


C H U G A C H  ELECTRIC
A S S O C I A T I O N ,  INC.

April 5, 1994

The Honorable Loren Leman 
Alaska State Senate 
State Capitol, Room 113 
Juneau, AK 99801-1182

Dear Senator Leman:

I am writing to request your support o f House Bill 497, an Act relating to electric and telephone 
cooperatives, which was referred to the Senate State Affairs Committee and Senate Labor and 
Commerce Committee.

The Bill was introduced by Representative Joe Green on behalf o f  Chugach Electric Association 
and in effect is a housekeeping measure. It gives electric and telephone cooperatives the option 
o f substituting the titles "Chairman" and "Vice-Chairman for the current statutorily required 
"President" and "Vice-President".

The titles "Chairman" and "Vice-Chairman" arc more familiar to financial institutions the 
cooperatives will deal with in the future. House Bill 497 will assist cooperatives when they 
obtain financing by alleviating the misunderstanding which exists within the financial community 
with the current use o f board officers titles.

I have attached the Chugach Position Paper for your information and should you have any 
questions about the legislation, we are available for your calls.

Sincerely,

Eugene 'N*. Bjornstad 
Acting General Manager

Enclosure: Chugach Position Paper
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CHUGACH ELECTRIC ASSOCIATION, INC.
Anchorage, Alaska

Chugach Position on HB 497

Chugach Electric Association, Inc. (Chugach) strongly supports passage o f  HB 497 that 
will allow electric and telephone cooperatives to use the titles o f  "chairman" and "vice- 
chairman" for their top board officers. Under the current statute, the titles o f  President 
and vice-president are required for these officers.

In the past, Chugach and other electric cooperatives around the nation relied solely on the 
Rural Electrification Administration (REA) to provide capital for the construction o f  
plant and other facilities. In recent years, the REA has decreased the amount o f  loan 
funds available to cooperatives, increased the interest rates for its loans, and forced the 
cooperatives to seek alternate financing.

In 1991, Chugach took advantage o f legislation which allowed repayment o f  its REA 
debt prior to maturity without penalty. Chugach refinanced its REA debt through a 
public bond offering and became the first electric cooperative in the nation to sell bonds 
in the public market to replace REA debt. During the bond sale preparation Chugach's 
organizational structure was reviewed and scrutinized by a number o f  financiers and 
bond-rating agencies. Those organizations were confused with the board officers titles o f  
President and vice-president which are different than what they experience in their 
dealings with private corporations.

As proposed, HB 497 offers electric and telephone cooperatives the option o f  changing 
board officers' titles if  they so desire, but does not require them to do so. At five pages, 
the bill appears lengthy to accomplish such a minor change. However, this length is 
necessary to modify each o f  the individual references to the titles in the existing statutes, 
the bills only purpose.

Chugach believes that passage o f  HB 497 will allow financiers and other financial 
institutions to better understand the corporate structure o f cooperatives and will allow  
Chugach and other cooperatives who must obtain financing from private sources to 
secure that financing at the lowest cost.
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CHUGACH ELECTRIC ASSOCIATION, INC 
A n c h o ra g e , A la s k a

Chugach Position on IIB 497

Chugach Electric Association, Inc. (Chugach) strongly supports passage o f  IID 497 that 
will allow electric and telephone coojjeratives to uso tho titles of "chninnnu" and "vice- 
chairman" for their top board officers. Under the current statute, the titles o f President 
and vice-president arc required for these officers.

hr the pnst, Chugach and other electric cooperatives tuound the nution relied solely on the 
Rural Electrification Administration (REA) to provide capital for the construction of 
plant and other facilities. In recent years, the REA lias decreased the amount o f loan 
funds available to cooperatives, increased the interest rates for its loans, and forced the 
cooperatives to seek alternate financing.

In 1991, Chugach took advantage of legislation which allowed repayment o f its REA 
debt prior to maturity without penalty. Chugach refinanced its REA debt through a 
public bond offering and became the first electric coopcialive in the nation to sell bonds 
iu the public market to replace REA debt. During the bond sale preparation Chugach's 
organizational structure was reviewed and scrutinized by a number ol' financiers and 
bond-rating agencies. Those otganizntions were confused with the board officers titles of 
President and vice-president which arc different than what they experience in their 
dealings with private corporations.

As proposed, IID 497 offers electric and telephone cooperatives the option o f changing 
hoard officers' titles if  they so desire, but docs not require them to do so. At five pngcs, 
the bill appears leoglliy to accomplish such, a minor change. However, this lcnglh is 
necessary to modify each o f the individual references to the titles in the existing statutes, 
the bills only pu ip oso .

Chugach believes that passage o f I IB 497 will allow financiers and other financial 
institutions to better understand the corporate structure of cooperatives and will allow 
Chugach mid other cooperatives who must obtain financing from private sources to 
secure that financing at the lowest cost.
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Sponsor S tatem ent

HB 4 9 7  "An act relating  to e lec tr ic  and te lep h on e coop eratives"

HB 4 9 7  s im p ly  a llo w s  utility  co o p era tiv es  to en title  their o ff ic e r s  
"president" or "chairm an".

Problem: A s restricted  by current statute, the p resid in g  o ff ic e r  o f  a 
u tility  board o f  d irectors m ust assu m e the title  "president". U su a lly  
the p res id en t a ssu m es  the r e sp o n s ib ility  o f  d a y -to -d a y  o p era tio n s  
w h ile  a ch airm an  or ch airw om an  p resid es  o ver  the board.

I have sp o n so red  this b ill at the request o f  the e lec tr ic a l co o p e r a tiv e  
that serv es  m y  d istr ic t. A t that u tility , the d a y -to -d a y  m anager is 
ca lled  the gen era l m anager. T he problem  is , banks and other  
in stitu tio n s  w ith  w hom  th is person  m ust deal pay little  a tten tion  or 
resp ect to so m eo n e  w ith  the title o f  gen era l m anager.

Solution: T h is b ill w ould  a llo w , but not require, u tilities  to ca ll the 
p resid in g  o f f ic e r  o f  their board a chairm an or ch a irw om an , w h ich  is 
the co m m on  title  for such a p osition  in today's b u sin ess w orld . T h is
w ou ld  a llo w  the d ay -to -d a y  m anager to be ca lled  a p resid en t. W hen
the p resid en t o f  the u tility  ca lls  for an appoin tm ent, it is m y b e lie f  
that he or sh e  w ill be better received  than a general m anager. T h is  
w o u ld  serv e  the u tility  w ell and the 6 5 ,0 0 0  co o p era tiv e  m em b ers  
w o u ld  b e n e fit .



FISCAL NOTE
STATE OF ALASKA
1994 LEGISLATIVE SESSION

3 /1 0 /9 7Revision Date:_________________________________
Title; " O f f i c e r s  of  u t i l i t y  c o o p e r a t i v e s

Sponsor _ 
Requestor:

R e p .  G r e e n  

Rep .  G r e e n

No. 1
Bill Version: cssshb A97(CRAI
(H) Publish Date: 3/16/94 _

Department Affected: Commerce and Economic Development 
BRU: B o a r d s  a n d  C o m m i s s i o n s _______________

Component: O c c u p a t i o n a l  l i c e n s i n g __________

COMPONENT SERIAL NO.

Expenditures/Revenues:
OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99 FYOO
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL EXPENDITURES 0 0 I 0 0 0 0

CHANGE IN REVENUES( )

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL 0 0 0 0 0 0
Estimate of current year (FY 94) coat: $ J) 
posmoNS

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a  separate page i necessary.)

Prmaredby: w<a,dy K u ld e r' 0 f f ic e  ° £ c° ™ ^ s i ° n e r Ph0TO; 3 /1 1 /9 4
Division: D e p a r t m e n t  of C o m m e r c e a n d  E c o n o m i c  D e v ,  Date:u««3«gn. D e p a r tm e n t  o r  lem m ercc  and h c o n o m ic  D ev , uaie. _________________

Approved by Commissioner PaulFuhs ■' c7- ,■ // —___________>///<7/ \
Agency: Commerce and Economic Development Oate: i  ■
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For further distribution information call the Governor’s Legislative Office
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