Similar limitations on personal liability are 
provided for directors and officers of business corporations 
(AS 10.05.01ii (g)) and for many non profit corporations, public 
hospitals, public schools, and municipalities (OS 9.17. 050).

§QiHd_Meetings
Board meetings could be conducted by teleconference (Sec. 12).

A similar provision is made for boards of business corporations 
(AS 10.05.199 (a)).

Several specific items are listed 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 Ian the only 
penalty authorized is to void any action taken a t 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.

fc x a m in a ti  on_ o f  ..R ecords
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 to  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 to  a 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" to  "have all 
the real and personal property proposed for sale appraised". The 
reason for this change is to inform the members about the value of 
personal property such as long-term poner supply contracts nhich 
nould not shon up on the books of the cooperative.

5i2e_£r_§idCJ§/;_W//7ftway_£'iectric_Pssociation_to_Pias/<a_£’J§rtric„

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 \ M ^
it is so near completion, A nen section on "transitional \ \  i g
provisions" should be added nhich provides that any sale of \ . \ \  
c o o n e r a t i  v e  n r o o e r t o  a o n ro v e d  b v  th e  members u n d e r  AS  1 0 .3 5 .4 0 0  V r  . / ) /  vcooperative property approved by the members under AS 10.35. 400 V r .q j  >.
before the effective date of this Act nill be valid even if the ^  r ^
transaction is not completed by the effective date. O

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 8S
intended to make a merger nith AEL&P easier. The negotiations have \A >  \  \  O '
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.
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G l a c i e r  H i g h w a y  
E l e c t r i c  A s s o c i a t i o n  I n c .
P. O. Box 210547 •  Auke Bay, A laska 99821 • Phone (907 ) 789-7344

F e b r u a r y  4, 1988

D a v i d  H u t c h e n s ,  E x e c u t i v e  D i r e c t o r
A l a s k a  R u r a l  E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n ,  Inc. 
237 E. F i r e w e e d  Lane, S u i t e  301 
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

Re: H B  3 9 4 / S B  369

A t  o u r  u r g i n g  A S  1 0 . 2 5  w a s  a m e n d e d  in 1 9 8 0  t o  a d d  a s e c t i o n  1 0 . 2 5 . 2 4 5  
w h i c h  w o u l d  p e r m i t  t h e  m e r g e r  o f  a c o o p e r a t i v e  w i t h  a b u s i n e s s  
c o r p o r a t i o n .  A t  t h e  t i m e  w e  h o p e d  t o  m e r g e  w i t h  J u n e a u ' s  p r i n c i p a l  
e l e c t r i c  u t i l i t y ,  t h e  A l a s k a  E l e c t r i c  L i g h t  a n d  P o w e r  C o m p a n y .  A s 
e v e n t s  t u r n e d  out, o u r  m e r g e r  e f f o r t  f a i led. T h e r e f o r e ,  w e  h a v e  n o  
o b j e c t i o n  t o  s e c t i o n  1 0 . 2 5 . 2 4 5  b e i n g  r e s c i n d e d .

O v e r  t h e  p a s t  t w o  y e a r s  w e  h a v e  b e e n  n e g o t i a t i n g  a n  a s s e t  p u r c h a s e  
a g r e e m e n t  w i t h  A E L P  w h e r e  A E L P  w i l l  p u r c h a s e  all o f  t h e  a s s e t s  o f  o u r  
c o o p e r a t i v e .  W e  h a v e  r e a c h e d  a n  a g r e e m e n t  a n d  e x p e c t  t h i s  e f f o r t  t o  
s u c c e e d ;  h o w e v e r ,  it w i l l  t a k e  s o m e  t i m e  t o  b e  a p p r o v e d  b y  o u r
m e m b e r s ,  l e n d e r s  a n d  v a r i o u s  g o v e r n m e n t  a g e n c i e s  i n c l u d i n g  t h e  A l a s k a
P u b l i c  U t i l i t i e s  C o m m i s s i o n .  W e  a s k  t h a t  o u r  c o n t i n u i n g  e f f o r t s  to 
c o n s o l i d a t e  J u n e a u ' s  e l e c t r i c  u t i l i t i e s  b e  e x e m p t e d  f r o m  t h e  p r o p o s e d  
c h a n g e s  o f  H B  3 9 4 / S B  369 f o r  1 0 . 2 5  p r o v i s i o n s  g o v e r n i n g  t h e  s a l e  of a
c o o p e r a t i v e ' s  a s s e t s  a n d  t h e  d i s s o l u t i o n  o f  a c o o p e r a t i v e .

S i n c e r e l y ,

D a v e

C h a r l e s  Y. W a l l s ,  G e n e r a l  M a n a g e r  
G l a c i e r  H i g h w a y  E l e c t r i c  A s s o c i a t i o n ,  I n c

cc: W.A. C o r b u s ,  A E L P



S e c t i o n s  1 & 2 e x p a n d s  t h e  a r e a s  o f  o p e r a t i o n  f o r  e l e c t r i c  c o - o p s .  It 
a p p e a r s  t o  b e  g e a r e d  t o w a r d  a g a s  p i p e l i n e  a n d  g a s  h e a t  p r o d u c t i o n  a n d  
d i s t r i b u t i o n  s y s t e m .

S e c t i o n s  3 - 2 1  a r e  o p e r a t i o n a l  c h a n g e s  f o r  e l e c t r i c  a n d  t e l e p h o n e  
c o - o p s .  S e c t i o n s  3 , 4 , 6 , 7 , 8 , 1 0 , 1 1 ,  16, 17, & 18 a r e  g e n e r a l l y  . 
h o u s e k e e p i n g  c h a n g e s .

Sec. 1 a l l o w s  t h e  c o - o p s  to:
* g e t  i n t o  t h e  fuel p r o d u c t i o n  & t r a n s p o r t a t i o n  b u s i n e s s
* j o i n t  v e n t u r e  w i t h  o t h e r  c o - o p s ,  c o r p o r a t i o n s ,  t h e  S t a t e  a n d  

its p o l i t i c a l  s u b d i v i s i o n s
* m a k e  c h a r i t a b l e  d o n a t i o n s .

Sec. 2 a l l o w s  t h e  c o - o p s  to:
* g e t  i n t o  t h e  h e a t i n g  b u s i n e s s
* p a r t i c i p a t e  i n  e c o n o m i c  d e v e l o p m e n t  a c t i v i t i e s .

Sec. 5 r e q u i r e s  90 - 120 d a y s  n o t i c e  for s p e c i a l  m e e t i n g s .

Sec. 9 l i m i t s  t h e  l i a b i l i t i e s  of  t h e  d i r e c t o r s ,  e m p l o y e e s ,  etc. a n d  
a l l o w s  t h e  c o - o p s  t o  b u y  i n s u r a n c e  o n  t h e i r  b e h a l f .

Sec. 12 a l l o w s  b o a r d  m e e t i n g s  b y  t e l e c o n f e r e n c e .

Sec. 13 a d d s  i t e m s  t o  t h e  l i s t  o f  w h a t  c a n  b e  d i s c u s s e d  in e x e c u t i v e  
s e s s i o n .

Sec. 14 a l l o w s  m e m b e r s  t h a t  a r e  a f f e c t e d  b y  t h i s  s e c t i o n  t o  s u e  a n d  
r e c e i v e  r e l i e f .

Sec. 15 a l l o w s  c o - o p s  t o  w i t h h o l d  i n f o r m a t i o n  t h a t  m a y  b e  d i s c u s s e d  a t  
e x e c u t i v e  s e s s i o n s .

Sec. 19 c h a n g e s  t h e  r e q u i r e d  v o t e  n e e d e d  t o  d i s s o l v e  a c o o p e r a t i v e  
f r o m  a s i m p l e  m a j o r i t y  t o  2/3.

Sec. 20 d e a l s  w i t h  d i s p o s i t i o n  o f  c o o p e r a t i v e  a s s e t s .  C u r r e n t
l a n g u a g e  s a y s  " w h e n  d i s p o s i n g  of fill o r  a s u b s t a n t i a l  p o r t i o n " .  T h e
p r o p o s e d  w o r d i n g  is " m o r e  t h a n  15%". C u r r e n t l y  a m a j o r i t y  v o t e  o f  t h e  
m e m b e r s  is r e q u i r e d .  T h e  p r o p o s a l  r e q u i r e s  2/3. C u r r e n t l y  t h e  b o a r d  
m a y  d i s p o s e  of  a s s e t s  t o  t h e  U . S . g o v e r n m e n t .  T h e  n e w  l a n g u a g e  c h a n g e s
t h i s  t o  t h e  S t a t e  gov't.

Sec. 21 r e q u i r e s  t h a t  b e f o r e  d i s p o s a l  of a s s e t s  t h e  b o a r d  m u s t ;  1) 
h a v e  3 a p p r a i s a l s  2) g i v e  90 d a y s  n o t i c e  t o  a l l  m e m b e r s .  3) g i v e  90 
d a y s  n o t i c e  t o  all c o - o p s  in A l a s k a .  4) g i v e  30 d a y s  n o t i c e  t o  m e m b e r s  
o f  all a l t e r n a t i v e  p r o p o s a l s .

Sec. 22 is an i m m e d i a t e  e f f e c t i v e  date.

Re: D a v e  H u t c h e n s  p r o p o s e d  l e g i s l a t i o n .
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W O R K  D R A F T W O R K  D R A F T W O R K  D R A F T

5-1695P
C r a m e r
5/5/8S

O r i g i n a l  s p o n s o r :  L a b o r  a n d  C o m m e r c e
C o m m i t t e e

BY T H E  L A B O R  A N D
IN  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  NO. 394 (L&C)

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  e l e c t r i c  a n d  t e l e p h o n e  c o o p e r a­

tiv e s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  1 0 . 0 5 . 3 7 6 ( c )  is a m e n d e d  t o  r e a d :

(c) T h e  [ E X C E P T  A S  P R O V I D E D  IN A S  1 0 . 2 5 . 2 4 5 ,  THE] p r o v i s i o n s  of

t h i s  c h a p t e r  g o v e r n  t h e  p r o c e d u r e s  f o r  a n d  e f f e c t  o f  t h e  m e r g e r .

* Sec. 2. A S  1 0 . 2 5 . 0 1 0  is a m e n d e d  t o  read:

Sec. 1 0 . 2 5 . 0 1 0 .  P O W E R S  O F  E L E C T R I C  O R  T E L E P H O N E  C O O P E R A T I V E .

E x c e p t  a s  p r o v i d e d  in (b) o f  t h i s  s e c t i o n ,  a n  [AN] e l e c t r i c  o r  t e l e­

p h o n e  c o o p e r a t i v e  m a y

(1) s u e  a n d  b e  s u e d  in its c o r p o r a t e  n a m e ;

(2) h a v e  p e r p e t u a l  e x i s t e n c e ;

(3) a d o p t  a c o r p o r a t e  s e a l  a n d  a l t e r  it;

(4) c o n s t r u c t ,  buy, lease, o r  o t h e r w i s e  a c q u i r e ,  a n d  equip,

m a i n t a i n ,  a n d  o p e r a t e ,  a n d  sell, a s s i g n ,  c o n v e y ,  lease, m o r t g a g e ,  

p l e d g e ,  o r  o t h e r w i s e  d i s p o s e  o f  o r  e n c u m b e r  l a n d s ,  b u i l d i n g s ,  s t r u c­

tu r e s ,  e l e c t r i c  o r  t e l e p h o n e  l i n e s  o r  s y s t e m s ,  d a m s ,  p l a n t s  a n d  e q u i p­

men t ,  a n d  a n y  o t h e r  re a l  o r  p e r s o n a l  p r o p e r t y ,  t a n g i b l e  o r  i n t a n g i b l e ,  

w h i c h  is n e c e s s a r y ,  c o n v e n i e n t ^  o r  a p p r o p r i a t e  t o  a c c o m p l i s h  the 

p u r p o s e  f o r  w h i c h  t h e  c o o p e r a t i v e  is o r g a n i z e d ;

(5) buy, lease, o r  o t h e r w i s e  a c q u i r e ,  a n d  use, a n d  e x e r c i s e  

a n d  sell, a s s i g n ,  c o n v e y ,  m o r t g a g e ,  p l e d g e  o r  o t h e r w i s e  d i s p o s e  o f  or 

e n c u m b e r  f r a n c h i s e s ,  r i g hts, p r i v i l e g e s ,  l i c e n s e s ^  a n d  e a s e m e n t s ;

(6) b o r r o w  m o n e y  a n d  o t h e r w i s e  c o n t r a c t  i n d e b t e d n e s s ,  and

1 SCS CSHB 3 9 4 (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 its 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 lands and public thoroughfares, including, 

without limitation, all roads, highways, streets, alleys, bridges* and 

causeways;

(8) exercise tho powor of eminent domain;

(9) become a member of other cooperatives or corporations 

or own stock in thorn;

(10) conduct it* business and exercise its 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_HjBlXflrsL.sg„Xjgr^chsma.- 

b l f l i . f l g l s n t i r i c ,  R d u c a U p n a i - p m p g s g R i
(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 is or­

ganized.

* Sec. 3. AS 10.25.010 is amended b y  adding a new subsection to read;

(b) A n  e l e c t r i c  o r  t e l e p h o n e  c o o p e r a t i v e  s a y  n o t  us e  c o o p e r a t i v e  

f u n d s  t o  p r o n o t e  o r  o p p o s e  the c a n d i d a c y  o f  a c a n d i d a t e  for d i r e c t o r  

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

* Sec. 4. A S  1 0 . 2 5 . 0 2 0  f,s a m e n d e d  t o  readt
s I j

Sec. 1 0 . 2 5 . 0 2 0 .  P O W E R S  O F  E L E C T R I C  C O O P E R A T I V E  A n  e l e c t r i c
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m

c o o p e r a t i v e  s a y

(1) g e n e r a t e ,  s a n u f a c t u r o ,  p u r c h a s e ,  a c q u i r e ,  a c c u s u l a t e ^  

a n d  traj.aait e l e c t r i c  e n e r g y ,  and d i s t r i b u t e ,  s e l l ,  supply*. a n d  d i s­

p o s e  o f  e l e c t r i c  e n e r g y  t o  its c o s h e r s ,  t o  g o v e r n m e n t a l  a g e n c i e s  and 

p o l i t i c a l  s u b d i v i s i o n s ,  a n d  t o  o t h e r  p e r s o n s  n o t  e x c e e d i n g  10 p e r c e n t  

of t h e  n u c b e r  o f  its c o a b t r e ;  h o v e v e r ,  a c o o p e r a t i v e  t h a t  ( W I C K ;  

a c q u i r e r  e x i s t i n g  e l e c t r i c  f a c i l i t i e s  c a y  c o n t i n u e  s e r v i c e  to  persons, 

n o t  in e x c e s s  o f  4 0  p e r c e n t  of  t h e  n u c b e r  o f  its c e s b o r s ,  w h o  are 

a l r e a d y  r e c e i v i n g  s e r v i c e  f r o s  t h e s e  f a c i l i t i e s  w i t h o u t  r e q u i r i n g  th e n 

t o  b e c o c e  c e c b e r s ,  a n d  t h e s e  p e r s o n s  c a y  b e c o s e  n e c b e r s  u p o n  t h e  teres 

as s a y  b e  p r e s c r i b e d  in t h e  b y l a w s ;

(2) a s s i s t  p e r s o n s  t o  w h o a  e l e c t r i c  e n p r g y  is o r w i l l  be 

s u p p l i e d  b y  t h e  c o o p e r a t i v e  in w i r i n g  t h e i r  p r e c i s e s  a n d  in acqu ir ing  
a n d  I n s t a l l i n g  e l e c t r i c a l  a n d  p l u c b i n g  a p p l i a n c e s ,  e q u i p m e n t ,  f ix tu r e s  
a n d  a p p a r a t u s  b y  f i n a n c i n g  thee, a n d  in c o n n e c t i o n  w i t h  t h e s e  se rv ic e s  
w i r e  o r  h a v e  w i r e d  t h o  p r e s l e e s ,  a n d  buy, a c q u i r e ,  lease, sell, d i s­

tri b u t e ,  i n s t a l l *  a n d  r e p a i r  e l e c t r i c  e n d  p l u c b i n g  ap p lian ce s , equip* 

cant, f i x t u r e s *  a n d  a p p a r a t u s ;

(}) a s s i s t  p e r s o n s  t o  w h o a  e l e c t r i c  e n e r g y  ie o r  w i l l  be 

s u p p l i e d  b y  t h e  c o o p e r a t i v e  in c o n s t r u c t i n g ,  e q u i p p i n g ,  c a i n t e i n l n g *  

a n d  o p e r a t i n g  e l e c t r i c  c o l d  s t o r a g e  o r  p r o c e s s i n g  p i s n t a  b y  f i n s n c i n g  

t h e a  o r  o t h e r w i s e ;

fiyflisjL ..in

d a t a  o f  t h i s  1s t .

• Sec. ft. AC 10.2ft.070 Is  saended to  reed i 
See. 10 .2ft.070. OVIAUf, The board o f  d i r e c to r #  s h a l l  adopt the 

f i r a t  bylaws o r  s coope ra tiv e  t o  be adopted fo llow ing an I n c o r e ­
convers ion . cerger* o r oon so lIdatlon. T h e re a f te r  th e  d i s t r i c t

SCft CANO ) » « 'LtC)
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i
d e l e g a t e s  in . o o p e r a t i v e s  h a v i n g  t h r o o  o r  c o r e  d i s t r i c t s  t h a t  a r c  not 

c o n n s c t o d  b y  a r o a d  s y s t o n  t o  a n o t h e r  d i s t r i c t  o f  t h o  c o o p e r a t i v e  cay 

ad o p t ,  ae o n d ,  o r  re p e a l  t h e  b y l a w s  b y  t h e  a f f i r c a t i v o  v o t e  of  a c a j o r -  

ity of  t h e  d i s t r i c t  d o 2 o g a t o s  v o t i n g  o n  tho a d o p t i o n ,  a m e n d m e n t ,  o r  

r e p e a l  a t  a c o e t i n g  o f  t h e  d i s t r i c t  d o l o g a t e s .  In  a l l  o t h o r  c o o p e r a­

t i v e s  t h e  c o c b e r s  s h a l l  a d o p t ,  aco n d ,  o r  r o p o a l  t h o  b y l a w s  b y  the 

a f f i r m a t i v e  v o t e  of a c a j o r l t y  of t h o  c o c b e r s  v o t i n g  o n  t h e  question 

(AD O P T I O N ,  A M E N D M E N T ,  O R  R E P E A L  E I T H E R  A T  A M E E T I N G  O F  T H E  M E M B E R S  O R  

BY K A I L  B A L L O T  W I T H O U T  A  M E E T I N G J . T h e  b y l a w s  r?*all s e t  o u t  the 

r i g h t s  a n d  d u t i e s  of B o c b e r s ,  d i s t r i c t  d o l o g a t o o ,  a n d  d i r e c t o r s  and 

s a y  c o n t a i n  o t h e r  p r o v i s i o n s  f o r  t h o  r e g u l a t i o n  a n d  c a n a g e c o n t  of tho 

a f f a i r s  o f  t h o  c o o p e r a t i v e  c o n s i s t e n t  w i t h  t h i s  c h a p t o r  o r  w i t h  tho 

a r t i c l e s  of i n c o r p o r a t i o n  o f  t h o  c o o p e r a t i v e .

• Sec. 6. AS  1 0 . 2 5 . 0 1 0  is aBonded t o  read:

Sec. 1 0 . 2 5 . 0 1 0 .  M E M B E R S .  I a I  E a c h  i n c o r p o r a t o r  o f  a c o o p e r a­

t i v e  s h a l l  b e  a t v a b e r  o f  t h o  c o o p e r a t i v e  o r  o f  a n o t h e r  c o r p o r a t i v e  

I
t h a t  is a Besber of it. A  p e r s o n  s a y  not b e c o s e  a Berber u n l e s s  that 

person a g r e e s  to u s e  e l e c t r i c  e n e r g y ,  o r  t e l e p h o n e  s e r v i c e ,  o r  o t h e r  

services f u r n i s h e d  b y  the cooperative when t h e y  are c a d e  a v a i l a b l e  

through its facilities.

l t d  M e m b e r s h i p  in a c o o p e r a t i v e  is n o t  t r a n s f e r r a b l e ,  e x c e p t  as 

p r o v i d e d  in the b y l a w s .  T h e  b y l a w s  c a y

U 1  p r e s c r i b e  a d d i t i o n a l  q u a l i f i c a t i o n s  a n d  l i n l t a t i o n s  on 

B e s b e r s h i p i

12)_ r§spurs BgRberehlp m  a condition gt - g t m a J  no service 

ill p r o v i d e  tor tBnlnAtion-flJC.^jiuapfej9loDuJ>l_neeteEsMsu
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* Sac. 7. A S  1 0 . 2 5 . 1 0 0  la a n e n d e d  t o  road:

Sac. 1 0 . 2 5 . 1 0 0 .  N O T I C E  O F  M E E T I N G S .  E x c e p t  a s  o t h e r w i s e  p r o­

v i d e d  in t h i s  c h a p t e r ,  w r i t t e n  n o t i c e  s t a t i n g  t h o  t i n e  a n d  p l a c e  of 

e a c h  r o o t i n g  of  t h o  B e r b e r s  o r  d i s t r i c t  d o l e g a t o s  [AND, I N  T H E  C A S E  O F 

A  S P E C I A L  M E E T I N G ,  T H E  P U R P O S E  O R  P U R P O S E S  F O R  W H I C H  T H E  M E E T I N G  IS 

C A L L E D , ]  s h a l l  bo  g i v e n  t o  e a c h  & o & b o r  o r  d i s t r i c t  d e l e g a t e ,  o i t h e r  

r e r s o n a l l y  o r  b y  B a il, n o t  lo o s  t h a n  1 5  [20] d a y s  o r  [NOR] n o r c  than

[40] d a y s  b o f c r o  t h o  d a t e  o f  t h o  s o o t i n g .  N o t l c o  o f  a special
•

E M t i n g - O f  t h « B « B b R n , _ i p g « t h c r _ y _ l t h  n o t i c e  o f  t h e  p u r p o s e  f o r  w h i c h  

t t H _ 1 l U n a  1>. S M lla A j,— s h a l l  b o  g i v e n  t o  e a c h  n o p b o r  o r  d i s t r i c t  

d e l e g a t e ,  e i t h e r  o s r s p n a l l y _ p r . b y _ E a l l . - _ n o t  l e s s  t h a n  90  d a v o  o r  rore 

t h a n _ 1 2 0  _davs ■bofore. t h e  d a t e  o f  t h e  e cetlr.g. if s a i l e d ,  n o t i c e  is 

c o n s i d e r e d  g i v e n  w h e n  it is d e p o s i t e d  in the U n i t e d  S t a t o s  r a i l  w i t h  

p o s t a g e  p r e p a i d  a d d r e s s e d  t o  t h o  a e a b o r  o r  d i s t r i c t  d e l e g a t e  at  the 

a d d r e s s  o f  the n o s b o r  o r  d e l e g a t e  a s  it a p p e a r s  o n  t h o  r o c o r d s  o f  the 

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

* Sec. 8. A S  1 0 . 2 5 . 1 2 0  is a e e n d e d  t o  read:

Se c .  1 0 . 2 5 . 1 2 0 .  V O T I N G .  E a c h  B A & b e r  Is e n t i t l e d  t o  o n e  v o t e  on 

e a c h  n a t t e r  n u b a i t t e d  t o  a v o t e  o f  t h e  aegfearflhlp ((1) A T  A  M E E T I N G  O F  

T H E  M E M B E R S  O R  (2) BY M A I L  B A L L O T  P E R M I T T E D  BY A S  1 0 . 2 5 . 0 7 0 ) .  Each 

s e r b e r  o f  a d i s t r i c t  is e n t i t l e d  t o  o n e  v o t e  o n  e a c h  B a t t e r  s u b a i t t e d  

t o  a v o t e  a t  a d i s t r i c t  B o o t i n g .  A  aefiber r a v  n o t  v o t e  b y  p r o x y  but

r a y  v o t e  [vo ting  a t  a meeting s h a l l  be in  p e r s o n , b u t ), if t h e  b y l a w s

so  p r o v i d e ,  (MAY ALSO BE) by m ail .
* Sec. 9. AS 10.25 Is a a e n d e d  by a d d i n g  a n e w  s e c t i o n  t o  readi

Seo. 10.25.125. RECORD DATE. To d o te rc ln e  th e  aeabe rs  e n t i t l e d  
to  n o t i c e  o f  a s e a t in g  of th e  aeab e rs  o r  t o  vo te  on a a a t t e r  t h a t  i s
t o  be s u b a i t t e d  to  a vo te o f th e  aeabe rs , o r  fo r  any o th e r  proper
purpose , th e  board o f d l r e o to r s  aay f ix  a d a te  t h a t  occurs no sore
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t h a n  30 d a y s  b e f o r e  t h e  d a t e  o f  n o t i c e  o r  d i s t r i b u t i o n  of  n a i l  b a l l o t s  

a s  t h e  r e c o r d  d a t e  for t h e  d e t e r n i n a t i o n .  If a r e c o r d  d a t e  is not 

f i x e d  f o r  t h e  d e t e r n i n a t i o n  of  n e n b e r s  e n t i t l e d  t o  n o t i c e  o f  a n e e t i n g  

o r  t o  v o t e  o n  a n a t t e r ,  t h e  d a t e  o n  w h i c h  n o t i c e  of  t h e  n e e t i n g  o r  of 

n a i l  v o t i n g  is f i r s t  n a i l e d  is t h e  r e c o r d  date. W h e n  a d e t e r n i n a t i o n  

o f  n e n b e r s  e n t i t l e d  t o  v o t o  a t  a n e e t i n g  is c a de, t h o  d e t e r n i n a t i o n  

a p p l i e s  u n t i l  t h e  n e e t i n g  is a d j o u r n e d  s i n e  die.

* Sec. 10. A S  1 0 . 2 5 . 1 4 0  is a n e n d e d  t o  road:

Sec. 1 0 . 2 5 . 1 4 0 .  B O A R D  O F  D I R E C T O R S .  T h e  b u s i n e s s  of  a c o ­

o p e r a t i v e  s h a l l  bo  c a n a g c d  b y  a b o a r d  o f  n o t  less t h a n  fi v e  d i r e c t o r s ,  

e a c h  o f  w h o a  s h a l l  bo a n o n b o r  o f  t h o  c o o p o r a t i v o  o r  o f  a n o t h e r  co-

o p o r a t i v o  w h i c h  is a n o n b o r  of  it. T h o  b y l a w s  s h a l l  p r e s c r i b o  the

n u a b e r  o f  d i r o c t o r s ,  t h e i r  q u a l i f i c a t i o n s  o t h o r  t h a n  t h o s o  p r o s c r i b e d  

in  t h i s  c h a p t e r ,  a n d  tho a a n n o r  of h o l d i n g  c o o t i n g s  of  t h o  b o a r d  of 

d i r o c t o r s  a n d  o f  e l e c t i n g  s u c c e s s o r s  t o  d i r o c t o r s  w h o  r e s i g n ,  die, or 

a r o  o t h e r w i s o  i n c a p a b l o  o f  a c t i n g .  T h e  b y l a w s  s h all [KAY] p r o v i d e  for 

t h o  r o n o v a l  of d i r o c t o r s  f r o n  o f f i c o  f o r  c a u s e  a n d  for t h o  o l e c t i o n  of 

t h o i r  s u c c e s s o r s .  D i r o c t o r s  c a y  n o t  r o c o i v o  s a l a r i e s  f o r  t h o  s o r v i c e s  

as  d i r o c t o r s  and, e x c e p t  in o c o r g o n c i o o ,  s h a l l  n o t  r e c e i v e  s a l a r i o s

f o r  t h e i r  s e r v i c e s  in a n y  o t h e r  c a p a c i t y  w i t h o u t  t h o  a p p r o v a l  o f  tho

n e a b e r s .  T h e  b y l a v e  nay, h o w e v e r ,  p r e s c r i b e  a f i x e d  foe for e a c h  day 

O X  a t t e n d a n c e  a t  a B o o t i n g  o f  t h e  b o a r d  o f  d i r e c t o r s  o r  o t h e r  m o o t i n g  

w h i l e  o f f i c i a l l y  r e p r e s e n t i n g  t h e  c o o p e r a t i v e  a n d  f o r  e a c h  d a y  of 

n e c e s s a r y  t r a v e l  t o  a n d  f r o a  a a a a t l n g  o f  the b o a r d  o f  d i r e c t o r s  or 

other. a o a t l n a _ w h l l a  o f f i c i a l l y  r e p r e s e n t i n g  _tha c o o p e r a t i v e  [EACH 

MEETING OF THE BOARD OF DIRECTORS] t  id Bay p r o v i d e  f o r  i n s u r a n c e  and 

ro lmbursoaont o f  a c tu a l e x p e n s e s  in c u r re d  While P8 rXQ i^g-duU flf l-f lt-J l
d i r e c t o r  (or a t t e n d a n c e ].

* Sec. 11. AS 10.25 i s  anended by adding a new s e c t io n  to  read!
C S H D  39
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Sec. 1 0 . 2 5 . 1 4 5 .  L I A B I L I T Y ,  I N D E M N I F I C A T I O N ,  A N D  I N S U R A N C E .  (a) 

A  p r o t e c t e d  p e r s o n  is n o t  i n d i v i d u a l l y  l i a b l e  for c o n d u c t  perforned 

w i t h i n  t h e  s c o p e  o f  t h e  p e r s o n ' s  d u t i e s  f o r  the c o o p e r a t i v e .  However, 

th e  p r o t e c t e d  p e r s o n  m a y  b e  h e l d  i n d i v i d u a l l y  l i a b l e  f o r  c o n d u c t  if it 

w a s  n o t  r e a s o n a b l e  f o r  t h e  p e r s o n  t o  b e l i e v e  t h a t  t h e  c o n d u c t  was in, 

o r  n o t  c o n t r a r y  to, t h e  b e s t  i n t e r e s t s  o f  t h e  c o o p e r a t i v e .

(b) U n l e s s  p r o h i b i t e d  b y  t h e  a r t i c l e s  o f  i n c o r p o r a t i o n  or by- 

laws, t h e  c o o p e r a t i v e  s h a l l  i n d o n n i f y  a p r o t e c t e d  p e r s o n  w h o  is or nay 

b e  n a d e  a p a r t y  t o  a c o n t e s t e d  n a t t e r  a g a i n s t  e x p e n s e s  a c t u a l l y  and 

r e a s o n a b l y  i n c u r r e d  in c o n n e c t i o n  w i t h  t h o  c o n t e s t e d  n a t t e r .  However, 

t h o  c o o p e r a t i v e  n a y  n u t  i n d o n n i f y  t h e  p r o t e c t e d  p e r s o n  if t h o  person 

d i d  n o t  r e a s o n a b l y  b e l i o v o  t h o  c o n d u c t  t o  bo in, o r  n o t  opposed to, 

t h o  b e s t  i n t o r o s t o  o f  t h e  c o o p e r a t i v e .  W i t h  r e s p e c t  t o  a cr i n i n a l 

a c t i o n  o r  p r o c e e d i n g ,  t h e  c o o p o r a t i v o  s h a l l  i n d e m n i f y  a protoctcd 

p e r s o n  u n l o s s  t h o  p o r s o n  h a d  r o a s o n a b l o  c a u s o  t o  b o l i o v o  that tho 

c o n d u c t  w a s  u n l a w f u l .

(c) A c o o p e r a t i v e  n a y  p u r c h a s o  a n d  n a i n t a i n  i n s u r a n c e  o n  behalf 

of a p r o t e c t o d  p o r s o n  a g a i n s t  l i a b i l i t y  a s s o r t o d  a g a i n s t  t h o  protected 

p e r s o n  a n d  i n c u r r o d  in a n  o f f i c i a l  c a p a c i t y  o r  a r i s i n g  o u t  of the 

p e r s o n * o  s t a t u s ,  w h o t h o r  o r  n o t  t h o  c o o p e r a t i v e  w o u l d  h a v o  t h o  powor 

t o  i n d o n n i f y  t h e  p o r s o n  a g a i n s t  t h o  l i a b i l i t y  u n d e r  t h i s  s o c t i o n .

(d) In this section

(1) " c o n d u c t "  i n c l u d e s  a c t i o n ,  inact i o n ,  a n d  o m i s s i o n ;

(2) " c o n t e s t e d  n a t t e r "  n e a n s  a p r o p o s e d ,  p o n d i n g ,  o r  con-  

p l e t e d  a c t i o n  o r  p r o c e e d i n g ,  w h e t h o r  ci v i l ,  c r i n i n a l ,  a d m i n i s t r a t i v e ,  

o r  i n v e s t i g a t i v e !

(3) " e x p e n s e s "  i n c l u d e  a t t o r n e y  fees, j u d g m e n t s ,  fines, and 

a n o u n t s  p a i d  in s e t t l e m e n t ;

(4) " p r o t e c t e d  p e r s o n "  neans a d i r e c t o r ,  o f f i c e r ,  enplo y e e ,

- 7 - K L l S C S  CflllB 394 (LIC)
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o r  a g e n t  of  a c o o p e r a t i v e .

* Sec. 12. A S  1 0 . 2 5 . 1 5 0  is a m e n d e d  t o  read:

Sec. 1 0 . 2 5 . 1 5 0 .  T E R M  O F  O F F I C E  O F  D I R E C T O R S .  T h e  d i r e c t o r s  of 

a c o o p e r a t i v e  n a m e d  in a r t i c l e s  o f  i n c o r p o r a t i o n ,  c o n s o l i d a t i o n ,  

m e r g e r ^  o r  c o n v e r s i o n  h o l d  o f f i c e  u n t i l  t h e  n e x t  a n n u a l  m e e t i n g  of the 

m e m b e r s  a n d  u n t i l  t h e i r  s u c c e s s o r s  a r e  e l e c t e d  a n d  q u a l i f y .  [AT EACH 

A N N U A L  M E E T I N G ,  O R  I N  C A S E  O F  F A I L U R E  T O  H O L D  T H E  A N N U A L  M E E T I N G  AS 

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

T H E  M E M B E R S  S H A L L  E L E C T  D I R E C T O R S  T O  H O L D  O F F I C E  U N T I L  T H E  N E X T  A N N U A L  

M E E T I N G  O F  T H E  M E M B E R S ,  E X C E P T  A S  O T H E R W I S E  P R O V I D E D  I N  T H I S  CHAPTER.] 

E a c h  e l e c t e d  d i r e c t o r  h o l d s  o f f i c e  f o r  t h e  t e r m  f o r  w h i c h  e l e c t e d  and 

u n t i l  u s u c c e s s o r  is e l e c t e d  a n d  q u a l i f i e s .

* Sec. 13. A S  1 0 . 2 5 . 1 6 0  is a m e n d e d  t o  read:

Sec. 1 0 . 2 5 . 1 6 0 .  S T A G G E R E D  T E R M S  O F  O F F I C E  F O R  D I R E C T O R S .  In-
|

s t e a d  o f  e l e c t i n g  all d i r e c t o r s  a n n u a l l y ,  the b y l a w s  m a y  p r o v i d e  that 

d i r e c t o r s  s h a l l  b e  e l e c t e d  for t e r m s  n o t  to e x c e e d  t h r e e  years, or
I

unti) t h e i r  s u c c e s s o r s  a r e  e l e c t e d  a n d  qu a l i f y ,  a n d  t h a t  the t e r m s  of 

d i r e c t o r s  s h a l l  be s t a g g e r e d  6 0  t h a t  o n e - t h i r d  of t h e  d i r e c t o r s ,  or a 

n u m b e r  as  c l o s e  t o  o n e - t h i r d  as p o s s i b l e ,  shall b o  e l e c t e d  [AT] each 

y e a r  [ A N N U A L  M E E T I N G ] .

* Soc. 14. A S  1 0 . 2 5 . 1 7 5 ( a )  is a m e n d e d  t o  read:

(a) A  m o o t i n g  o f  t h o  b o a r d  o f  d i r o c t o r s  m a y  b o  a t t e n d e d  by mcn- 

b o r s  o f  t h o  c o o p e r a t i v e .  E x c o p t  w h o n  v o i c e  v o t o s  a r e  a u t h o r i z e d ,  a

v o t o  s h a l l  b o  c o n d u c t o d  in s u c h  a m a n n e r  th a t  t h o  m o m b e r s  m a y  k n o w  the

v o t o  o f  o a c h  p o r s o n  o n t i t l o d  t o  v o t o .  Th« b o a r d  o f  d i r e c t o r s  may

c o n d u c t  a m o o t i n g  b v  t s l s c o n f s r o n c o  o r  s i m i l a r  c o m m u n i c a t i o n s  o o u i p -  

a o n t  if t h s  b o a r d  a i v i s  rtftsonabltt_notice of t h e  m o o t i n g  and If rom- 

h i r i _ Q l _ t h r _ C Q Q M r t t t l v o  m o o t i n g  s i t o s  a n d  h o a r
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of the b o ard participates.

* Sec. 15. AS 10.25.175(e) is r e p eal ed and reenacted to read:

(e) A m e m b e r  affected by a c t i o n  taken contrary to this section

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

ate equitable relief after c onsidering  the circumstances of the case. 

Ac t i o n  taken contrary to this section is not void if o th er equitable 

r elief is available and appropriate.

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

Sec. 10.25.235. M E M B E R’S RI G H T  TO EXAMINE BOOKS A N D  RECORDS. A 

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

purpose, examine and ma ke copies of the books and records of the 

cooper ative at the principal office of the cooperative. The c o o p e r a­

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

pli c a t i n g  documents r e q u ested  under this section. The coop e r a t i v e  may 

w i t h h o l d  books and records concerning specific m a tte rs that vere 

pr e p a r e d  for or during an executive session under AS 10.25.175(c) and 

not s u b sequent ly made public bv the cooperative. The co ope r a t i v e  may 

also w i t h h o l d  the identity of public information that was ref er r e d  to 

during the executive session.

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

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

section, one (ONE) or more cooperatives, each [HEREINAFTER) d e s i g n a t e d  

in this section as "merging coopera tive," cay m e r g e  into a n o ther 

cooperative, (HEREINAFTER) designate d in this section as " survi v i n g  

cooper a t i v e , "  by co mplying with the following requirements.

tives into the surviving cooperative and proposed articles of m e r g e r  

shall be submitted to [A M E E T I N G  OF) the members of each m e r g i n g  

cooperative and o f  the surviving cooperative. T h e  no t i c e  [OF T H E

(1) The p r o position for the m erge r of the m e r g i n g  coopcra-

S C S  C S H B  3 9 4 (L&C)
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MEETING] shall have atta ched to it a copy of the p r o p o s e d  a r t i cles of 

m e r g e r .

(2) If the "proposed m e r g e r  and the p r o p o s e d  a r t i c l e s  of 

merger, w i t h  any amendments, are a p p r o v e d  by the a f f i r m a t i v e  v o t e  of 

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

on them [AT THE MEETING] , articles of m erger in the form approved 

shall be executed and a c k n o w l e d g e d  on behalf  of each c o o p e r a t i v e  by

its president or vice p r e s ide nt and its seal shall be a f f i x e d  by its

secretary.

* Sec. 18. AS 10.25.2A 0 is a m end ed by a dding a new subsec t i o n  to read:

(b) A merger of electric or telephone coope ratives m a y  not take 

effect unless the su rviving c ooperati ve expressly agrees to comply 

with the terms of each c ol lective barga ining agreeme nt e n t e r e d  into 

be tween a m e rging cooperative and a labor orga n i z a t i o n  r e p r e s e n t i n g  

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

* Sec. 19. AS 10.25.260 is anen ded to read:

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

INAFTER! designat ed in this section as "consolidati ng coop er a t i v e ^ "  

may conso lidate into a n e w  cooperative, [HEREINAFTER] d e s i g n a t e d  in 

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

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

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

cooperative and pr oposed articles of consolidation shall be s u b m it ted 

to [A M E E T I N G  OF] the m e m bers of each c o n solidating  cooperative. The 

notice [OF THE MEETING] shall have a t t a c h e d  to it a copy of the p r o­

posed articles of consolidation.

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

of consolidation, w i t h  any amendments, are approved by the offirm a t i v e  

vote of not less then two-thirds of those m e mb ers of each

SCS CSH B 394 (L&C) g, -10-
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conso l i d a t i n g  coope r a t i v e  v o t i n g  on them, articles of c o n s o l i d a t i o n  in 

the form a p p r o v e d  shall be e x e c u t e d  and ackno w l e d g e d  on behcilf o f  each 

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

seal shall be a f f i x e d  and a t t e s t e d  by its secretary.

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

Sec. 10.25.320. D I S S O L U T I O N  O F  C OOP ERATIVE T H A T  [WHICH] HAS 

C O M M E N C E D  BUSINESS. A c o o p e r a t i v e  that [WHICH] has commenc ed busines s 

m a y  be dissolved  in the f o l l ow ing -mannerj_ [. ]

(1) The p r o p o s i t i o n  to d i s s olve shall be submitted to the 

m e mbe rs of the c o operati ve [AT A N  A N N U A L  OR SPECIAL MEETING]. The 

n otice shall state [SET FORTH] the proposition.

(2) The p r o p o s i t i o n  is a p p r o v e d  bv the a f f i r m a t i v e  v o t e  of 

at least two-thirds of the m e m b e r s  v o t i n g  on the p r o p o s i t i o n  if the 

number of m e mbers v o t i n g  to appro ve it constitutes [AT T H E  M E E T I N G  THE 

M E MBE RS SHALL APPROVE, BY THE A F F I R M A T I V E  VOTE OF NOT LE SS THAN] a 

m a j o r i t y  of all members  of the cooper a t i v e  [, T H E  P R O P O S I T I O N  TO 

DI S S O L V E  THE COOPERATIVE).

(3) Upo.i approval, a c e r t i f i c a t e  of election to dissolve, 

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

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

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

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

c e rti ficate stating that the s tatements in the certifi cate are true. 

The c e rtific ate shall state the n a m e  of the cooperative, the address 

of its principal office, and that the m e m b e r s  of the coope r a t i v e  have 

v o t e d  to dissolve the cooperative.

* Sec. 21. AS 10.25.400 is a m ende d to read: 

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

ERTY. A cooperative may not o t h e rwise sell, lea8ex or dispose of m o r e
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than 15 p e r cent of the co oper a t i v e ' s  total assets, less depreciation, 

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

action [ALL OR A S U B S T A N T I A L  P O R T I O N  O F  ITS PROPERTY] unless the 

t ransaction  is aut horized under this section. The t ransacti on is

approved b y  the a f f i r m a t i v e  vote of not less than t wo-thirds of the

m e mbe rs v o t i n g  on the tra nsa c t i o n  if the number of m e m b e r s  voting to

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

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

standing a provi sion of this c h apter or any o ther p r o v i s i o n  of law,

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

those members of the c ooperative  v o t i n g  on the issue in an elect i o n  in 

w h i c h  at least 10 percent of the eligible m e m b e r s  r e t u r n  ballots 

[PRESENT A T  A  M E ETING OF THE MEMBERS], sell, l e a s e ^  or otherwise 

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

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

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

HOLDER OF A N  EVIDENCE O F  I N DEBTEDNES S ISSUED TO THE U N I T E D  STATES OF 

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

* Sec. 22. AS 10.25.400 is amended by a dding new subs ec t i o n s  to read:

(b) Before a vote to authorize the d isposi tion or sale of m o r e  

than 15 percent of the total assets of the cooperative, other than a 

vote to authorize d i s p o s i t i o n  or sole to the state or a n o t h e r  c o o p e r a­

tive, the b oard of directors shall

(1) have the tangible and intangible p r o p e r t y  that is 

proposed for sale a p p r aised by three appraisersj the a p p r a i s e r s  shall 

be chosen by the board and m a y  not be associ a t e d  w i t h  the c o o perative 

or a propo sed buyer of cooper a t i v e  propertyi the first p r o p o s e d  buyer 

sholl advance to the c o o p e r a t i v e  m o n e y  sufficient to pay for the 
a p p ra is a ls  i i f  a buyer o t h e r  than the f i r s t  proposed buver purchases 

SCS CSHB 394(L&C) -12-
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the assets based on the appraisals, the actual buyer shall reinbu rse 

the first proposed b u y e r  for the cost of the appraisals;

(2) n otify all cooperative members, at least 90 days in 

advance, of a vote on disposition of cooperative property; the n otice 

m u s t  con tain detailed proposals for dispos i t i o n  of the property;

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

co o pe ratives situated and operating in the state that the p r o p e r t y  is 

a v a i lable  for d i s position and include with the notice one copy of each 

appraisal of the property;

(A) at least 30 days b efore the vote, mail to all m e m bers 

any a l t e rnate proposals made by a n o t h e r  cooperative, or by coope r a t i v e  

m e m b e r s  if an alternate proposal signed by at least 50 m e m b e r s  has 

be e n  submitt ed to the board, together wit h any r e c o m m e n d a t i o n  that the 

b o a r d  has made; and

(5) place each proposal for wh ich notice has b e e n  given on 

the ballot.

(c) This section does rot apply to the transfer of c ooperat ive 

p r o p e r t y  u n d e r  AS 10.25.240 - 10.25.300.

(d) The sale o f  a cooperative m a y  not take e ffect u nless the 

p u r c h a s e r  expr essly agrees to comply w i t h  the terms of each  c ollecti ve 

b a r g a i n i n g  agreement entered into between' the c o o p e r a t i v e  b e i n g  sold 

and a 1abor o rgani z a t i o n  re presenting employees of the c oope rative 

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 o f  cooperative property that was a p p r o v e d  by the

members b e fore  the effective date of this Act.

* Sec. 24. AS 10.25.245 is repealed.

* Sec. 25. This Act takes effect immediately unde r AS 01.10.070(c),
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IN THE SENATE
BY THE L A B OR  AND 
COMMERCE COMMITTEE

SENATE BILL NO. 369

IN THE LEGISL A T U R E  OF THE STATE OF ALASKA

F I F TEENTH LEG I S L A T U R E - SECOND SESSION

A BILL

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

tives; and p r o viding for an effective date."

BE IT ENACTED BY THE LEGISL A T U R E  OF TH E  STATE OF ALASKA:

* Section 1. AS 10.25.010 is amended to read:

Sec. 10.25.010. POWERS OF ELECTRIC OR T E L E P H O N E  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, buildings, s t r u c­

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

ment, and any other real or personal property, tangible or intangible, 

w h i c h is necessary, c onvenient^ or appropriate to a c complish 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 

e ncumber franchises, rights, privileges, lictnscsx and easements;

(6) borrow money and otherwise contract indebtedness, and 

issue evidences of indebtedness, and secure the payment of the i n d e b t­

edness by mortgage, pledge, or deed of trust of, or any other e n c u m­

brance up o n  its real or personal property, assets, franchises, or 

r e v e n u e s ;

SB0369a SB 369



,

■ ' W '•" ■ ''4' •':

1 

2

3

4

5

6

7

8 

9

10 

11 

12 

13 

TI*.

0 > Tl̂ 5

(7) construct, maintain, and operate elect r i c  t r a n s mission 

and distribution lines, or telephone lines along, upon, u n d e r  and 

across publicly owned lands and public thoroughfares, including, 

without limitation, all roads, highways, streets, alleys, b r i d g e sx and 

c a u s e w ; y s ;

(8) exercise the power of eminent domain;

(9) become a mei.ber of other cooperatives or corporations 

or own stock in them;

(10) conduct its business and exercise its powers inside or 

outside the state;

(11) adopt, amende and repeal bylaws;

(12) make all contracts necessary, convenient^ or appropri-

13 f°r the full exercise of its powers;

...........................
Tv (13) make donations for the public welf a r e  or for charlta- S f a .

»V/i
ble, scientific, or educational purposes; fit.

ii 16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

(14) do and perform any other act and thing, and have and 

exercise any other p ower w h i c h  may be necessary, convenient^ or a p p r o­

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

ganized.

* Sec. 2. AS 10.25.020 is amended to read:

Sec. 10.25.020. POWERS OF ELECTRIC COOPERATIVE. An electric 

cooperative may

(1) generate, manufacture, purchase, acquire, a c c u m u l o t e x 

and transmit electric energy, and distribute, sell, supplyx and d i s­

pose of electric energy to its mombars, to governmental agencies and 

political subdivisions, and to o ther persons not e x c eeding 10 percent 

of the nuaber of its mombars; however, a cooperative that [WHICH] 

acquires existing electric facilities may continue service to persons, 

not in excess of 40 percent of the number of its members, who are
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1 already receiving service from these f a c i l i t i e s  without requiring them
2 to become members, and these persons may become members upon the terms
3 as may be prescribed in the bylaws;
4 (2) ass is t  persons to whom e le c tr ic  energy is  or w i l l  be
5 supplied by the cooperative in wiring their premises and in acquiring
6 and insta l l ing  e le c tr ica l  and plumbing appliances, equipment, fixtures
7 and apparatus by financing them, and in connection with these services
8 wire or have wired the premises, and buy, acquire, lease, s e l l ,  dis-
9 tribute,  install^ and repair e le c tr ic  and plumbing appliances, equip-
0 mcnt, fixtures^ and apparatus;
1 (3) assis t  persons to whom e le c tr ic  energy is  or w i l l  be
2 supplied by the cooperative in constructing, equipping, maintaining^
3 and operating e le c tr ic  cold storage or processing plants by financing
4 them or otherwise^
5 (4) operate a waste heat distribution system;
6 (5) operate a heating distribution system that was in
7 e x i s t ence on the e f fect ive  date of t h i 8 Act.
8 * Sec. 3. AS 10.2'.070 is amended to read:
9 Sec. 10.75.070. BYLAWS. Tho board of directors shall  adopt the
0 f i r s t  bylaws of a cooperative to be adcpted following an incorpo-
1 ration, conversion, merger* or consolidation. Thereafter the d i s t r ic t
2 delegates in cooperatives having three or more d is t r ic t s  that are not
3 connected by a road system to another d i s t r ic t  of the cooperative may
4 adopt, amend, or repeal the bylaws by the affirmative vote of a major-
5 l ty  of the d i s t r ic t  delegates voting on the adoption, amendment, or
6 repeal at a meeting of the d is t r ic t  delegates. In a l l  other coopera-
7 tlves the members shall  adopt, amend, or repeal the bylaws by the
8 affirmative vote of a majority of the members voting on the question
9 (ADOPTION, AMENDMENT, OR REPEAL EITHER AT A MEET1NC OF THE MEMBT 48 OR
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BY M A I L  BALLOT WITH O U T  A M E E T I N C ] . The bylaws shall set out the

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

may contain other provisions for the r e gulation anu management of the

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

articles of incorporation of the cooperative.

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

Sec. 10.25.080. MEMBERS. Each incorporator of a coopera*

tive shall be a me m b e r  of the c ooperative or of anot h e r  cooperative 

that is a mem b e r  of it. A pe r s o n  may not become a m e m b e r  unless that 

person agrees to use electric energy, or telephone service, or other 

services furnished by the cooperative w h e n  they are mad e  available 

through Its facilities.

(b) Membe r s hi p  in a cooperative is not t r a n s f e r a b l e ,  except as 

provided in the bylaws. The bylaws may

(1J prescribe additional q u al ifications and limitations on 

m embership^

(2J require m e m b e r s h ip a s a co n d i tion of o b t aining service 

from the c o o p e rative;

(3) p r o vide ior t e m i n a t  ion or ^ s u s p e n s i o n  o f membership;

however, a_mcmbership ma y  n o t  be t e r m i n a ted unless procedures for

t ermination arc contained In the b y l a w .

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

Sec. 10.25.100. NOTICE OF MEETINCS. Except as otherwise p r o­

vided in this chapter, w r i t t en  notire stating the time and place of 

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

A SPEC I A L  MEETINC, THE PURPOSE O R  PURPOSES FOR V H I C H  THE MEET IN C  IS 

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

p ersonally or by mail, not leas than 20 days nor more than 40 days 

before the date of the meeting. Notice of a speci al m e e t i n g  of thg
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members, together w i t h  notice of the purp o s e  for w h i c h  the m e e t i n g  is 

called, s'nall be Riven to each m e m b e r  or district delegate, either

p e r sonally or by mail, not less than 90 days or more than 120 days

before the date o f the m e e t i n g . If mailed, notice is considered given 

w h e n  it is deposited in the Un i t e d  States m ail wit h  postage prepaid

addressed to the m e m b e r  or district delegate at thz address of the

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

* Sec. 6. AS 10.2S.120 is amended to read:

See. 10.25.120. VOTING. Each me m b er  is entitled to on. vote on 

e ach ma t t e r  submitted to a vote of the m e m b e r s h i p  [(1) AT A  MEET I N G OF 

THE MEMBERS OR (2) BY M A I L  BA L L O T  PE R M I T T E D  BY AS 10.25.070]. Each 

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

to a vote at a district meeting. A m e m b e r  may not v ote by p roxy but 

■ay vote [VOTING AT  A M E E TI N C  S HALL BE IN PERSON. BUT], if the bylaws 

so provide, iMAY A LSO BE] by mail.

* Sec. 7. AS 10.25 is amended by adding a n e w  section to read:

Sec. 10.25.125. R E C O R D  DATE. To de t e rm i n e  the members en t itled 

to notice of a m e et i n g  of the m e mb e r s  or to vote on a ma t t e r  that is 

to be submitted to a vote of the members, or for any other proper 

purpose, the board of d i rectors may fix in advance a date as the 

record date for the determination. If a record date is not fixed for 

the deter mi n a t i o n  of members e n ti t l e d  to notice of a meeting or to 

vote o n  a matter, the date on w hich notice of the meeti n g  or of mail 

vo t i n g  is first ma i l e d is the record date. W h e n  a de t e rmination of 

■embers entitled to vote at a meet i ng  is made, the deter m i n at i o n  

applies until the m e e t i n g  is a d j o u r n e d  sine die.

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

Sec. 10.25.1'0. B O A R D  OF DIRECTORS. The business of a c o­

operative shall be m a n a g e d  by a b oard of not less than five directors,
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each of wh o m  shall be a m e m b e r  of Che cooperative or of a n o t h e r  c o­

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

n umber of directors, their qualifications other than those presc r i b ed  

in this chapter, and the manner of holding m e e t i n g s of the board of 

directors and of electing successors to directors who resign, die, or 

are otherwise incapable of acting. The bylaws m a y  prov i d e fur the 

removal of directors from office for caus e and for the e l e c t i o n  of 

their successors. Directors may not receive salaries for the services 

as directors and, except in emergencies, shall not receive salaries 

for their services in any other capacity without the approval of the 

members. The bylaws may, however, p r e scribe l fixed fee for each  day 

of attendance at a m e e t i n g  of the b oard o f  directors an d  at •  m e o t i n m  

while o f f i c i al l y rep r esenting tha c ooperative (EACH MEETING OF THE 

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

actual expenses Incurred while p e r f o n a i n g  duties as l  d irector  (OF 
A T T E N D A N C E ] .

* Sec. 9. AS 10.2S is amended by adding a n e w  section to read:

Sec. 10.2S.14S. LIABILITY, INDEMNIFICATION. AND INSURANCE. (a) 

A protected person is not individually liable for conduct p e r formed 

wit hi n  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 b y­

laws, the cooperative shall Indemnify a protected person who is or may 

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

reasonably incurred in connection w i t h  the contested matter. However, 

the cooperative may not indemnify the protected p e r s o n  if the p e r s o n  

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

369 IftOHte



the beat Interest* of the cooperative. W i t h  respect to a criminal 

action or proceeding. the c ooperative shall indemnify a protected 

pe r s o n  unless the pe r s o n  had reasonable cause to believe that the 

conduct was unlawful.

(c) A  cooperative may purch a s e  and ma i n t a i n  insurance on behalf 

of a pro t e c t e d  p e r s o n  against liability asserted against the protected 

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

person's status, w h e t h e r  or not the cooperative w ould have the power 

to indemnify the p e r s o n  against *he liability under this section.

(d) In this section

(1) "co nd u c t "  includes action, inaction, and omission;

(2) " c o n t e s t e d  natter" n eans a proposed, pending, o r  con*

pl a te d  action or proceeding, whether civil, crininal. a o n l n l a t r a t i v e . 

o r  investigative;

()) "osp e ns e s "  include a t t o r n e y  fees, judgments, fines, and 

amount s paid in settlement;

(*) " p r o t e c t e d  person" n e a n s  a director, cfflcer. employee, 

or agent of a cooperative.

* bee. 10. AS 10.21.110 is anended to read:

Sec. 10.2S.1S0. Ttftfl o r  o r n c t  o r  D U C C T O U .  The directors of

a cooperative n a me d  in articles o| incorporation, consolidation, 

merger^ or c o n v e r s i o n  h old office until the nest annual m e e ti n g  of ihe 

members and until their successors are elec t e d  and qualify. (AT EACH 

A N N U A L  MEETING. 0 K  IN CASE or U I U S E  T O  H O L D  THE A N N U A L  MEET I N G  AS

s r t c m t r  i n  t h e  m u  vs. a t  a  s r t c u t  m e e t i n g  c a l u d  rot h u t  ruirose.

THE MEMS C R S  M U L L  ELECT 01 RECTOKS T O  H O L D  OTTICE U N T I L  TH E  NEST AN N UA L  

ME E T I N C  Or THE M E M SERS, EICEfT AS O T H E R W IS E  P R O V I D E D IN THIS CKAfTtR.) 

Each elected d i r e c t o r  holds office for tha ten s  for w h i c h  elected and 

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

2 Sec. 10.25.160. STACCERED TERM5 O F  OFFICE FOR DIRECTORS. In-

3 stead of e l e cting all directors annually, the bylaws may provide that

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

5 until their successors are elected and qualify, and that the terms of

6 directors shall be staggered so that one - th i r d  of the directors, or s

7 n u m b e r  at close to o n e -th.rd as possible, shall be elected [AT] each

8 yea r  [ANNUAL KEET1XC).

9 * Sec. 12. AS 10. 2 5. 175(a) is amended to read:

10 (a) A meeting of the board of directors may be attended by mem*

11 bers of the cooperative. Except w h e n  voice votes are authorised, a

12 vote shall be c o nducted in such a ma n n e r  that the memberu may know tho

II vote of e ac h  per s o n  entit l ed  to vote. The board of d i r e c t o r s may

16 conduct a_me e t i n g  by te l e c o n fere nce o r  similar communications equip.-

15 men* This section applt_»s__only to_a m e e t i n g  at which a q u o r u m  of the

16 board participates

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

If (c) The following excepted subjects w a y  be d i scussed In sn

19 executive session:

20 (1) matt e r s  the i m m e a ^ t e  k n o wledge of w hich w o u l d  clearly

21 have an adverse effect on the finances of the cooperative;

22 (2) subjects that tern* to prejudice the reputation and

21 character of a person, Jficjudlng information c oncerning a m s o bpr'f

26 fipsncigl record; however, the pe r s o n m a y  request a public discussion;

25 (3) matt e r s  d i s cussed w it h  an attorney for the cooperative,

26 the immediate k n o wledge cf w h i c h  could have an aiverse offset on tha

27 legal position of the cooperative;

jl srwtJjtfttfiaft] m a s t e r s ;

»  U l _ B t l U l L  itft£iil£Jil2. u u « i i 4 J L £ 2 i _ 4 1 i i l m i l _  * j _ l i » L i
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the article! of Incorporation, o r  the b y l a w ;

jL D l _ bids. trad* n c r t t i ,  o r  other confidential cowaercial 

Information;

( 7 ) die cos Sion of litig ation by or SRalnst tho c o o p era ti v e .

4 Sec. 14. AS 10.25.173(e) Is repealed and reenacted to read:

(e) t. V.. ber affected by action taken contrary to this section

■ay bring a suit In the superior court. The court aay o rder a p p r o p r i­

ate equitable relief after considering the circumstances of the case. 

A .tlon taken contrary to this section is not void If o t h o r  equitable 

rolief Is available a n d  appropriate.

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

Sec. 10.23.233. MEMBER'S P.IGHT TO EXAMINE BOOKS A N D  RECORDS. A 

■caber 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 c o o p e r a­

tive may cl irge a me m b e r  an aaount equal to the actual cost of d u ­

plicating documents requested under this section. T he c o o p e rative way 

w ithhold books »»d records concerning subjects t' >t =iy b** discussed

in executive session under A S  10 . 2 3 . 173(c).

4 Sec. 16. AS 10.23.260 Is amen d e d  to read:

Sec. 10.23.260. MERCER. On e  or sor e  cooperatives, eac h  ( H E R E­

INAFTER) de signated In this section as "merging cooperative," may

merge into another cooperative, (HEREINAFTER) designated in this

ae ctlon as "surviving cooperative," by complying wit h  the following

(1) The p r o p o s i t i o n  for the m e r g e r  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 vot e  of 

not less than two-thirds of those r ^mbcrs of e a c h  cooperative voting 

on them [AT TH E  MEETINC], articles of mer ge r  in the form approved 

shall be executed and a c kn owledged 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 m o r e  cooperatives, 

[HEREINAFTER] d esignated in this tection__as " c o n s o l i d a ti n g  c o o p e r a­

tive,” may consolidate into a ne w  cooperative, [HEREINAFTER] d e s i g n a t­

ed in this s e c tion as the "new cooperative," by co m p ly i n g  w i t h  the 

f ollowing requirements:

(I) The p r o po s i t i o n  for the r o n s o l I d a t i o n  into the n e w  

cooperative and p r o p o s e d  articles of conso l i d a ti o n  shall be subaitted 

to (A M E E T I N G  OF] the members of e a c h  conso l i da t i n g  cooperative. The 

notice [OF T H E  MEETING] shall have attached to 11 a copy of tho p r o­

posed articles of consolidation.

(2; If the pr o p o s e d  conso l i d a ti o n  and the proposed articles 

of consolidation, w i t h  any amendments, nre approved by the affirmative 

v ote of not lets tha n  two-thirds of those members of each c o n s o l i d a t­

ing cooperative vo t in g  on  them, articles of c o n s o l i da t i o n  in the form 

appro v e d  shall be e x e c u t e d  and owledged on behalf of e a c h  c o n s o l­

idating cooperative by its president or vice president and its seal 

shall be affixed and attested by its secretary.

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

See. 10.23.320. DI S S O L U T I ON  O F  COO P E R A T I V E THA T [WHICH] HAS
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COM ME N C E D  BUSINESS. A cooperative that [WHICH] has commenced businesx 

may be dis s o l ve d  in the following manner.

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

members of the cooperative [AT AN AN N U A L  O K  SPECIAL MEETINC]. The 

notice shall state [SET FORTH] the proposition.

(2) The [AT TH E  MEETINC TH E MEMBERS SHALL APPROVE, BY THE] 

affirmative v ote of not less than two-th irds [A MAJORITY] of all 

members of the cooperative is required to approve [,] the pr op o s i t i o n  

to dissolve the cooperative.

(3) ’-Von approval, a certificate of el e c t i o n  to dissolve, 

h e reaftar designated the " c e r t i f i c a t e , " e x e cuted and acknowledged on 

behalf of the cooperative by its president or vic e  president under its 

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

er for filing together wi t h  an affidavit by the o f f i c er  e x ecuting 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 

v oted to dissolve the cooperative.

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

Sec. 10.25.400. L I M I T ATIONS ON DISPOSI T I O N  OK [ALL THE] P R O P­

ERTY. A cooperative may not o t h erwise sell, leasox o r  dispose of more 

th a n  IS p e rcent of the cooperative's to t a l assets, less d e p re c iation, 

as refle c t ed on  the books o f the cooperative st t h e time of the t r a n s­

action [ALL OR A S U B S T ANTIAL PORTION OF ITS PROPERTY] unless tho 

transaction is authorised by the affirmative vot e of not less than 

two-thirds (A MAJORITY] of all the members of the cooperative. H o w­

ever. notw i t h st a n d i n g  a p r o v i s i o n  of this chap te r  or any o ther p r o­

vision of law, the board of directors may, upo n  the a ut h o r i s a t io n  of a 
majority of those s^mbe r s  of the cooperative v o t i n g  o n  the issue in an
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e l e c ti o n  In which at least 10 percent of the eligi b l e  members return 

ballots [PRESENT A T  A MEET I N G  OF TH E  MEMBERS], sell, leaseA or o t h e r­

wise dispose of all or a substantial portion of its property to a n o t h­

er cooperative or to the stjite [OR TO T H E  H O L D E R  OF ITS PROPE R T Y  TO 

A NOTH E R  COOPERATIVE OR TO THE HOL D E R  OF A N  E V I D EN C E  OF INDEBTEDNESS 

ISSUED TO T H E  UNI T E D  STATES O F  AMER I C A  O R  AN AG E N C Y  OR I N S T R U M E NT A L I T Y  

OF IT].

* See. 20. AS 10.25.400 is amended by adding ne w  subsections to read:

(b) Before a vote on a u t h o r i za t i o n  for the d i s p o s i t i o n  o r  sale 

of more than 15 percent of the total assets of the cooperative, the 

board of directors shall

(1) have the property app r a i s ed  by three appraisers chosen 

by the board and not assoc i a te d  wi t h  the c o o p e rative or a p r o p o s e d  

buyer of cooperative property; the first p r o p o s ed  b u y e r  shall advance 

to the cooperative money sufficient to pay for the appraisals;

(2) notify all cooper a t i v e  members, at least 90 days in

advance, of a vote on di s p o s i t i o n  of c o o p e rative property; the notice 

must cont a in  detailed proposals for d i s p o s i t i o n  of the property;

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

cooperatives situated and o p e r a t i ng  in the state that the property is

available for di s p o s i t i on  and include w i t h  the notice one copy of e ach

appraisal of the property;

(4) at least 30 days before the vote, mai l  to all members

any a l ternate proposals made by another cooperative, or by c ooperative 

members if an alternate proposal signed by at least 50 members has 

b een submitted to the board, together w i t h  any r o c ommondation that the 

b oard has made; and

(5) place eac h  proposal for w h ic h  notice has bee n  g i v e n  on 

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

property u n d e r  AS 10.25.240 - 10.25.300.

* Sec. 21. This Act takes effect i mmediately under AS 01.10.070(c).
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R e s e a r c h  R e q u e s t  88.241

Y o u  a s k e d  us to i d e n t i f y the e f f e c t s  o f  H o u s e  Bill 3 9 4 - A n  A c t  r e l a t i n g  to 

e l e c t r i c  and t e l e p h o n e  c o o p e r a t i v e s  (attached). In a n s w e r i n g  this request, 

t h i s  m e m o r a n d u m  b r i e f l y  d i s c u s s e s  e a c h  sect i o n  o f  t h e  bill.

H o u s e  Bill 3 9 4  has two p r i m a r y  o b j e c t i v e s - - l )  it sets up  a p r o c e d u r e  f o r  a 

p r i v a t e  c o r p o r a t i o n  to a c q u i r e  or m e r g e  w i t h  a c o o p e r a t i v e  u t i li t y ,  and 2) 

it c l a r i f i e s  i n c o n s i s t e n c i e s  in t h e  E l e c t r i c  and T e l e p h o n e  C o o p e r a t i v e  Act 

and p r o v i d e s  the s t a t u t o r y  a u t h o r i t y  for t e ch n o l o g i c al  a d v a n c e s  and a c t i v i­

ti e s  c u r r e n t l y  u n d e r t a k e n  by c o o p e r a t i v e s .  In o t h e r  states, th e r e  has been 

an i n c r e a s i n g  o c c u r r e n c e  of a c q u i s i t i o n  o f  c o o p e r a t i v e  u t i l i t i e s  b y  l a r g e r  

p r i v a t e  c o r p o r a t i o n s ;  m u c h  o f  H B  394 is in r e s p o n s e  to th i s  p e r c e i v e d  

t h r e a t .  H o u s e  Bill 394 e s t a b l i s h e s  a s y s t e m a t i c  p r o c e d u r e  f o r  m e r g e r s  or 

a c q u i s i t i o n s  t h a t  a s s u r e s  t h a t  t h e  c o o p e r a t i v e  m e m b e r s h i p  ha s  an 

o p p o r t u n i t y  to v o t e  on t h e  d i s p o s i t i o n  o f  c o o p e r a t i v e  assets.

T h e  E l e c t r i c  » d T e l e p h o n e  C o o p e r a t i v e  A c t  w a s  e s t a b l i s h e d  in 1959 and has 

h a d  n u m e r o u s  « end m en t s .  H o u s e  bill 394 c l e a n s  up  i n c o n s i s t e n c i e s  In the 

t h e  A c t  r e s u l t i n g  fro m  Its l o n g  h i s t o r y  o f  c h a n g e s.  In addition, there are 

t e c h n o l o g i c a l  a d v a n c e s  and a d m i n i s t r a t i v e  c h a n g e s - - t h a t  t h e  c o o p e r a t i v e  

u t i l i t i e s  h a v e  i n s t i t u t e d  a n d  s t a t e  p o l i c y  a l l o w s - - f o r  w h i c h  the bill 

p r o v i d e s  m o r e  e x p l i c i t  s t a t u t o r y  auth or i t y .  The f o l l o w i n g  s e c t i o n s  of this 

m e m o r a n d u m  p r o v i d e  i nf o r m a t i o n  on e a c h  s e c t i o n  o f  the bill.
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S e c t i o n  1

S e c t i o n  1 r e m o v e s  r e f e r e n c e  to A S  1 0 . 2 5 . 2 4 5  in A S  1 0 . 0 5.376(c). S e c t i o n  25 

o f  t h e  bill r e p e a l s  A S  10.25.245.

S e c t i o n  2

S e c t i o n  2 a m e n d s  1 0 . 2 4 . 0 1 0  to a l l o w  c o o p e r a t i v e s  to make d o n a t i o n s  f o r  the 

p u b l i c  w e l f a r e  or for c ha r i t a b l e ,  s c i e n t i f i c ,  o r  e d u c a t i o n a l p u rposes. 

C o o p e r a t i v e s  c u r r e n t l y  m a k e  d o n a t i o n s  w h i c h  are  r e c o v e r a b l e  in the rates; 

o n e  e x a m p l e  is e l e c t r i c  c o o p e r a t i v e  d o n a t i o n s  to t h e  E l e c t r i c  P o w e r

R e s e a r c h  I n s t i t u t e .  T h i s  a m e n d m e n t  w o u l d  M o r e  c l e a r l y  e s t a b l i s h  the

s t a t u t o r y  a u t h o r i t y  for t h e se  types o f  d o n a t i o n s .  T h e  A l a s k a  P u b l i c

U t i l i t i e s  C o m m i s s i o n  (APUC) h a s  i n d i c a t e d  t h a t  t h e y  h a v e  s o m e  c o n c e r n s

r e g a r d i n g  t h e i n t e r p r e t a t i o n  o f  the l a n g u a g e  " p u b l i c  w e l f a r e "  (page 2, lin e  

18).

S e c t i o n  3

T hi s  s e c t i o n  d i s a l l o w s  th e  use of c o o p e r a t i v e  funds to p r o m o t e  or o p p o s e  a 

c a n d i d a t e  b e i n g  c o n s i d e r e d  as a d i r e c t o r  o f  a c o o p e r a t i v e .  Th i s  a m e n d m e n t  

is in r e s p o n s e  to the b e l i e f  that an e l e c t r i c  c o o p e r a t i v e  u s e d  f unds to 

p r o m o t e  t h e  c a n d i d a c y  of a d i r e c t o r  f r o m  t h e  c o o p e r a t i v e ' s  m a n a g e m e n t .

S e c t i o n  4

S e c t i o n  4 p r o v i d e s  the s t a t u t o r y  a u t h o r i t y  f o r  e l e c t r i c  c o o p e r a t i v e s  to 

o p e r a t e  a w a s t e  h e a t  d i s t r i b u t i o n  s y s t e m  ( p a g e  3, line 23). W i t h o u t  the 

a s s u r a n c e  o f  c o s t  r e c o v e r y  in rates, it is u n l i k e l y  that c o o p e r a t i v e s  w o u l d  

i n v e s t  in t h i s  r e l a t i v e l y  n e w  t e c h n o l o g y .  S e c t i o n  4 a l s o  all o w s  e l e c t r i c  

c o o p e r a t i v e s  to o p e r a t e  e x i s t i n g  h e a t i n g  d i s t r i b u t i o n  systems. Thi s  

a m e n d m e n t  w o u l d  a l l o w  t h e  G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n  (GVEA) to 

o p e r a t e  t h e  F a i r b a n k s  M u n i c i p a l  U t i l i t y  S y s t e m  (FHUS) h e a t  d i s t r i b u t i o n  

s y s t e m  i f  G V E A  w e r e  to p u r c h a s e  or m e r g e  w i t h  FMUS.

S e c t i o n  5

S e c t i o n  5 p e r t a i n s  to t h e  byl a ws  o f  c o o p e r a t i v e s  and p r o v i d e s  that 

c o o p e r a t i v e  m e m b e r s  can adopt, amend, o r  repeal the b y l a w s  b y  an a f f i r m a­

tive v o t e  o f  a m a j o r i t y  o f  the m e m b e r s  o n  a " q u e s t io n . "  The b r o a d e n i n g  o f  

the l a n g u a g e  to q u e s t i o n  a l l o w s  for  v o t i n g  to o c c u r  b y  mall, i n c l u d i n g  

v o t e s  on t h e  p o t e n t i a l  sal e  o f  a c o o p e r a t i v e .
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S e c t i o n  6

S e c t i o n  6 a d d r e s s e s  I n t e r n a l  Revenue Serv i c e  (IRS) r e q u i r e m e n t s  that 85 

p e r c e n t  o f  c o o p e r a t i v e  s a l e s  m ust be to Its m e m b e r s h i p  fo r  t h e  co o p e r a t i v e  

to have tax e x e m p t  st -. The bill allows c o o p e r a t i v e  b y U w s  to require 

m e m b e r s h i p  as a c o n d i u - . t  f o r  obtaining service. T h i s  c h a n g e  assu re s  that 

t h e  IRS r e q u i r e m e n t  c a n  be met (page 4, l in e  2 5 - 2 6 ) .  S e c t i o n  6 also 

p r o v i d e s  for the t e r m i n a t i o n  or suspension o f  m e m b e r s h i p  i f  te r mi n a t i o n  

p r o c e d u r e s  a r e  c o n t a i n e d  in the c o o p e r a t i v e ' s  b y l a w s .  T e r m i n a t i o n  of 

m e m b e r s h i p  d o e s  not, h o w e v e r ,  imply t e r m i n a t i o n  o f  s e r v i ce .  In o r de r  to 

t e r m i n a t e  service, f a i r l y  s t r i n g e n t  procedures u n d e r  the A P U C  s t a t u t e s  mus t  

b e  fo l l o w e d  (AS 4 2 . 0 5 . 2 6 1 ) .

S e c t i o n  7

T h i s  secti o n  p r o v i d e s  f o r  a 9 0 - 1 2 0  day notice p e r i o d  f o r  s p e c i a l  meetings 

o f  c o o p e r a t i v e  b o a r d s .  T h e  inference to special m e e t i n g s  pertains to

S e c t i o n  23 o f  t h e  b i l l ,  w h i c h  covers the p r o c e d u r e s  f o r  the sale of 

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

S e c t i o n  8

S e c t i o n  8 a u t h o r i z e s  v o t i n g  by mail on any is s u e  c o m i n g  be f o r e  the 

c o o p e r a t i v e  m e m b e r s h i p .  W h i l e  voting by mail is c u r r e n t l y  allowed, this 

c h a n g e  to the s t a t u t e  m a k e s  the voting process le s s  s u s c e p t i b l e  to legal 

c h a l l e n g e .  It a l s o  r e m o v e s  the p r ovision for v o t i n g  b y  p r o x y ;  p r o x y  voting 

is u n n e c e s s a r y  u n d e r  t h e  m ail voting procedure.

S e c t i o n  9

T o  d e t e r m i n e  the e l i g i b i l i t y  of m s m b e rs  to vote, S e c t i o n  9 e s t a b l i s h e s  a 

r e c o r d  d a t e  of 9 0  d a y s  b e f o r e  a v ote is s u b m i t t e d  to t h e  c oo p e r a t i v e  

m e m b e r s h i p .  T h i s  s e c t i o n  was added to r e d u c e  t h e  a b i l i t y  o f  special 

i n t erest g r o u p s  to ad d  m e m b e r s  before an e l e ction t o  i n f l u e n c e  its outcome.

S e c t i o n  10

S e c t i o n  10 r e q u i r e s  t h a t  c o o p e r a t i v e  bylaws c o n t a i n  p r o v i s i o n s  for the 

recall o f  m e m b e r s  o f  t h e  b o a r d  o f  directors. In a d d i t i o n ,  this section 

e s t a b l i s h e s  t hat c o o p e r a t i v e  b oard members be p a i d  p e r  d i e m  f o r  e a c h  day of 

m e e t i n g s  r a t h e r  t h a n  f o r  e a c h  meeting. The c u r r e n t  s t a t u t e  a l l o w s  c o o p e r a­

t i v e  b oar d  m e m b e r s  to r e c e i v e  m u l t i pl e  per d i e m  f o r  a t t e n d i n g  m o r e  than one 

m e e t i n g  on a g i v e n  day.
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Section 11

S e c t i o n  11 e x t e n d s  the p r o v i s i o n s  of the r e c e n t l y  p a s s e d  t o r t  r e f o r m  

p a c k a g e - - p r o v 1 d i n g  n o n p r o f i t  b o a r d  m e m b e r s  p r o t e c t i o n  f r o m  l i a b i l i t y  l a w  

s u 1 t s - - t o  c o o p e r a t i v e  b o a r d  m e m b e r s .  T h e  n e w  section o f  the A c t  r e l i e v e s  

l i a b i l i t y  for c o n d u c t  w i t h i n  the s c o p e  o f  b o a r d  members' d u t i e s  w h e r e  no 

n e g l i g e n c e  Is Involved. Thi s  a s p e c t  o f  th e  tort reform p a c k a g e  h a s  m a d e  

r e c r u i t m e n t  )f b o a r d  m e m b e r s  m o r e  s u c c e s s f u l  for n o n profit c o r p o r a t i o n s  

c o v e r e d  by this p rovision.

Section 12

S e c t i o n  12 c l a r i f i e s  t h a t  all d i r e c t o r s  are elected. It a l s o  r e m o v e s  

u n n e c e s s a r y  l a n g u a g e  and a l l o w s  f o r  the e l e c t i o n  of board o f  d i r e c t o r  by 

m a i l .

Section 13

T h i s  s e c t i o n  c l a r i f i e s  t h a t  a m e e t i n g  is h e l d  each year for the  e l e c t i o n  o f  

m e m b e r s  o f  the b oard of d ir e c t o r s .

S e c t i o n  14

S e c t i o n  14 e s t a b l i s h e s  t h a t  m e e t i n g s  o f  c o o p e r a t i v e  boards of  d i r e c t o r s  c a n  

be h e l d  by t e l e c o n f e r e n c e  if a q u o r u m  e x i s t s  and notice has b e e n  g i v e n .

S e c t i o n  15

S e c t i o n  15 e x p a n d s  the c o n d i t i o n s  for e x e c u t i v e  sessions o f  the  b o a r d s  o f  

d i r e c t o r s .  T h e  n e w  c o n d i t i o n s  I n c l u d e  a m e m b e r ' s  financial r e c o r d ;  s t a t u s  

o f  c u r r e n t  l a b o r  n e g o t i a t i o n s  and p e r s o n n e l  natters; m a t t e r s  s p e c i f i c a l l y  

e x e m p t e d  f r o m  d i s c l o s u r e  by law; s e a l e d  bids, trade s e c re t s ,  o r  o t h e r  

c o n f i d e n t i a l  commercial i n f o r m a t i o n ;  a n d  d i s c u s s i o n  o f  l i t i g a t i o n  by or 

a g a i n s t  a c o o p e r at i v e .  T h e s e  g r o u n d s  f o r  e x e c u t i v e  sessions a r e  s i m i l a r  to 

t h o s e  c o v e r e d  by th e  A l a s k a  o p e n  m e e t i n g s  l a w  (AS 4 4 . 6 2 . 3 1 0 - 3 1 2) .

Section 16

S e c t i o n  16 p r o v i d e s  for m o r e  c ourt d i s c r e t i o n  for c o o p e ra t i v e  m e e t i n g s  t h a t  

a r e  d e e m e d  to have not b e e n  hel d  o p e n l y  o r  w i t h  proper noti ce .  R a t h e r  t h a n  

a c t i o n  taken in the i m p r o p e r  m e e t i n g  b e i n g  a u t o m a t i c al l y  v o i d e d ,  t h e  c o u r t  

c a n  g r a n t  e q u i t a b l e  r e l i e f  a f t e r  c o n s i d e r i n g  the c i r c u m s t a n c e s  o f  the 

c a s e .  This p r o v i s i o n  c a n  p o t e n t i a l l y  s a v e  c o o p e ratives c o n s i d e r a b l e  f u n d s  

b e c a u s e  leng t h y  o r  c o s t l y  m e e t i n g s  w o u l d  n o t  h ave to be r e p e a t e d  In t h e i r  

e n t i r e t y .
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S e c t i o n  17

T h i s  s e c t i o n  p e r t a i n s  t o  a m e m b e r ' s  r i g h t  to e x a m i n e  c o o p e r a t i v e  K ooks and 

r e c o r d s  a n d  p r o v i d e s  t h a t  t h e  c o o p e r a t i v e  c a n  w i t h h o l d  I n f o r m a t i o n  

c o n c e r n i n g  s p e c i f i c  m a t t e r s  tha t  w e r e  p r e p a r e d  d u r i n g  o r  f o r  an e x e c u ti v e  

s e s s i o n  an d  not s u b s e q u e n t l y  m a d e  pu b l i c  by the c o o p e r a t i v e .  In addition, 

a c o o p e r a t i v e  m a y  w i t h h o l d  the I d e n t i t y  o f  p u b l i c  i n f o r m a t i o n  that was 

r e f e r r e d  to d u r i n g  an e x e c u t i v e  session. T h e  l a n g u a g e  o f  this s e c t i o n  is 

r a t h e r  b r o a d  and p o t e n t i a l l y  al l o w s  an u m b r e l l a  f o r  w i t h h o l d i n g  i n f o r m a t i o n  

f r o m  c o o p e r a t i v e  m e m b e r s .

S e c t i o n  18

T h i s  s e c t i o n  a l l o w s  fo r  mall v o t i n g  on c o o p e r a t i v e  m e r g e r s  r a t h e r  than 

r e q u i r i n g  v o t i n g  to o c c u r  at meetings.

S e c t i o n  19

T h i s  s e c t i o n  s p e c i f i e s  that t e l e p h o n e  or  e l e c t r i c  c o o p e r a t i v e s  c m n o t  m e r g e  

u n l e s s  the s u r v i v i n g  c o o p e r a t i v e  c o m p l i e s  w i t h  all e x i s t i n g  l ab o r  a g r e e­

me n t s  o f  the m e r g i n g  c o o p e r a t i v e s .  T h i s  m e a n s  t h a t  the r e s u l t a n t  c o o p e r a­

tiv e  c a n n o t  c o l l e c t i v e l y  b a r g a i n  for one l a b o r  c o n t r a c t  b u t  instead must 

h o n o r  the c o n d i t i o n s  o f  b o t h  the m e r g i n g  a n d  s u r v i v i n g  c o o p e r a t i v e s '  l a b o r  

a g r e e m e n t s .  T his c o u l d  be a c o s t l y  p r o v i s i o n  for c o o p e r a t i v e s .

S e c t i o n  20

S e c t i o n  2 0  c l e a r l y  e s t a b l i s h e s  that a m e m b e r s h i p  v o t e  on c o o p e r a t i v e  

c o n s o l i d a t i o n  c a n  be d o n e  b y  mail.

S e c t i o n  21

S e c t i o n  21 p e r t a i n s  to t h e  d i s s o l u t i o n  o f  c o o p e r a t i v e s .  It c l a r i f i e s  

l a n g u a g e  a n d  r e q u i r e s  c o o p e r a t i v e s  w i t h  f e w e r  t h a n  1 0 ,0 0 0  s u b s c r i b e r s - -  

w h l c h  1s g e n e r a l l y  e q u i v a l e n t  to m e t e r s  s e r v e d  r a t h e r  than Individual 

p e r s o n s - - t c  h a v e  a t w o - t h i r d s  a f f i r m a t i v e  v o t e  o f  t h e  m e m b e r s  f o r  a 

d i s s o l u t i o n .  C o o p e r a t i v e s  w i t h  o v e r  1 0 , 0 0 0  s u b s c r i b e r s  r e q u i r e  an 

a f f i r m a t i v e  v o t e  o f  t h e  m a j o r i t y  of th e  m e m b e r s h i p .  The s u b s c r i b e r  c u t o f f  

c o v e r s  al l e l e c t r i c  c o o p e r a t i v e s  1n A l a s k a  e x c e p t  t h e  fou r  R a i l b e l t  

e l e c t r i c  c o o p e r a t i v e s .  T h i s  sect i o n  a l s o  a l l o w s  f o r  a d i s s o l u t i o n  v o t e  to 

b e  c o n d u c t e d  by mail.
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S e c t i o n  22

F o r  the  p u r p o s e s  of  the d i s p o s i t i o n  o f  c o o p e r a t i v e  p r o pe r t y ,  t h i s  s e c t i o n  

c l a r i f i e s  "all or a s u b s t a n t i a l p o r t i o n  o f  Its property" to b e  m o r e  than 15 

p e r c e n t .  T h e  15 p e r c e nt  f i g u r e  1s b a s e d  on an iaska Rural E l e c t r i c  

C o o p e r a t i v e  A s s o c i a t i o n  (ARECA) r e v i e w  of recent l e g i s l a t i o n  In o t h e r  

s t a t e s .  O t h e r  states' l e g i s l a t i o n  c i t e  8 - 2 5  percent; 15 p e r c e n t  w a s  u s e d  

as an a ve r a g e .  V o t i n g  r e q u i r e m e n t s  f o r  d i s p o s i t i o n  of a s u b s t a n t i a l  p o r ­

t i o n  o f  as s e t s  are the same as t h o s e  s e t  forth In S e c t i o n  21 fo r c o o p e r a­

t i v e  d i s s o l u t i o n .  In a d d i t i o n ,  t h i s  s e c t i o n  allows the s a l e  o f  c o o p e r a t i v e  

p r o p e r t y  to the state o r  a n o t h e r  c o o p e r a t i v e  to be a p p r o v e d  b y  a v ote 1n 

w h i c h  a t  l east ten p e r c e n t  o f  e l i g i b l e  m e m b e r s  return b a l l o t s .  T h i s  s ale 

r e q u i r e m e n t  1s not as s t r i n g e n t  as t h a t  r e q u i r e d for t h e  s a l e  o f  c o o p e r a­

t i v e  a s s e t s  to a p r i v a t e  c o r p o r a t i o n  b e c a u s e  the former is n o t  p e r c e i v e d  as 

a p o t e n t i a l l y  h o s t i l e  t a k e - o v e r .  T h i s  section also r e q u i r e s  t h e  l a b o r  

p r o v i s i o n  set forth in S e c t i o n  19 d i s c u s s e d  a bove be a c o n d i t i o n  for the 

s a l e  o f  c o o p e r a t i v e  property.

S e c t i o n  23

S e c t i o n  23 e s t a b l i s h e s  a p r o c e d u r e  for the d i s p o s i t i o n  o r  sale of 

c o o p e r a t i v e s .  Gener a l l y , it r e q u i r e s  t h a t  be f o re  m o r e  t h a n  15 p e r c e n t  o f  a 

c o o p e r a t i v e ' s  assets c a n  be sold, t h e  b o a r d  o f  d i r e c t o r s  m u s t - - l )  hav e  the 

p r o p e r t y  a p praised, 2) p r o v i d e  a t  l e a s t  9 0  day s  n o t i c e  t o  m e m b e r s ,  3)

n o t i f y  o t h e r  c o o p e r a t i v e s  o f  p r o p o s a l s  fo r the d i s p o s i t i o n  o f  p r o p e r t y  at 

l e a s t  9 0  d a y s  befo r e  the m e m b e r s h i p  v o t e ,  4) at least 3 0  d a y s  b e f o r e  the 

v o t e ,  n o t i f y  m e m b e r s  o f  a n y  a l t e r n a t i v e  proposals, a n d  5) p l a c e  e a c h  

p r o p o s a l  for w h i c h  n o t i c e  h a s  b e e n  g i v e n  on a ballot. S e c t i o n  23 a l s o

p r o v i d e s  that t hese r e q u i r e m e n t s  a p p l y  o n l y  to the s e l l i n g  o f  a c o o p e r a t i v e

o r  Its * its and n o t  to the m e r g e r  or c o n s o l i d a t i o n  o f  c o o p e r a t i v e s

or er A S  1 0 . 2 5 . 2 4 0 - 3 0 0.  A R E C A  is p r o p o s i n g  that "real an d  p e r sonal

y  . (page 13, lin e  11) be a m e n d e d  to say " t a n g i b l e  a n d  i n t a n g i b l e

pro^-*rty’ to a s s u r e  that e x i s t i n g  a s s e t s  such as c o n t r a c t s  be c o v e r e d .

S e c t i o n  24

T h i s  s e c t i o n  c l a r i f i e s  that the  c o n d i t i o n s  e s t a b l i s h e d  b y  S e c t i o n  2 3  do not 

a p p l y  t o  s a le s  o f  c o o p e r a t i v e  p r o p e r t y  that w e r e  a p p r o v e d  b y  t h e  m e m b e r s  

b e f o r e  the e f f e c t i v e  d a t e  o f  this A c t .
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S e c t i o n  2 5

S e c t i o n  2 5  r e p e a l s  A S  1 0.25.245, w h i c h  w a s  p a s s e d  In 1980 f o r  the p o t e n t i a l  

m e r g e r  o f  A l a s k a  E l e c t r i c  L i g h t  4 P o w e r  C o m p a n y  a n d  t h e  G l a c i e r  H i g h w a y  

E l e c t r i c  A s s o c i a t i o n ,  Inc. Because thi s  s e c t i o n  wa s  n e v e r  u s e d  and s e c t i o n  

23 e s t a b l i s h e s  a s a l e  p r o c e d u r e  w i t h  m o r e  s t r i n g e n t  m e m b e r s h i p  v o t i n g  

r e q u i r e m e n t s ,  A S  1 0 . 2 5 . 2 4 5  1s being r e p e a l e d .  In a d d i t i o n ,  t h e  repeal o f  

A S  1 0 . 2 5 . 2 4 5  p r e v e n t s  t h e  p o s s i b i l i t y  o f  a p r i v a t e  u t i l i t y  m e r g i n g  

w i t h - - r a t h e r  t h a n  p u r c h a s 1 n g - - a  c o o p e r a t i v e  u n d e r  the les s  s t r i n g e n t  v o t i n g  

r e q u i r e m e n t s  o f  t h i s  secti o n .

S e c t i o n  26

Th i s  s e c t i o n  e s t a b l i s h e s  the A c t ' s  e f f e c t i v e  d a t e  to be i m m e d i a t e  u p o n  Its 

p a s s a g e .

* * *

I h o p e  t h i s  I n f o r m a t i o n  1s helpful. P l e a s e  call If y o u  h a v e  a d d i t i o n a l  

q u e s t i o n s .

A t t a c h m e n t




