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Official Business

P.O. BOX V 
State Capitol 

Juneau, Alaska 99811

TO: M e m b e r s ,  H o u s e  C o m m i t t e e  o n  L a b o r  a n d  C o m m e r c e  

F R O M :  R e p .  F \ n d y  P h i l l i p s  

D A T E :  J a n u a r y  25, 1 9 8 8

S U B J E C T :  H B  373 " A n  A c t  r e l a t i n g  t o  w age, s a l a r y ,  a n d  b e n e f i t  c l a i m s  
h a v i n g  p r i o r i t y  i n  c e r t a i n  b a n k  l i q u i d a t i o n s . "

P r o m p t e d  b y  t h e  r e c e n t  f a i l u r e  in A l a s k a  o f  F i r s t  I n t e r s t a t e  B a n k ,  I 
h a v e  i n t r o d u c e d  H B  373 t o  a d d r e s s  t h e  n e e d s  o f  e m p l o y e e s  o f  b a n k s  
w h i c h  a r e  f o r c e d  t o  l i q u i d a t e .  F i r s t  I n t e r s t a t e  B a n k  h a d  14 b r a n c h e s  
a n d  4 5 0  e m p l o y e e s .  T h e  n u m b e r  o f  p e o p l e  e f f e c t e d  h i g h l i g h t s  t h e  n e e d  
t o  p r o v i d e  a d d i t i o n a l  p r o t e c t i o n s  t o  e n s u r e  t h a t  b a n k  e m p l o y e e s  
r e c e i v e  a d e q u a t e  c o n s i d e r a t i o n  i n  c o l l e c t i n g  c l a i m s  d u e  t o  t h e m  i n  t h e  
e v e n t  t h e  b a n k  t h e y  a r e  e m p l o y e d  b y  fails.

H B  373 p r o p o s e s  s o m e  f a i r l y  s i m p l e  c h a n g e s  i n  t h e  A l a s k a  B a n k i n g  a n d  
F i n a n c i a l  I n s t i t u t i o n s  s t a t u t e  p e r t a i n i n g  t o  c l a i m s  w h i c h  h a v e  a 
p r i o r i t y  i n  l i q u i d a t i o n  p r o c e e d i n g s .

H B  373 a d d s  b e n e f i t s  w h i c h  h a v e  acc r u e d ,  w h i c h  a r e  n o t  c u r r e n t l y  i n  
t h e  s t a t u t e s .  H B  373 a l s o  i n c r e a s e s  t h e  a m o u n t  w h i c h  t h e  e m p l o y e e  h a s  
a  p r i o r i t y  i n  c o l l e c t i n g  f r o m  $ 3 , 0 0 0  t o  a n e w  l e v e l  of $ 1 2 , 0 0 0 .  T h e  
a m o u n t  h a s  b e e n  a t  $ 3 , 0 0 0  f o r  a n u m b e r  of  y e a r s ,  a n d  n o d s  a b e l a t e d  
a d j u s t i n g  f o r  i n f l a t i o n .  L a s t l y ,  t h e  b i l l  i n c r e a s e s  tht. t i m e  f r a m e  i n  
w h i c h  w a g e s  a n d  b e n e f i t s  c a n  b e  c o l l e c t e d  f r o m  a 3 m o n t h  t o  a  12 m o n t h  
p e r i o d .

I f e e l  t h a t  t h e s e  c h a n g e s  a r e  n e c e s s a r y  in  o r d e r  t o  u p d a t e  t h e  s t a t u t e  
t o  m o r e  a c c u r a t e l y  r e f l e c t  t o d a y ' s  e c o n o m i c  r e a l i t i e s  a n a  t o  p r o v i d e  
a d d i t i o n a l  e m p l o y e e  p r o t e c t i o n  w h e n  b a n k  f a i l u r e s  o c c u r .
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F U R T H E R  R E F E R R A L S : Finance

T h e L a b o r  & C o m m e r c e

D A T E

C o m m i t t e e  h a s  c o n s i d e r e d

: M U

H B  373

"An A c t  r e l a t i n g  t o  wage, s a l a r y ,  a n d  b e n e f i t  c l a i m s  h a v i n g  p r i o r i t y  in 
c e r t a i n  b a n k  l i q u i d a t i o n s . "
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HB 384

FISCAL NOTE

Revision Date:_____________________________
Title: "An Act relating to_______

Unemployment Insurance..." 
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R R n - Employment Security
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Requestor: House Labor and Commerce 
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ANALYSIS OF FISCAL NOTE FOR

"Ad Act relating to Unemployment Insurance”

Section 9 of this bill provides for a penalty to be ^ s e s s e d  claimants who 
are disqualified for the fraudulent receipt «.£ unemployment insurance 
benefits. The penalty will be 50% of the benefits that were obtained 
fraudulently, and the penalties will be deposited in the general fund as 
unrestricted revenues. Calculations to arrived at estimated anticipated 

revenues are as follows:

Total detected fraudulent payments made per year 

50% penalty on detected fraudulent payments 

A 75% collection rate on the established penalties

Rounded off to

Assumptions:

1. An effective date of July 1, 1988.

2. Detected fraudulent payments will remain at about $260,000/year

thru 1992.

3. A 75% collection rate will be maintained. The other 25% are
uncollectible because of people leaving the state, or otherwise not
being able to pay back the funds.

$260,000 

$130,000 

$ 97,500 

$ 97,000/year

Page 2 of 2



S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J o  I f  E A D

J a n u a r y  20, 19 8 8

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  C o n ­
s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to  u n e m p l o y m e n t  
i n s u r a n c e .  T h e  b i l l  m a k e s  m i s c e l l a n e o u s  a m e n d m e n t s ,  i n c l u d­
in g  s o m e  t h a t  a r e  m e r e l y  h o u s e k e e p i n g  a m e n d m e n t s ,  to  c u r r e n t  
law. A  s e c t i o n - b y - s e c t i o n  a n a l y s i s  o f  t h e  b i l l  f o l l o w s .

S E C T I O N - B Y - S E C T I O N  A N A L Y S I S

S e c t i o n  1 :

T h e  p r o p o s e d  a m e n d m e n t  o f  A S  1 6 . 1 0 . 2 9 0 ( a )  e n h a n c e s  t h e  d e ­
p a r t m e n t ' s  a b i l i t y  to  c o l l e c t  d e l i n q u e n t  u n e m p l o y m e n t  i n s u r­
an c e  c o n t r i b u t i o n s  f r o m  fi s h  p r o c e s s o r s  a n d  f i s h  b u y e r s .  
T h e  d e p a r t m e n t ' s  f i g u r e s  i n d i c a t e  t hat, as o f  J a n u a r y  1, 
1987, 25 p e r c e n t  o f  a l l  f i s h  p r o c e s s o r s  a n d  b u y e r s  w e r e  d e­
l i n q u e n t  i n  t h e i r  c o n t r i b u t i o n s .  T h o s e  d e l i n q u e n c i e s  r e­
s u l t e d  in a lo s s  fto t h e  u n e m p l o y m e n t  t r u s t  f u n d  o f  a b o u t  
$ 7 2 0 , 0 0 0  as o f  t h a t  d a t e .  U n d e r  t h e  p r o p o s e d  a m e n d m e n t ,  t h e  
d e p a r t m e n t  m a y  a s s e r t  c l a i m s  f o r  c o n t r i b u t i o n s  a g a i n s t  t h e  
f i s h  p r o c e s s o r s '  a n d  b u y e r s '  s u r e t y  b o n i s ,  s u c h  c l a i m s  h a v­
ing  n e x t  p r i o r i t y  a f t e r  c l a i m s  for w a g e s  a n d  for p a y m e n t  for 
r a w  fish.

S e c t i o n  2 :

T h e  a m e n d m e n t  o f  A S  2 3 . 2 0 . 1 9 5 ( a )  in t h i s  s e c t i o n  is a h o u s e­
k e e p i n g  m e a s u r e  p r o v i d i n g  for t h e  10 p e r c e n t  p e n a l t y  o n  d e­
l i n q u e n t  e m p l o y e r  r e p o r t s  a n d  t a x e s  t o  b e  d i s c r e t i o n a r y  i n­
s t e a d  o f  m a n d a t o r y .  I t  a l s o  i n c r e a s e s  t h e  m i n i m u m  p e n a l t y  
t o  $10 f r o m  $1. T h i s  p r o v i s i o n  is n o t  p r e s e n t l y  e n f o r c e d  in 
c a s e s  for w h i c h  it  is n o t  c o s t  e f f e c t i v e  to d o  so. A  d i s­
c r e t i o n a r y  p e n a l t y  w o u l d  c o n f o r m  t h e  s t a t u t e  t o  c u r r e n t  
p r a c t i c e ,  a n d  r e m o v e  t h e  r e q u i r e m e n t  o n  t h e  d e p a r t m e n t  t o  
a s s e s s  a n d  c o l l e c t  p e n a l t i e s  r e g a r d l e s s  o f  w h e t h e r  t h e  s t a t e  
a c t u a l l y  l o s e s  m o n e y  in d o i n g  so.



T h e  H o n o r a b l e  B e n  G r u s s e n d o r f P a g e  2

S e c t i o n s  3 a n d  4 ;

T h e  a m e n d m e n t s  t o  A S  2 3 . 2 0 . 2 0 5  (c) a n d  A S  2 3 . 2 0 . 2 2 0  (a) in 
t h e s e  s e c t i o n s  c l a r i f y  t h e  p r o c e d u r e s  f o r  t h e  a p p e a l  b y  an  
e m p l o y e r  o f  t h e  d e p a r t m e n t ' s  a s s e s s m e n t  a g a i n s t  t h e  e m p l o y e r  
for u n e m p l o y m e n t  c o n t r i b u t i o n s . T h e  d e p a r t m e n t  m a y  e x t e n d  
t h e  3 0 - d a y  a p p e a l  f i l i n g  d e a d l i n e  f o r  c i r c u m s t a n c e s  b e y o n d  
the c o n t r o l  o f  a n  e m p l o y e r .  A l s o ,  t h e  a m e n d m e n t s  c l a r i f y  
t h a t  if  t h e  e m p l o y e r  f i l e s  s e c u r i t y  v/ith t h e  a p p e a l ,  the 
c o l l e c t i o n  o f  the a s s e s s m e n t  w i l l  b e  s t a y e d  p e n d i n g  d e t e r -  

. m i n a t i o n  o f  t h e  a p p e a l .

In  a d d i t i o n ,  e x t r a n e o u s  l a n g u a g e  i n  A S  2 3 . 2 0 . 2 2 0  is b e i n g  
d e l e t e d .

S e c t i o n s  5, 6, a n d  7 ;

U n d e r  c u r r e n t  law, n o n p r o f i t  o r g a n i z a t i o n s  a n d  g o v e r n m e n t a l  
e n t i t i e s  m a y  e l e c t  t o  r e i m b u r s e  t h e  A l a s k a  D e p a r t m e n t  o f  
L a b o r  a f t e r  i t  h a s  p a i d  e i t h e r  r e g u l a r  o r  e x t e n d e d  u n e m p l o y­
m e n t  i n s u r a n c e  b e n e f i t s  t o  a n  u n e m p l o y e d  w o r k e r ,  i n s t e a d  of  
p a y i n g  c o n t r i b u t i o n s  a h e a d  o f  t i m e  u n d e r  A S  2 3 . 2 0 . 1 6 5 .  U n­
d e r  A S  2 3 . 2 0 . 4 0 6 ,  e x t e n d e d  b e n e f i t s  a r e  p a y a b l e  to an  u n e m­
p l o y e d  w o r k e r  o n l y  a f t e r  t h a t  p e r s o n  (1) h a s  e x h a u s t e d  h i s  
o r  h e r  r e g u l a r  b e n e f i t s  a n d  (2) is o t h e r w i s e  q u a l i f i e d  u n d e r  
A S  2 3 . 2 0 .  I n  a d d i t i o n ,  e x t e n d e d  b e n e f i t s  are o n l y  a v a i l a b l e  
d u r i n g  c e r t a i n  h i g h  u n e m p l o y m e n t  p e r i o d s .  S e e  A S  2 3 . 2 0 . 4 0 8 .  
I f  a n o n p r o f i t  o r g a n i z a t i o n  d o e s  n o t  p a y  c o n t r i b u t i o n s  in 
a d v a n c e  u n d e r  A S  2 3 . 2 0 . 1 6 5 ,  t h e n ,  c u r r e n t l y ,  it m u s t  r e i m­
b u r s e  100 p e r c e n t  o f  t h e  r e g u l a r  b e n e f i t s  a n d  50 p e r c e n t  o f  
t h e  e x t e n d e d  b e n e f i t s  p a i d  b y  t h e  A l a s k a  D e p a r t m e n t  o f  L a­
bor. T h e  f e d e r a l  g o v e r n m e n t  r e i m b u r s e s  t h e  o t h e r  50 p e r c e n t  
o f  t h e  e x t e n d e d  b e n e f i t s  p a i d  b y  t h e  A l a s k a  D e p a r t m e n t  o f  
L a b o r .

U n d e r  t h e  G r a m m - R u d m a n - H o l l i n g s  A c t  (the f e d e r a l  B a l a n c e d  
B u d g e t  a n d  E m e r g e n c y  D e f i c i t  C o n t r o l  A c t  o f  19 8 5 ) ,  t h e  f e d­
er a l  s h a r e  ( c u r r e n t l y  50 p e r c e n t )  of  e x t e n d e d  b e n e f i t s  p a y­
m e n t s  m i g h t  d e c r e a s e  b e c a u s e  it is s u b j e c t  t o  s e q u e s t a t i o n .  
I f  t h a t  h a p p e n s ,  u n d e r  e x i s t i n g  A S  2 3 . 2 0 . 2 7 7 ( b )  t h e  s t a t e  
w o u l d  h a v e  t o  a b s o r b  t h e  l o s s  o f  f e d e r a l  m o n e y  b e c a u s e  t h e  
n o n p r o f i t  o r g a n i z a t i o n  s h a r e  is f i x e d  a t  50 p e r c e n t .  To  
o f f s e t  t h a t  loss, n o n p r o f i t  o r g a n i z a t i o n s  t h a t  c h o o s e  to 
r e i m b u r s e  t h e  d e p a r t m e n t  f o r  b e n e f i t s  p a i d  t o  t h e i r  f o r m e r  
e m p l o y e e s  w i l l ,  u n d e r  t h e  a m e n d m e n t s  t o  A S  2 3 . 2 0 . 2 7 7 ( b ) ,  
( e ) , a n d  (1) (secs. 5, 6, a n d  7 o f  the b i l l ) ,  b e  r e q u i r e d  to 
r e i m b u r s e  t h e  d i f f e r e n c e  b e t w e e n  t h e  100 p e r c e n t  o f  t h e  e x­
t e n d e d  b e n e f i t s  a l r e a d y  p a i d  b y  t h e  d e p a r t m e n t  a n d  the 
a m o u n t  s u b s e q u e n t l y  r e i m b u r s e d  b y  t h e  f e d e r a l  g o v e r n m e n t .  
T h e  a m o u n t  c h a r g e d  g o v e r n m e n t  e n t i t i e s  w i l l  n o t  c h a n g e
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b e c a u s e  t h e y  a l r e a d y  r e i m b u r s e  100 p e r c e n t  o f  t h e  e x t e n d e d  
b e n e f i t s  p a i d  b y  t h e  d e p a r t m e n t .

S e c t i o n  8 :

T h i s  a m e n d m e n t  o f  A S  2 3 . 2 0 . 2 9 0 ( d )  p r o v i d e s  for r o u n d i n g  t h e  
e m p l o y e e  c o n t r i b u t i o n  t o  t h e  n e a r e s t  o n e - h u n d r e d t h  o f  o n e  
p e r c e n t .  C u r r e n t  l a w  r e q u i r e s  r o u n d i n g  t o  t h e  n e a r e s t  
o n e - t e n t h  o f  o n e  p e r c e n t .  U n d e r  c u r r e n t  A S  2 3 . 2 0 . 2 9 0 ( c ) ,  
h o w e v e r ,  t h e  e m p l o y e r  c o n t r i b u t i o n  is to  b e  r o u n d e d  t o  t h e  
n e a r e s t  o n e - h u n d r e d t h ,  so e m p l o y e r s  c u r r e n t l y  p a y  o r  c o l l e c t  
o n e  t a x  r o u n d e d  to o n e - h u n d r e d t h  a n d  a n o t h e r  r o u n d e d  to 
o n e - t e n t h  o n  t h e  s a m e  w a g e s .  T h e  a m e n d m e n t  p r o v i d e s  m o r e  
c o n s i s t e n c y  f o r  e m p l o y e r s .

S e c t i o n  9 t

U n d e r  p r o p o s e d  A S  2 3 . 2 0 . 3 9 0 ( f ) ,  i n d i v i d u a l s  w h o  f r a u d u l e n t l y  
o b t a i n  b e n e f i t s  i n c u r  a n  a d d i t i o n a l  m o n e t a r y  p e n a l t y  o f
50 p e r c e n t  o f  t h e  a m o u n t  i m p r o p e r l y  r e c e i v e d ,  u n l e s s  t h e
d e p a r t m e n t  w a i v e s  t h e  p e n a l t y ,  w i t h  a n y  p e n a l t i e s  c o l l e c t e d  
to  g o  t o  t h e  g e n e r a l  fund. C u r r e n t l y ,  u n d e r  A S  2 3 . 2 0 . 3 8 7 ,  a 
p e r s o n  w h o  f r a u d u l e n t l y  r e c e i v e s  b e n e f i t s  is d i s q u a l i f i e d  
f r o m  r e c e i v i n g  b e n e f i t s  f o r  a s p e c i f i e d  p e r i o d  o f  t i m e ,  and, 
u n d e r  A S  2 3 . 2 0 . 3 9 0 ( a ) ,  m u s t  r e p a y  t h e  b e n e f i t s  f r a u d u l e n t l y  
r e c e i v e d  (a s i t u a t i o n  s i m i l a r  t o  ai. i n t e r e s t - f r e e  loan) . A s
a f u r t h e r  d i s i n c e n t i v e  f o r  f r a u d ,  t h e  50 p e r c e n t  p e n a l t y  is
p r o p o s e d .

S e c t i o n  1 0 :

T h i s  s e c t i o n  p r o p o s e s  n e w  A S  2 3 . 2 0 . 3 9 1 ,  2 3 . 2 0 . 3 9 3 ,  a n d
2 3 . 2 0 . 3 9 4 ,  w h i c h  e s t a b l i s h  p r o v i s i o n s  for l i e n s  a n d  a t t a c h­
m e n t  o f  p r o p e r t y  t o  f a c i l i t a t e  t h e  c o l l e c t i o n  o f  o v e r p a y­
m e n t s  t h a t  a r e  c a u s e d  b y  f r a u d u l e n t  r e c e i p t  o f  b e n e f i t s .  
T h e  t h r e e  p r o p o s e d  s t a t u t e s  a r e  b a s e d  o n  e x i s t i n g  
A S  2 3 . 2 0 . 2 0 0 ,  2 3 . 2 0 . 2 0 5 ,  a n d  2 3 . 2 0 . 2 1 5 ,  r e s p e c t i v e l y ,  r e­
g a r d i n g  l i e n s  o n  t h e  p r o p e r t y  o f  a n  e m p l o y e r  f o r  f a i l u r e  to 
m a k e  t h e  r e q u i r e d  c o n t r i b u t i o n s .  P r o p o s e d  A S  2 3 . 2 0 . 3 9 1 ( b ) ,  
w h i c h  t r a c k s  e x i s t i n g  A S  2 3 . 2 0 . 2 0 0 ( b ) ,  r e f e r s  to  t h e  l i e n  
b e i n g  " c o n s t r u c t i v e  n o t i c e  t o  c r e d i t o r s "  a n d  is i n t e n d e d  t o  
e s t a b l i s h  t h e  p r i o r i t y  o f  t h e  s t a t e  o v e r  u n s e c u r e d  a n d  u n r e­
c o r d e d  c r e d i t o r s ,  w h e t h e r  p r i o r  o r  s u b s e q u e n t ,  as w e l l  as 
s u b s e q u e n t  s e c u r e d  c r e d i t o r s .

S e c t i o n  1 1 :

U n d e r  c u r r e n t  law, an  i n d i v i d u a l ' s  e l i g i b i l i t y  f o r  u n e m p l o y­
m e n t  i n s u r a n c e  b e n e f i t s  is b a s e d  u p o n  w a g e s  p a i d  t o  t h e
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i n d i v i d u a l .  T h u s ,  i f  a n  i n d i v i d u a l  w o r k s  f o r  an  e m p l o y e r  
w h o  f i l e s  for b a n k r u p t c y  a n d  d o e s  n o t  p a y  i t s  e m p l o y e e s ,  t h e  
i n d i v i d u a l  d o e s  n o t  q u a l i f y  f o r  u n e m p l o y m e n t  b e n e f i t s .  T h e  
p r o p o s e d  a m e n d m e n t  to  A S  2 3 . 2 0 . 5 3 0 ( a )  i n  t h i s  s e c t i o n  r e c­
ti f i e s  t h i s  s i t u a t i o n .  T h i s  s e c t i o n  e x p a n d s  t h e  d e f i n i t i o n  
o f  " w a g e s "  t o  i n c l u d e  e a r n i n g s  for w o r k  t h a t  a n  e m p l o y e e  
p e r f o r m s  b u t  is n o t  p a i d  f o r  b e c a u s e  t h e  e m p l o y e r  f i l e s  f o r  
b a n k r u p t c y .

S e c t i o n  1 2 :

T h i s  s e c t i o n  r e p e a l s  t w o  o u t d a t e d  s u b s e c t i o n s  o f  
A S  2 3 . 2 0 . 1 7 5 .

S e c t i o n s  13 a n d  1 4 :

T h e s e  s e c t i o n s  p r o v i d e  f o r  e f f e c t i v e  d a t e s ,  w i t h  t h e  a m e n d­
m e n t  r e g a r d i n g  t h e  r o u n d i n g  o f  e m p l o y e e  c o n t r i b u t i o n s  t a k i n g  
e f f e c t  J a n u a r y  1, 1989, a n d  t h e  o t h e r  c h a n g e s  t a k i n g  e f f e c t  
i m m e d i a t e l y .
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ANALYSIS OF FISCAL NOTE FOR 

"An Act relating to unemployment insurance..."

Section 9 of thin bill provides for a penalty to be assessed claimants who 
are disqualified for the fraudulent receipt of unemployment insurance 
benefits. The penalty will be 50% of the benefits that were obtained 
fraudulently, and the penalties will be deposited in the general fund as 
unrestricted revenues. Calculations to arrive at estimated anticipated 

revenues are as follows:

Total detected fraudulent payments made per year - $300,000

50% penalty on detected fraudulent payments - $150,000

A 75% collection rate on the established penalties - $112,500

Rounded off to - $110,000/year

Assumptions:

1. An effective date of July 1, 1988.

2. Detected fraudulent payments will remain at about $300,000/year thru 

1992.

3. A 75% collection rate will be maintained. The other 25% are 
uncollectible because of people leaving the state, or otherwise not 
being able to pay back the funds.

Page 2 of 2
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IN THE HOUSE

CS F O R  HOUSE BILL NO. 392 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A  BILL

For an Act entitled: MAn Act relating to municipal procurement of archi­

tectural, engineering, and land surveying services." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

t

*

* Section 1. AS 29.10.200 is amended by adding a n e w  paragraph to read

(49) AS 29.71.040 (procurement requirement).

* Sec. 2. AS 29.71 is amended by adding a new section to read:

Sec. 29.71.040. PROCUREMENT REQUIREMENT. (a) A  municipality 

and its administrative units shall comply with AS 36.30.270 unless the 

municipality specifically exempts itself or an administrative unit 

from AS 36.30.270 by adopting an ordinance establishing a selection 

process for the municipality or for the unit. In this section,

(1) "administrative unit" includes a department, institu­

tion, board, commission, division, authority, public corporation, 

utility, or other administrative unit of a municipality;

(2) "selection process" means a selection process for the 

procurement of architectural, engineering, and land surveying s e r­

vices. —

(b) This section applies to home rule and general law mu n i c i p a l­

ities. —
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P a c k e t  f r o m  S p o n s o r  
E x p l a n a t i o n
S t a t u t e s  ( i n c l u d i n g  3 6 . 3 0 . 2 7 0 )
A M L  R e s o l u t i o n

Bill R e v i e w  - H C R A  S t a f f  (Harrison)

P u b l i c  L a w  9 2 - 5 8 2

A l a s k a  M u n i c i p a l  L e a g u e  - P o s i t i o n  P a p e r  

D C R A  - P o s i t i o n  P a p e r  

D C R A  - Z e r o  F i s c a l  N o t e
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ALASKA STATE HOUSE3111 “C* STREET, SUITE 455 
ANCHOHAGE, ALASKA 99503 

(907) 561-7628 OFFICE OF MAJORITY WHIP
CO-CHAIR

HEALTH, EDUCATION & SOCIAL SERVICES

WHILE IN SESSION 
P.O. BOX V 

JUNEAU, ALASKA 99811 
(907) 485-3704

LABOR & COMMERCE 
SUBCOMMITTEE ON FOREIGN TRADE

REPRESENTATIVE JOHNNY ELLIS
M E M O R A N D U M

TO: T h e  H o n o r a b l e  D a v e  D o n l e y ,  C h a i r  
H o u s e  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

F R O M Rep. E l l i s  C y
R E H B  392: "An A c t  r e l a t i n g  t o  m u n i c i p a l  p r o c u r e m e n t  of 

a r c h i t e c t u r a l ,  e n g i n e e r i n g ,  a n d  l a n d  s u r v e y i n g  
s e r v i c e s . "

D A T E M a r c h  2, 1988

I r e s p e c t f u l l y  r e q u e s t  t h a t  t h e  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  
h o l d  a h e a r i n g  on  C S H B  392.

P a s s a g e  o f  t h i s  l e g i s l a t i o n  w i l l  b r i n g  m u n i c i p a l i t i e s  i n  
c o m p l i a n c e  w i t h  A S  3 6 . 3 0 . 2 7 0 ,  w h i c h  w a s  c r e a t e d  b y  t h e  
F o u r t e e n t h  A l a s k a  L e g i s l a t u r e .  A S  3 6 . 3 0 . 2 7 0  r e q u i r e s  t h e  
s t a t e  t o  u s e  a r e g i s t e r e d  a r c h i t e c t ,  e n g i n e e r ,  o r  l a n d  
s u r v e y o r  w h e n  a w a r d i n g  c o n t r a c t s  a n d  o u t l i n e s  a p r o c e d u r e  f o r  
p r o f e s s i o n a l  c o n t r a c t s .  A  c o p y  o f  A S  3 6 . 3 0 . 2 7 0  is a t t a c h e d ,  
( A t t a c h m e n t  A ) .

T h e  p r o c e d u r e  r e q u i r e s  t h e  s t a t e  t o  n e g o t i a t e  a c o n t r a c t  w i t h  
t h e  m o s t  q u a l i f i e d  a n d  s u i t a b l e  f i r m  f o r  a f a i r  p r i c e  w i t h  
c o n s i d e r a t i o n  g i v e n  to  t h e  f i r m ' s  p r o x i m i t y  t o  t h e  p r o j e c t ,  
a n d  e m p l o y m e n t  p r a c t i c e s  w i t h  r e g a r d  t o  m i n o r i t i e s  a n d  w o m e n .

U n d e r  t h e  p r o p o s e d  s t a t u t e ,  (HB 392), a m u n i c i p a l i t y  m a y  
e x e m p t  itself, o r  p a r t  of  i4* alf, f r o m  t h e  r e q u i r e m e n t s  o f  A S
3 6 . 3 0 . 2 7 0  b y  a d o p t i n g  a n  o r d i n a n c e  t h a t  e s t a b l i s h e s  a 
s e l e c t i o n  p r o c e s s .

T h e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e  CS f o r  H B  392 
a d d s  p r o v i s i o n s  t o  b r i n g  h o m e  r u l e  m u n i c i p a l i t i e s  in 
c o m p l i a n c e  w i t h  t h e  s a m e  c o n d i t i o n s  b y  a m e n d i n g  A S  2 9 . 1 0 . 2 0 0 ,  
( A t t a c h m e n t  B ) .

B o t h  s t a t e  a g e n c i e s  a n d  p r o f e s s i o n a l  s o c i e t i e s  t e s t i f i e d  in 
f a v o r  o f  t h e  l e g i s l a t i o n  w h i c h  p a s s e d  i n t o  l a w  in 1986.

A t t a c h m e n t  C is R e s o l u t i o n  8 8 - 3 7  o f  t h e  A l a s k a  M u n i c i p a l  
L e a g u e  a d o p t e d  i n  N o v e m b e r  d u r i n g  t h e  M u n i c i p a l  L e a g u e  
c o n v e n t i o n .

I f  y o u  r e q u i r e  f u L c h e r  i n f o r m a t i o n ,  p l e a s e  c o n t a c t  D e b o r a h  
B o n i t o  at  X3704.
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R E S O L U T I O N  O F  T H E  A L A S K A  M U N I C I P A L  L E A G U E

R E S O L U T I O N  NO. 88-37

A  R E S O L U T I O N  OF T H E  A L A S K A  M U N I C I P A L  L E A G U E  S U P P O R T I N G  

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

A  Q U A L I F I C A T I O N - B A S E D  PROCESS.

WH EREAS, this process at tem pt s to a s s u r e  t hat s e l e c t i o n  of 

d e s i g n  p r o f e s s i o n a l s  b a s e d  o n  q u a l i f i c a t i o n s  (while p r o v i d i n g  for 

n e g o t i a t i o n  of fai r a n d  r e a s o n a b l e  c o m p e n s a t i o n )  w i l l  o b t a i n  the 

b e s t  p r o f e s s i o n a l  servic es  for the m o s t  e q u i t a b l e  fee, a n d

W H E R E A S , the feder al  g o v e r n m e n t  i m p l e m e n t e d  a  p r o c e d u r e  for 

s e l e c t i o n  o f  d e s i g n  p r o f e s s i o n a l s  o n  th e b a s i s  o f  q u a l i f i c at ion s,  

as s e t  f o rt h in Pu bl ic  L a w  92-582, and

WHEREAS, the State of A l a s k a  a d o p t e d  a p r o c e d u r e  f or  s e l e c t i o n  
o f  d e s i g n  pr of e s s i o n a l s  b a s e d  o n  qua l i f i c a t i o n s ,  as se t f o r t h  in 

A.S. 3C, .3o .3.70
NOW, THEREFORE, BE IT R E S O L V E D  th a t  the A l a s k a  M u n i c i p a l  

L e a g u e  supports the s e l e c t i o n  o f  d e s i g n  p r o f e s s i o n a l s  t h r o u g h  a 

q u a l i f i c a t i o n - b a s e d  proce ss as e x p r e s s e d  in f e de ral  and s ta te  law 
a n d  u r g e s  its m em be rs  to s u p p o r t  state l e g i s l a t i o n  a d o p t i n g  this 

p r o c e s s  for m u n i c i p a l i t i e s  w h i l e  at  the same  time p r o v i d i n g  for 

l oc al  o p t i o n  for those m u n i c i p a l i t i e s  w h i c h  c h o o s e  to a d o p t  t h eir  

o w n  o r d i n a n c e  a d d r e s s i n g  this s e l e c t i o n  process.

A d o p t e d  this 13th day  of

ATTEST:

N o v e m b e r  1987.

G e o r g e  W. Carte', P r e s i d e n t

___________
S c o t t  A. Burgess<£5pxecutive D i r e c t o r



1024 WEST SIXTH AVENUE 
ANCHORAGE, ALASKA 99501 

(907) 274-4031

REPRESENTATIVE JOHNNY ELLIS

I+B3QZ
i*iV _

:

ALASKA STATE HOUSE
O F F IC F  O F  M AJOR ITY  W H IP

A y ^ f ' r r  X'A

CO-CHAIR
HEALTH, EDUCATION & SOCIAL SERVICES

LABOR 1  COMMERCE 
SUBCOMMITTEE ON FOREIGN TRADEW H IL E  IN  S E S S IO N

PA  BOX V 
JUNEAU, ALASKA 99811 

(907) 465-3704

M E M O R A N D U M

TO: T h e  H o n o r a b l e  H e n r y  S p r i n g e r ,  C h a i r
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e

FROM: Rep. E l l i s

RE: H B  392: "An A c t  r e l a t i n g  to  m u n i c i p a l  p r o c u r e m e n t  of
a r c h i t e c t u r a l ,  e n g i n e e r i n g ,  a n d  l a n d  s u r v e y i n g  
s e r v i c e s ."

DATE: J a n u a r y  27, 1988

I r e s p e c t f u l l y  r e q u e s t  t h a t  t h e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  
C o m m i t t e e  h o l d  a h e a r i n g  o n  C S H B  392.

P a s s a g e  o f  t h i s  l e g i s l a t i o n  w i l l  b r i n g  m u n i c i p a l i t i e s  in 
c o m p l i a n c e  w i t h  AS  3 6 . 3 0 . 2 7 0 ,  w h i c h  w a s  c r e a t e d  b y  t h e  
F o u r t e e n t h  A l a s k a  L e g i s l a t u r e .  AS  3 6 . 3 0 . 2 7 0  r e q u i r e s  t h e  
s t a t e  to  u s e  a r e g i s t e r e d  a r c h i t e c t ,  e n g i n e e r ,  or  l a n d  
s u r v e y o r  w h e n  a w a r d i n g  c o n t r a c t s  a n d  o u t l i n e s  a p r o c e d u r e  f o r  
p r o f e s s i o n a l  c o n t r a c t s .  A  c o p y  o f  AS  3 6 . 3 0 . 2 7 0  is a t t a c h e d ,  
( A t t a c h m e n t  A ) .

T h e  p r o c e d u r e  r e q u i r e s  t h e  s t a t e  t o  n e g o t i a t e  a c o n t r a c t  w i t h  
t h e  m o s t  q u a l i f i e d  a n d  s u i t a b l e  f i r m  f o r  a f a i r  p r i c e  w i t h  
c o n s i d e r a t i o n  g i v e n  to  t h e  f i r m ' s  p r o x i m i t y  t o  t h e  p r o j e c t ,  
a n d  e m p l o y m e n t  p r a c t i c e s  w i t h  r e g a r d  to  m i n o r i t i e s  a n d  wo m e n .

U n d e r  t h e  p r o p o s e d  statute, (HB 392), a m u n i c i p a l i t y  m a y  
e x e m p t  itself, o r  p a r t  of itself, f r o m  t h e  r e q u i r e m e n t s  of AS
3 6 . 3 0 . 2 7 0  b y  a d o p t i n g  an o r d i n a n c e  t h a t  e s t a b l i s h e s  a 
s e l e c t i o n  p r o c e s s .

T h e  CS f o r  H B  392 a d d s  p r o v i s i o n s  t o  b r i n g  h o m e  r u l e  
m u n i c i p a l i t i e s  in c o m p l i a n c e  w i t h  t h e  s a m e  c o n d i t i o n s  b y  
a m e n d i n g  AS  2 9 . 1 0 . 2 0 0 ,  ( A t t a c h m e n t  B ) .

B o t h  s t a t e  a g e n c i e s  a n d  p r o f e s s i o n a l  s o c i e t i e s  t e s t i f i e d  in 
f a v o r  of t h e  l e g i s l a t i o n  w h i c h  p a s s e d  i n t o  l a w  in 1986.

Attachment. C is R e s o l u t i o n  8 8-37 o f  t h e  A l a s k a  M u n i c i p a l  
L e a g u e  a d o p t e d  in N o v e m b e r  d u r i n g  t h e  M u n i c i p a l  L e a g u e  
c o n v e n t i o n .

If y o u  r e q u i r e  f u r t h e r  i n f o r m a t i o n ,  p l e a s e  c o n t a c t  D e b o r a h  
B o n i t o  at  X3704.



Bi l l  R e v i e w

Bi l l  No: H B  392

Title: " A n  A c t  r e l a t i n g  t o  m u n i c i p a l  p r o c u r e m e n t  o f

a r c h i t e c t u r a l ,  e n g i n e e r i n g ,  a n d  l a n d  s u r v e y i n g  

s e r v i c e s . "

S p o n s o r :  Ellis, K o p o n e n  a n d  C o l l i n s

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * • > > * * * * *

M u n i c i p a l i t i e s  i n v o l v e d  in  p r o c u r i n g  a r c h i t e c t u r a l ,  
e n g i n e e r i n g  a n d  l a n d  s u r v e y i n g  s e r v i c e s  a r e  r e q u i r e d  t o  
c o m p l y  w i t h  AS  3 6 . 3 0 . 2 7 0 ,  A r c h i t e c t u r a l ,  e n g i n e e r i n g ,  a n d  l a n d  
s u r v e y i n g  c o n t r a c t s .  T o  b e  e x e m p t e d  t h e  m u n i c i p a l i t y  m u s t  
a d o p t  a n  o r d i n a n c e  e s t a b l i s h i n g  a s e l e c t i o n  p r o c e s s  f o r  i t s e l f  
o r  its a d m i n i s t r a t i v e  unit.

L i n e s  15-17 d e f i n e  " a d m i n i s t r a t i v e  u n i t . "

L i n e s  18-20 i n d i c a t e  " s e l e c t i o n  p r o c e s s . "

I d e a s  for t h i s  m a y  h a v e  c o m e  f r o m  P L  9 2 - 5 8 2  o r  f r o m  A S  
3 6 . 98.043.

A t t a c h e d  h e r e w i t h :  P L  9 2 - 5 8 2
A S  3 6 . 3 0 . 2 7 0

H B 3 9 2 .R E V
0 2 / 0 3 / 8 8
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n) Long-range physical and fiscal plans for such action;
P) programming of capital improvements and other major expenditures, 
based on a determination of relative urgency, together with definitive 
financing plans for such expenditures in the earlier years of the program;
(4) Coordination of all related plans and activities of the State and local 
governments and agencies concerned; and
(5) Preparation of regulatory and administrative measures in support of 
the foregoing.

/Tune 30, 1949, c. 288, Title VIII, § 806, as added Oct. 16, 1968, P. L. 90- 
577, Title V, § 501, 82 Stat 1105.)

H I S T O R Y ;  A N C I L L A R Y  L A W S  A N D  D I R E C T I V E S  

References in text'
"This title”, referred to in this section, is Title V I I I  o f A ct June 30,
1949, c. 288, as added by A ct Oct. 16, 1968, P .L . 90-577, Title V, 82 
Stat. 1104, which Tide appears generally as 4-0 USC S §§ 531 et seq.
For full classification o f this Title, consult USC S Tables volumes.

SELFCTION OF ARCHITECTS AND ENGINEERS

§ 541. Definitions
As used in this title—

(1) The term “ firm” means any individual, firm, partnership, corpora­
tion, association, or other legal entity permitted by law to practice the 
professions of architecture or engineering.
(2) The term “agency head” means the Secretary, Administrator, or 
I ;ad of a department, agency, or bureau of the Federal Government.
(3) The term “architectural and engineering services” includes those 
professional services of an architectural or engineering nature as well as 
incidental services that members of these professions and those in their 
employ may logically or justifiably perform.

(June 30, 1949, c. 288, Title IX, § 901, as added Oct. 27, 1972, P. L. 92-4 
082, 86 Stat. 1278.)

H I S T O R Y ;  A N C I L L A R Y  L A W S  A N D  D I R E C T I V E S  

References in text:
“This Title”, referred to in this section, is Title I X  o f A ct June 30,
1949, c. 288, as added by A ct Oct. 27, 1972, P .L . 92-582, 86 Stat.
1278, which Title appears generally as 40 USC S §§ 541 et seq. For full 
classification o f this Title, consult U SC S Tables volumes.

§ 542. Congressional declaration of policy
The Congress hereby declares it to be the policy of the Federal Govern­
ment to publicly announce all requirements for architectural and engineer-

231

^ a g e m e n t  a n d  D i s p o s a l  40 U S C S  § 542



ing services, and to negotiate contracts for architectural and engineering 
services on the basis of demonstrated competence and qualification for the 
type of professional services required and at fair and reasonable prices.
(June 30, 1949, c. 288, Title IX, § 902, as added Oct. 27, 1972, P. L. 92- 
582, 86 Stat. 1279.)

«, -AV,

§ 543. Requests for data on architectural and engineering services
In the procurement of architectural and engineering services, the agency 
head shall encourage firms engaged in the lawful practice of their profes­
sion to submit annually a statement of qualifications and performance data.
The agency head, for each proposed project, shall evaluate current state­
ments of qualifications and performance date on file with the agency, 
together with those that may be submitted by other firms regarding the 
proposed project, and shall conduct discussions with no less than three 
firms regarding anticipated concepts and the relative utility of alternative 
methods of approach for furnishing the required services and then shall 
select therefrom, in order of preference, based upon criteria established and 
published by him, no less than three of the firms deemed to be the most 
highly qualified to provide the services required.
(June 30, 1949, c. 288, Title IX, § 903, as added Oct. 27, 1972, P. L. 92-  ̂

:*582, 86 Stat. 1279.)

§ 544. Negotiation of contracts for architectural and engineering 
services
(a) The agency head shall negotiate a contract with the highest qualified 
firm for architectural and engineering services at compensation which the 
agency head determines is fair and reasonable to the Government. In , 
making such determination, the agency head shall take into account the 
estimated value, of the services to be rendered, the scope, complexity, and 
professional nature thereof.
(b) Should the agency head be unable to negotiate a satisfactory contract 
with the firm considered to be the most qualified, at a price he determines 
to be fair and reasonable to the Government, negotiations with that firm 
should be formally terminated. The agency head should then undertake 
negotiations with the second most qualified firm. Failing accord with the ,
second most qualified firm, the agency head should terminate negotiations.
The agency head should then undertake negotiations with the third most 
qualified firm. i
(c) Should the agency head be unable to negotiate a satisfactory contract ,
with any of the selected firms, he shall select additional firms in order of i
their competence and qualification and continue negotiations in accordance 
with this section until an agreement is reached.
(June 30, 1949, c. 288, Title IX, § 904, as added Oct. 27, 1972, P. L. 92- 
532, 86 Stat. 1279.)

40 USCS § 542 P u b l i c  B u i l d i n g s , P r o p e r t y , W o r k s
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CHAPTER 11. REAL PROPERTY TRANSACTIONS BY 
M ILITARY DEPARTMENTS

Section
551-554. [Repealed]

§§ 551-554. [Repealed]

H IS T O R Y ; A N C IL L A R Y  L A W S  A N D  D IR E C T IV E S

These sections 40 USC S §§ 551, 552, 553, and 554, (Act Sept. 28, 1951, c. 
434, Title VI, §§ 601-604, 65 Stat. 365) were repealed by A c t Aug. 10, 1956, 
c. 1041, § 53, 70A Stat. 682. These sections related to real property 
transactions by military departments, agreements between Secretaries o f 
military departments or Federal Civil Defense Administration and Armed 
Services Committees o f Congress on real estate transactions, quarterly 
reports to Armed Services Committees, recital o f compliance in instrument 
o f conveyance as conclusive, and similar provisions appear as 10 USC S 
§ 2662 and 50 U SC S Ap 2285.



TO: Representative Henry Springer, Chair

Members of the House Community and Regional Affairs Committee

Z-
FROM: Scott A. Burgess, Executive DirectorT * ^  *

DATE: February 8, 1988

SUBJECT: HB 392 - Municipal Procurement of Architectural, Engineering and

Lan d  Surveying Services

TELEPHONE 
(907) 586-1325 105 MUNICIPAL WAY, SUITE 301 

JUNEAU, ALASKA 99801

O n  behalf of its 135 municipal members, the Alaska Municipal League 

supports the selection of design professionals through a 

qualifications-based process, and, therefore, supports HB 392. I have 

attached a copy of A ML Resolution No. 88-37* passed at the A ML Annual 

C onference in November 1987.

HB 392 requires municipalities to comply with the State's professional 

services procurement practices laid out in AS 36.30.270 while providing 

for local option for those municipalities which choose to adopt their own 

ordinance establishing a selection process. While the AML has resisted 

similar legislation mandating procurement practices on municipalities for 

professional services as well as other procurement practices such as 

competitive bidding as an unnecessary and unjustified restriction on local 

control, the A M L  does not oppose HB 392 for the following reasons:

1) the AML membership adopted Resolution No. 88-37 in November 1987 

supporting selection of design professionals through a 

qualification-based process; and,

2) HB 392 provides municipalities the option of exempting themselves 

from the state standards by adopting their own ordinance establishing 

a selection process that better meets their individual needs, 
resources and situations.

T he A ML supports HB 392. Thank you.

* The reference to AS 36.908.043 is presumably a typo and a reference to 

AS 36.98 repealed by Chapter 106 SLA 1986, now AS 36.30.270.

Attachment

MEMBER O F  THE NATIONAL LEAGUE OF C IT IES AND THE NATIONAL ASSOCIATION OF COUNT IES



MUNICIPAL & REGIONAL ASSISTANCE DIVISION
C  049 £  36th AVENUE, SUITE 400 

ANCHORAGE, ALASKA 99508-4302 
PHONE: (907) 561-8586

□  P.O. BOX 348
BETHEL, ALASKA 995594)348 
PHONE: (907) 543-3475

□  P.O. BOX 10041
DILLINGHAM, ALASKA 99576-1041 
PHONE: (907) 842-5135

□  1514 CUSHMAN STREET, ROOM 210 
FAIRBANKS, ALASKA 99701-6286 
PHONE: (907) 452-7126

□  P.O. BOX BH □  710 MILL BAY RD. □  P.O. BOX 350 C  P.O. BOX 41
JUNEAU, ALASKA 99811-2110 KODIAK, ALASKA 99615-6340 KOTZEBUE, ALASKA 99752-0350 NOME, ALASKA 99762-0041
PHONE: (907) 4654750 PHONE: (907) 486-5736 PHONE: (907) 442-3696 PHONE: (907) 443-5457

R E F T . OF C O M M U N IT Y  &  R E G IO N A L  A F F A IR S

F e b r u a r y  5, 1998

P O S I T I O N  P A P E R

RE: H o u s e  B i l l  392

S P O N S O R :  R e p r e s e n t a t i v e s  Ellis, K o p o n e n  and C o l l i n s

P r o g r a m  E f f e c t s  of Bill

T h i s  b i l l  w o u l d  m a k e  the p r o v i s i o n s  of AS 3 6 . 3 0 . 2 7 0 ,  r e g a r d i n g  
the p r o c u r e m e n t  of a r c h i t e c t u r a l ,  e n g i n e e r i n g  a n d  land 
s u r v e y i n g  s e r v i c e s  a p p l i c a b l e  to m u n i c i p a l i t i e s  a n d  t n eir 
a d m i n i s t r a t i v e  units, u n l e s s  they cho o s e  to e x e m p t  t h e m s e l v e s  
f r o m  c o v e r a g e  by o r d i n a n c e .

C o m m e n t s

G e n e r a l l y ,  the t h r u s t  of T i t l e  29, as r e c o d i f i e d  in 1985, was 
to i n c r e a s e  l ocal d e t e r m i n a t i o n  of s t a n d a r d s  and r e q u i r e m e n t s  
of this n a t u r e  and to r e d u c e  r e l i a n c e  u p o n  s t a t e  s t a n d a r d s .  
H o w e v e r■ this bill p r o v i d e s  that m u n i c i p a l i t i e s  m a y  c h o o s e  to 

e x e m p t  t h e m s e l v e s  f r o m  the c o v e r a g e  of A S  3 6 . 3 0 . 2 7 0  b y  p a s s a g e  
of an o r d i n a n c e  e s t a b l i s h i n g  a s e l e c t i o n  p r o c e s s .  The 
d e p a r t m e n t  do e s  not o p p o s e  this bill.

/ M
Day !o  G . Hofffrian, -GojnmtSsioner

21-PJLH
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STATE OF ALASKA 
1988 LEGISLATIVE SESSION

R E Q U E S T :  ___________________

B IL L  V E RSIO N : 

P U B L IS H  D A T E :

HB 392

FISCAL NOTE

Revision Date: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
Title : "An a c t ,  .m u n ic ip a l  p r o c u r e m e n t. .  

a r c h i t e c t u r a l . . la n d  s u r v e y in g  s e r v i c e s . "

Agency Affected: C om m unity & R e g io n a l  A f  f a i r s  

B R U : ___________________________________________

Sponsor: E l l i s ,  Koponen fi C o l l i n s  
Requestor: __________________________________

Components:.

E X P E N D IT U R E S / R E V E N U E S : (ThousandsofDollan.)

OPERATING F Y  88 F Y  89 F Y  90 F Y  91 F Y  92 F Y  93

PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPFLIES,
EQUIPMENT 
LAND &  STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS

T O TA L OPERATING - 0 - - C - - 0 - - 0 - - 0 - - 0 -

C A PITA L

REVENUE

F U N D IN G : (Thousands of Dollars)

P O S IT IO N S :

GENERAL FUND 
FEDERAL FUNDS 
OTHER
TOTAL

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

- u - - o - - 0 - - 0 - - 0 - - 0 -

FULL-TIME
PART-TIME
TEMPORARY

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

A N A L Y S IS  : (Attach a separate page i f  necessary)

_  ..  J-fm  P la s m a n , D e p u ty  D i r e c t o r
Prepared by: 7 —
D ivision: ^ i c i p a l  & R e g io n a l  A s s i g n e e

Approved by Commissioner:
Agency: C om m unity & R e e tio n a l A f f a i r s  ~

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget 
Impacted Agency(ies)

Phone: 
D ate: _

4 6 5 - 4 7 5 0

Date:

page. of

■ ttasmm



D a t e  r e f e r r e d :  1 / 2 5 / 8 8 F U R T H E R  R E F E R R A L S : L a b o r  & C o m m e r c e

T h e
C o m m un ity  a n d  
R e g i o n a l  A f f a i r s

D A T E :

C o m m it te e  h a s  c o n s i d e r e d

FEB 26 I38i!

HB 392

"A n A c t  r e l a t i n g  t o  m u n i c i p a l  p r o c u r e m e n t  o f  a r c h i t e c t u r a l ,  e n g i n e e r i n g ,  
an d  l a n d  s u r v e y i n g  s e r v i c e s . "

RECOMMENDS:

[ ] r e p l a c e  w i t h  ____________

[ ] a t t a c h e d  a m e n d m e n t(s )

[ ^ 0  do p a s s  

[ ] do n o t  pc.ss

[ ] no r e c o m m e n d a t io n

[ ] i n d i v i d u a l  r e c o m m e n d a t io n s

[ ] a d d i t i o n a l  r e f e r r a l  t o  t h e

[ ] t h e  same t i t l e

[ ] a  new t i t l e

C o m m itte e

ADOPTS: [ 3 l e t t e r  o f  i n t e n t

ATTACHES NEW F IS C A L  N O T E ( s ) : 

[ ] f i s c a l  im p a c t  

[ ^ ]  z e r o  f i s c a l  n o t e  

[ ] z e r o  w i t h  a n a l y s i s

SIG N IN G  DO P A S S :

[ ] same a s  p r e v i o u s  f i s c a l  n o t e

p u b l i s h e d  ___________________________

[ ] same a s  p r e v i o u s  z e r o  f i s c a l

n o t e  p u b l i s h e d  ___________________

SIG N IN G  OTHER RECOMMENDATIONS:

•Springe
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HOUSE COMMITTEE REPORT
D a t e  r e f e r r e d : 1 / 2 5 / 8 8 F U R T H E R  R E F E R R A L S : J u d i c i a r y

T h e L a b o r  & C o m m e r c e
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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

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  to  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

ti v 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 . "

BE I T  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  I N  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. AS  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  as p r o v i d e d  in (b) of 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  name;

(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  la n d s ,  b u i l d i n g s ,  s t r u c­

ture 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 ,  dams, p l a n t s  a n d  e q u i p­

ment,  a n d  a n y  o t h e r  r e 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 tangible, 

w h i c h  is n e c e s s a r y ,  convenient*, 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  for 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  of or 

e n c u m b e r  f r a n c h i s e s ,  r i g h t s ,  p r i v i l e g e s ,  licenses^, 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 -  C S K 3  3 9 4 ( L & C )



i s s u e  e v i d e n c e s  of i n d e b t e d n e s s ,  a n d  s e c u r e  the p a y m e n t  of t h e  i n d e b t­

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

b r a n c e  u p o n  its r e a l  or p e r s o n a l  p r o p e r t y ,  a s s e t s ,  f r a n c h i s e s ,  or 

r e v e n u e s ;

(7) c o n s t r u c t ,  m a i n t a i n ,  a n d  o p e r a t e  e l e c t r i c  t r a n s m i s s i o n  

a n d  d i s t r i b u t i o n  lines, o r  t e l e p h o n e  l i n e s  al o n g ,  upon, u n d e r  and 

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

w i t h o u t  l i m i t a t i o n ,  all roads, h i g h w a y s ,  s t r e e t s ,  a l l e y s ,  bridgesj. and ■
|

c a u s e w a y s ; [

(8) e x e r c i s e  t h e  p o w e r  of  e m i n e n t  d o m a i n ;

(9) b e c o m e  a m e m b e r  of  o t h e r  c o o p e r a t i v e s  o r  c o r p o r a t i o n s  

o r  o w n  s t o c k  in them;

(10) c o n d u c t  its b u s i n e s s  a n d  e x e r c i s e  its p o w e r s  i n s i d e  or 

o u t s i d e  t h e  state;

(11) adopt, a m e n d e  a n d  r e p e a l  b y l a w s ;

(12) m a k e  all c o n t r a c t s  n e c e s s a r y ,  c o n v e n i e n t ^  or  a p p r o p r i­

a t e  f o r  t h e  full e x e r c i s e  of  its p o w e r s ;

(13) m a k e  d o n a t i o n s  for t h e  p u b l i c  w e l f a r e  o r  f o r  c h a r i t a­

ble. 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 r p o s e s ;

(14) d o  a n d  p e r f o r m  a n y  o t h e r  a c t  a n d  thing, a n d  h a v e  and 

e x e r c i s e  a n y  o t h e r  p o w e r  w h i c h  m a y  b e  n e c e s s a r y ,  convenient.^ or  a p p r o­

p r i a t e  t o  a c c o m p l i s h  t h e  p u r p o s e  for w h i c h  t h e  c o o p e r a t i v e  is o r­

ga n i z e d .

* Sec. 3. A S  1 0 . 2 5 . 0 1 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  t o  read:

(b) 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  n o t  u s e  c o o p e r a t i v e  

f u n d s  t o  p r o m o t e  o r  o p p o s e  t h e  c a n d i d a c y  o f  a c a n d i d a t e  f o r  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  is a m e n d e d  t o  read:

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

C S H B  3 9 4  ( L & C ) -2-



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

a n d  t r a n s m i t  e l e c t r i c  energy, a n d  d i s t r i b u t e ,  sell, s u p p l y ^  a n d  d i s­

p o s e  of  e l e c t r i c  e n e r g y  t o  its m e m b 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  to  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  

o f  t h e  n u m b e r  o f  its m e m b e r s ;  h o w e v e r ,  a c o o p e r a t i v e  t h a t  [WHICH] 

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

n o t  in e x c e s s  o f  40 p e r c e n t  o f  t h e  n u m b e r  o f  its m e m b e 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 m  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  t h e m  

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

as m 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 m  e l e c t r i c  e n e r g y  is o r  w i l l  b e

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 m i s e s  a n d  in a c q u i r i n g  

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

w i r e  o r  h a v e  w i r e d  t h e  p r e m i s e s ,  a n d  buy, ac q u i r e ,  lease, sell, d i s­

tr i b u t e ,  i n s t a l l s  a n d  r e p a i r  e l e c t r i c  a n d  p l u m b i n g  a p p l i a n c e s ,  e q u i p­

men t ,  fixtures.*. a n d  a p p a r a t u s ;

(3) a s s i s t  p e r s o n s  t o  w h o m  e l e c t r i c  e n e 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 c o n s t r u c t i n g ,  e q u i p p i n g ,  maintaining.*, 

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

t h e m  o r  otherwise^.

(4) 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 ;

(5) o p e r a t e  a h e a t i n g  d i s t r i b u t i o n  s y s t e m  t h a t  was in 

e x i s t e n c e  on t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .

* Sec. 5. A S  1 0 . 2 5 . 0 7 0  is a m e n d e d  t o  read;

Sec. 1 0 . 2 5 . 0 7 0 .  BYLAWS. T h e  b o a r d  of  d i r e c t o r s  s h a l l  a d o p t  the 

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

rat i o n ,  c o n v e r s i o n ,  merger*. o r  c o n s o l i d a t i o n .  T h e r e a f t e r  t h e  d i s t r i c t

c o o p e r a t i v e  m a y
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d e l e g a t e s  in c o o p e r a t i v e s  h a v i n g  t h r e e  o r  m o r e  d i s t r i c t s  t h a t  a r e  not 

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

adopt, amend, o r  r e p e a l  t h e  b y l a w s  b y  t h e  a f f i r m a t i v e  v o t e  of a m a j o r­

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

r e p e a l  at a m e e t i n g  of t h e  d i s t r i c t  d e l e g a t e s .  I n  a l l  o t h e r  c o o p e r a­

t i v e s  t h e  m e m b e r s  s h a l l  adopt, am e n d ,  o r  r e p e a l  t h e  b y l a w s  b y  the 

a f f i r m a t i v e  v o t e  o f  a m a j o r i t y  of  t h e  m e m b e r s  v o t i n g  on t h e  q u e s t i o n  

[ADOPTION, 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  OR 

BY M A I L  B A L L O T  W I T H O U T  A  M E E T I N G ] .  T h e  b y l a w s  s h a l l  s e t  o u t  the 

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

m a y  c o n t a i n  o t h e r  p r o v i s i o n s  for t h e  r e g u l a t i o n  a n d  m a n a g e m e n t  of  the 

a f f a i r s  of t h e  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 e r  o r  w i t h  the 

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

* Sec. 6. A S  1 0 . 2 5 . 0 8 0  is a m e n d e d  t o  read:

Sec. 1 0 . 2 5 . 0 8 0 .  M E M B E R S .  (a) 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 m e m b e r  of the c o o p e r a t i v e  o r  o f  a n o t h e r  c o o p e r a t i v e  

t h a t  is a m e m b e r  o f  it. A  p e r s o n  m a y  n o t  b e c o m e  a m e m b e r  u n l e s s  that 

p e r s o n  a g r e e s  t o  u s e  e l e c t r i c  energy, o r  t e l e p h o n e  s e r v i c e ,  o r  o ther 

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

t h r o u g h  its f a c i l i t i e s .

(b) 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 t h e  b y l a w s .  T h e  b y l a w s  m a y

(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 m i t a t i o n s  on 

m e m b e r s h i p s

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

f r o m  t h e  c o o p e r a t i v e :

(3) p r o v i d e  for t e r m i n a t i o n  o r  s u s p e n s i o n  of m e m b e r s h i p ;  

h o w e v e r ,  a m e m b e r s h i p  m a y  not b e  t e r m i n a t e d  u n l e s s  p r o c e d u r e s  for 

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

C S H B  3 9 4  ( L & C )  - 4 -
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* Sec. 7. AS  1 0 . 2 5 . 1 0 0  is a m e n d e d  t o  read:

Sec. 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  i n  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 e  t i m e  a n d  p l a c e  of 

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

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  b e  g i v e n  t o  e a c h  m e m b e 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  

p e r s o n a l l y  o r  b y  m a il, n o t  l e s s  t h a n  20 d a y s  n o r  m o r e  t h a n  40 days 

b e f o r e  t h e  d a t e  of  t h e  m e e t i n g .  N o t i c e  o f  a s p e c i a l  m e e t i n g  of the

Jllfcilll*-/IT o t L LllcL

c a l led, s h a l l  b e

w i t n  notii

criven to

oe or 

e a c h

o n e  p u r p o s e  r o r  w n i c n  r n e  m e e r i n q  is 

m e m b e r  o r  d i s t r i c t  delecrate, either

p e r s o n a l l y  o r  b v m ail, n o t less t h a n  9 0 d a v s  o r  m o r e  t h a n  12 0 davs

b e f o r e  t h e  d a t e  o f  t h e  m e e t i n g .  If m a i l e d ,  n o t i c e  is c o n s i d e r e d  given 

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

m e m b e r  o r  d e l e g a t e  as it a p p e a r s  on  t h e  r e c o r d s  o f  t h e  c o o p e r a t i v e .

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

Sec. 1 0 . 2 5 . 1 2 0 .  V O T I N G .  E a c h  m e m 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  m a t t e r  s u b m i t t e d  t o  a v o t e  o f  t h e  m e m b e r s h i p  [(1) A T  A  M E E T I N G  OF 

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 

m e m 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  on  e a c h  m a t t e r  s u b m i t t e d  

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

m a y  v o t e  [ V O T I N G  A T  A  M E E T I N G  S H A L L  BE I N  P E R S O N ,  BUT], if t h e  bylaws 

so p r o v i d e ,  [MAY A L S O  BE] b y  mail.

* Sec. 9. AS  1 0 . 2 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  read:

Sec. 1 0 . 2 5 . 1 2 5 .  R E C O R D  DATE. T o  d e t e r m i n e  t h e  m e m b e r s  e n t i t l e d

t o  n o t i c e  o f  a m e e t i n g  o f  t h e  m e m b e r s  o r  t o  v o t e  o n  a m a t t e r  t h a t  is 

t o  b e  s u b m i t t e d  t o  a v o t e  of  t h e  m e m b e r s ,  or  f o r  a n y  o t h e r  p r o p e r  

p u r p o s e ,  t h e  b o a r d  of d i r e c t o r s  n u y  f i x  a d a t e  t h a t  o c c u r s  no  more

t h a n  90 d a y s  b e f o r e  t h e  n o t i c e  o r  v o t e  as t h e  r e c o r d  d a t e  for the

- 5 -  C S K 3  3 9 4 ( L & C )
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d e t e r m i n a t i o n ,  if  a r e c o r d  d a t e  is n o t  f i x e d  f o r  t h e  d e t e r m i n a t i o n  of 

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

d a t e  o n  w h i c h  n o t i c e  o f  t h e  m e e t i n g  o r  o f  m a i l  v o t i n g  is f i r s t  m 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 m i n a t i o n  of m e m b e r s  e n t i t l e d  t o  v o t e  

a t  a m e e t i n g  is m a d e ,  t h e  d e t e r m i n a t i o n  a p p l i e s  u n t i l  t h e  m e e t i n g  is 

a d j o u r n e d  s i n e  die.

* Sec. 10. AS  1 0 . 2 5 . 1 4 0  is a m e n d e d  t o  read:

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

e a c h  of w h o m  s h a l l  b e  a m e m b e r  of  t h e  c o o p e r a t i v e  o r  of a n o t h e r  c o­

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

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

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

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

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

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

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

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

m e m b e r s .  T h e  b y l a w s  may, h o w e v e r ,  p r e s c r i b e  a f i x e d  fee f o r  e a c h  day 

o f  a t t e n d a n c e  at  a m e e t i n g  o f  t h e  b o a r d  of d i r e c t o r s  o r  o t h e r  m e e 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  [ EACH M E E T I N G  O F  THE 

B O A R D  O F  D I R E C T O R S ]  a n d  m a y  p r o v i d e  for i n s u r a n c e  a n d  r e i m b u r s e m e n t  of 

a c t u a l  e x p e n s e s  i n c u r r e d  w h i l e  p e r f o r m i n g  d u t i e s  as a d i r e c t o r  [OF 

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

* Sec. 11. A S  1 0 . 2 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  read:

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 L 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  f o r  c o n d u c t  p e r f o r m e d  

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  for t h e  c o o p e r a t i v e .  However, 

C S H B  394 (L&C) -6-
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t h 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  w a s  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  o r  b y­

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

b e  m a d e  a p a r t y  t o  a c o n t e s t e d  m 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 e  c o n t e s t e d  m a t t e r .  However, 

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

d i d  n o t  r e a s o n a b l y  b e l i e v e  t h e  c o n d u c t  t o  b e  in, o r  n o t  o p p o s e d  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 .  W i t h  r e s p e c t  t o  a c r iminal 

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

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

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  m a y  p u r c h a s e  a n d  m a i n t a i n  i n s u r a n c e  on b e h a l f  

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

p e r s o n  a n d  i n c u r r e 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 ' s  s t a t u s ,  w h e t h e r  o r  n o t  t h e  c o o p e r a t i v e  w o u l d  h a v e  t h e  p o w e r  

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

(d) I n  t h i s  s e c t i o n

(1) " c o n d u c t "  i n c l u d e s  a c t ion, 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  m a t t e r "  m e a n s  a p r o p o s e d ,  p e n d i n g ,  or c o m­

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 e r  civil, c r i m 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 m 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 "  m e a n s  a d i r e c t o r ,  o f f i c e r ,  employee, 

o r  a g e n t  o f  a c o o p e r a t i v e .

* Sec. 12. AS  1 0 . 2 5 . 1 5 0  is a m e n d e d  to 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

-7- C S H B  3 9 4 (L&C)
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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 ,  

merger^, 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  o f  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 E A C H  

A N N U A L  M E E T I N G ,  O R  IN 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  I N  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  P URPOSE, 

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  IN  T H I S  CHAPT E R . ]  

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  a 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 .  I n­

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 ,  t h e  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  f o r  t e r m s  n o t  t o  e x c e e d  t h r e e  years, or 

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 ,  a n d  t h a t  t h e  t e r m s  of 

d i r e c t o r s  s h a l l  b e  s t a g g e r e d  s o  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 ,  o r  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 ,  s h a l l  b e  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 ] .

* Sec. 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 e e t i n g  of t h e  b o a r d  o f  d i r e c t o r s  m a y  b e  a t t e n d e d  b y  m e m­

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

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

v o t e  o f  e a c h  p e r s o n  e n t i t l e d  t o  v o t e .  T h e  b o a r d  o f  d i r e c t o r s  m a v  

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

m e n t  if t h e  b o a r d  g i v e s  r e a s o n a b l e  n o t i c e  of  the m e e t i n g  and if m e m­

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

t h e  m e e t i n g .  T h i s  s e c t i o n  a p p l i e s  o n l y  t o  a m e e t i n g  at w h i c h  a q u o r u m  

o f  t h e  b o a r d  p a r t i c i p a t e s .

* Sec. 15. A S  1 0 . 2 5 . 1 7 5 ( c )  is a m e n d e d  t o  read:

(c) T h e  f o l l o w i n g  e x c e p t e d  s u b j e c t s  m a y  b e  d i s c u s s e d  in an 
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e x e c u t i v e  s e s s i o n :

(1) m a t t e r s  t h e  i m m e d i a t e  k n o w l e d g e  of w h i c h  w o u l d  c l e a r l y  

h a v e  a n  a d v e r s e  e f f e c t  o n  t h e  f i n a n c e s  of  t h e  c o o p e r a t i v e ;

(2) s u b j e c t s  t h a t  t e n d  t o  p r e j u d i c e  t h e  r e p u t a t i o n  and

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

f i n a n c i a l  r e c o r d ; h o w e v e r ,  t h e  p e r s o n  m a y  r e q u e s t  a p u b l i c  d i s c u s s i o n ;

(3) m a t t e r s  d i s c u s s e d  w i t h  ar» a t t o r n e y  f o r  t h e  c o o p e r a t i v e ,  

t h e  i m m e d i a t e  k n o w l e d g e  o f  w h i c h  c o u l d  h a v e  an a d v e r s e  e f f e c t  o n  the 

l e g a l  p o s i t i o n  o f  t h e  cooperative.!

(4) t h e  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  a n d  p e r s o n n e l

m a t t e r s ;

(5) 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  b y  law;

(6) s e a l e d  bids, t r a d e  sec r e t s ,  o r  o t h e r  c o n f i d e n t i a l

c o m m e r c i a l  i n f o r m a t i o n ;

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

* Sec. 16. A S  1 0 . 2 5 . 1 7 5 ( e )  is r e p e a l e d  a n d  r e e n a c t e d  t o  read:

(e) A  m e m b e r  a f f e c t e d  b y  a c t i o n  t a k e n  c o n t r a r y  t o  t h i s  s e c t i o n  

m a y  b r i n g  a s u i t  in t h e  s u p e r i o r  court. T h e  c o u r t  m a y  o r d e r  a p p r o p r i­

at e  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  t h e  c i r c u m s t a n c e s  o f  t h e  case. 

A c t i o n  t a k e n  c o n t r a r y  to  t h i s  s e c t i o n  is n o t  v o i d  if o t h e r  e q u i t a b l e  

r e l i e f  is a v a i l a b l e  a n d  a p p r o p r i a t e .

* Sec. 17. A S  1 0 . 2 5 . 2 3 5  is a m e n d e d  to  read:

Sec. 1 0 . 2 5 . 2 3 5 .  M E M B E R ' S  R I G H T  T O  E X A M I N E  B O O K S  A N D  R E C O R D S .  A 

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

pur p o s e ,  e x a m i n e  a n d  m a k e  c o p i e s  of t h e  b o o k s  a n d  r e c o r d s  of the 

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

t i v e  m a y  c h a r g e  a m e m b e r  an  a m o u n t  e q u a l  t o  t h e  a c t u a l  c o s t  of d u­

p l i c a t i n g  d o c u m e n t s  r e q u e s t e d  u n d e r  t h i s  section. T h e  c o o p e r a t i v e  m a y  

w i t h h o l d  b o o k s  a n d  r e c o r d s  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  t h a t  w e r e
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p r e p a r e d  for or  h a v e  b e e n  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  u n d e r  A S  10.- 

2 5 . 1 7 5  f c ) .

* Sec. 18. A S  1 0 . 2 5 . 2 4 0  is a m e n d e d  t o  read:

Sec. 1 0 . 2 5 . 2 4 0 .  M E R G E R .  E x c e p t  as p r o v i d e d  in (bl of this

s e c t i o n ,  o n e  [ONE] o r  m o r e  c o o p e r a t i v e s ,  e a c h  [ H E R E I N A F T E R ]  d e s i g n a t e d  

in t h i s  s e c t i o n  as " m e r g i n g  c o o p e r a t i v e , " m a y  m e r g e  i n t o  a n o t h e r  

c o o p e r a t i v e ,  [ H E R E I N A F T E R ]  d e s i g n a t e d  in t h i s  s e c t i o n  a s  " s u r v i v i n g  

c o o p e r a t i v e , "  b y  c o m p l y i n g  w i t h  t h e  f o l l o w i n g  r e q u i r e m e n t s .

(1) T h e  p r o p o s i t i o n  for t h e  m e r g e r  o f  t h e  m e r g i n g  c o o p e r a­

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

s h a l l  b e  s u b m i t t e d  to  [A M E E T I N G  OF] t h e  m e m b e r s  o f  e a c h  m e r g i n g

c o o p e r a t i v e  a n d  o f  t h e  s u r v i v i n g  c o o p e r a t i v e .  T h e  n o t i c e  [OF THE 

M E E T I N G ]  s h a l l  h a v e  a t t a c h e d  t o  it a c o p y  o f  t h e  p r o p o s e d  a r t i c l e s  of 

m e r g e r .

(2) I f  t h e  p r o p o s e d  m e r g e r  a n d  t h e  p r o p o s e d  a r t i c l e s  of 

m e r g e r ,  w i t h  a n y  a m e n d m e n t s ,  a r e  a p p r o v e d  b y  t h e  a f f i r m a t i v e  v o t e  of 

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

on  t h e m  [AT T H E  M E E T I N G ] , a r t i c l e s  of  m e r g e r  in  t h e  f o r m  a p p r o v e d  

s h a l l  b e  e x e c u t e d  a n d  a c k n o w l e d g e d  on b e h a l f  o f  e a c h  c o o p e r a t i v e  b y  

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

s e c r e t a r y .

* Sec. 19. A S  1 0 . 2 5 . 2 4 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to  read:

(b) A  m e r g e r  o f  e l e c t r i c  or  t e l e p h o n e  c o o p e r a t i v e s  m a y  n o t  take 

e f f e c t  u n l e s s  t h e  s u r v i v i n g  c o o p e r a t i v e  e x p r e s s l y  a g r e e s  t o  c o m p l y  

w i t h  t h e  t e r m s  o f  e a c h  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t  e n t e r e d  into 

b e t w e e n  a m e r g i n g  c o o p e r a t i v e  a n d  a l a b o r  o r g a n i z a t i o n  r e p r e s e n t i n g  

e m p l o y e e s  o f  t h e  c o o p e r a t i v e  t h a t  is in e f f e c t  on  t h e  d a t e  of m e r ger.

* Sec. 20. A S  1 0 . 2 5 . 2 6 0  is a m e n d e d  t o  read:

Sec. 1 0 . 2 5 . 2 6 0 .  C O N S O L I D A T I O N .  T w o  or  m o r e  c o o p e r a t i v e s ,  
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WORK DRAFT

[ H E R E I N A F T E R ]  d e s i g n a t e d  in t h i s  s e c t i o n  as " c o n s o l i d a t i n g  c o o p e r a -  

tivej." m a y  c o n s o l i d a t e  i n t o  a n e w  c o o p e r a t i v e ,  [ H E R E I N A F T E R ]  d e s i g n a t­

e d  in t h i s  s e c t i o n  as t h e  " n e w  c o o p e r a t i v e , "  b y  c o m p l y i n g  w i t h  the 

f o l l o w i n g  r e q u i r e m e n t s :

(1) T h e  p r o p o s i t i o n  f o r  the c o n s o l i d a t i o n  i n t o  t h e  n e w  

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

t o  [A M E E T I N G  OF] t h e  m e m b e r s  o f  e a c h  c o n s o l i d a t i n g  c o o p e r a t i v e .  The 

n o t i c e  [OF T H E  M E E T I N G ]  s h a l l  h a v e  a t t a c h e d  to it a c o p y  o f  t h e  p r o­

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

(2) I f  t h e  p r o p o s e d  c o n s o l i d a t i o n  a n d  t h e  p r o p o s e d  a r t i c l e s  

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

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

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

a p p r o v e d  s h a l l  b e  e x e c u t e d  a n d  a c k n o w l e d g e d  on b e h a l f  o f  e a c h  c o n s o l­

i d a t i n g  c o o p e r a t i v e  b y  its p r e s i d e n t  o r  v i c e  p r e s i d e n t  a n d  its seal 

s h a l l  b e  a f f i x e d  a n d  a t t e s t e d  b y  its s e c r e t a r y .

* Sec. 21. A S  1 0 . 2 5 . 3 2 0  is a m e n d e d  t o  read:

Sec. 1 0 . 2 5 . 3 2 0 .  D I S S O L U T I O N  O F  C O O P E R A T I V E  T H A T  [WHICH] HAS 

C O M M E N C E D  B U S I N E S S .  A  c o o p e r a t i v e  t h a t  [WHICH] h a s  c o m m e n c e d  b u s i n e s s  

m a y  b «  d i s s o l v e d  in t h e  f o l l o w i n g  m a n n e r .

(1) T h e  p r o p o s i t i o n  t o  d i s s o l v e  s h a l l  b e  s u b m i t t e d  to  the 

m e m b e r s  o f  t h e  c o o p e r a t i v e  [AT A N  A N N U A L  O R  S P E C I A L  M E E T I N G ] . The 

n o t i c e  s h a l l  s t a t e  [SET FO R T H ]  t h e  p r o p o s i t i o n .

(2) T h e  [AT T H E  M E E T I N G  T H E  M E M B E R S  S H A L L  A P P R O V E ,  B Y  THE] 

a f f i r m a t i v e  v o t e  of n o t  l e s s  t h a n  t w o - t h i r d s  [A M A J O R I T Y ]  of all 

m e m b e r s  o f  t h e  c o o p e r a t i v e  is r e q u i r e d  to a p p r o v e  [,] t h e  p r o p o s i t i o n  

t o  d i s s o l v e  t h e  c o o p e r a t i v e .

(3) U p o n  a p p r o v a l ,  a c e r t i f i c a t e  of e l e c t i o n  t o  dissolve, 

h e r e a f t e r  d e s i g n a t e d  t h e  " c e r t i f i c a t e , "  e x e c u t e d  a n d  a c k n o w l e d g e d  on
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b e h a l f  o f  t h e  c o o p e r a t i v e  b y  its p r e s i d e n t  o r  v i c e  p r e s i d e n t  u n d e r  its 

seal, a t t e s t e d  b y  its s e c r e t a r y ,  s h a l l  b e  s u b m i t t e d  t o  t h e  c o m m i s s i o n­

e r  f o r  f i l i n g  t o g e t h e r  w i t h  an  a f f i d a v i t  b y  t h e  o f f i c e r  e x e c u t i n g  the 

c e r t i f i c a t e  s t a t i n g  t h a t  t h e  s t a t e m e n t s  in t h e  c e r t i f i c a t e  a r e  true. 

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

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

v o t e d  t o  d i s s o l v e  t h e  c o o p e r a t i v e .

* Sec. 22. A S  1 0 . 2 5 . 4 0 0  is a m e n d e d  t o  read:

Sec. 1 0 . 2 5 . 4 0 0 .  L I M I T A T I O N S  O N  D I S P O S I T I O N  O F  [A L L  THE] P R O P­

ERTY. A  c o o p e r a t i v e  m a y  n o t  o t h e r w i s e  sell, l e a s e ^  o r  d i s p o s e  o f  m o r e  

t h a n  15 p e r c e n t  o f  t h e  c o o p e r a t i v e ' s  t o t a l  assets, l e s s  d e p r e c i a t i o n ,  

a s  r e f l e c t e d  on  t h e  b o o k s  o f  t h e  c o o p e r a t i v e  at t h e  t i m e  o f  t h e  t r a n s­

a c t i o n  [ A L L  O R  A  S U B S T A N T I A L  P O R T I O N  O F  ITS P R O P E R T Y ]  u n l e s s  the 

t r a n s a c t i o n  is a u t h o r i z e d  b y  t h e  a f f i r m a t i v e  v o t e  o f  n o t  l e s s  th a n  

t w o - t h i r d s  [A M A J O R I T Y ]  of a l l  t h e  m e m b e r s  o f  t h e  c o o p e r a t i v e .  H o w­

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

v i s i o n  o f  law, t h e  b o a r d  o f  d i r e c t o r s  may, u p o n  t h e  a u t h o r i z a t i o n  of a 

m a j o r i t y  o f  t h o s e  m e m b e r s  o f  t h e  c o o p e r a t i v e  v o t i n g  o n  t h e  i s s u e  in an 

e l e c t i o n  in w h i c h  at  l e a s t  10 p e r c e n t  of  t h e  e l i g i b l e  m e m b e r s  r e t u r n  

b a l l o t s  [ P R E S E N T  A T  A  M E E T I N G  O F  T H E  M E M B E R S ] ,  sell, l e a s e ^  o r  o t h e r­

w i s e  d i s p o s e  o f  all o r  a s u b s t a n t i a l  p o r t i o n  o f  its p r o p e r t y  t o  a n o t h­

er  c o o p e r a t i v e  o r  t o  t h e  s t a t e  i f  t h e  s a l e  c o m p l i e s  w i t h  (d) of  this 

s e c t i o n  [ H O L D E R  O F  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  T O  THE 

H O L D E R  O F  A N  E V I D E N C E  OF  I N D E B T E D N E S S  I S S U E D  T O  T H E  U N I T E D  S T A T E S  OF 

A M E R I C A  O R  A N  A G E N C Y  O R  I N S T R U M E N T A L I T Y  O F  I T ] .

* Sec. 23. A S  1 0 . 2 5 . 4 0 0  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  t o  read:

(b) B e f o r e  a v o t e  t o  a u t h o r i z e  t h e  d i s p o s i t i o n  o r  s a l e  of  m o r e  

t h a n  15 p e r c e n t  o f  t h e  t o t a l  a s s e t s  of  t h e  c o o p e r a t i v e ,  o t h e r  t h a n  a 

v o t e  t o  a u t h o r i z e  d i s p o s i t i o n  o r  s a l e  to t h e  s t a t e  o r  a n o t h e r  
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2 7

2 8

c o o p e r a t i v e ,  t h e  b o a r d  of  '.lirectors s h a l l

(1) h a v e  t h e  r e a l  a n d  p e r s o n a l  p r o p e r t y  t h a t  is p r o p o s e d  

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

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

p r o p o s e d  b u y e r  o f  c o o p e r a t i v e  p r o p e r t y ;  t h e  f i r s t  p r o p o s e d  b u y e r  s hall 

a d v a n c e  t o  t h e  c o o p e r a t i v e  m o n e y  s u f f i c i e n t  to  p a y  f o r  t h e  a p p r a i s a l s ;

(2) n o t i f y  all c o o p e r a t i v e  m e m b e r s ,  a t  l e a s t  90 d a y s  in 

a d v a n c e ,  of  a v o t e  o n  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 p e r t y ;  t h e  n o t i c e  

m u s t  c o n t a i n  d e t a i l e d  p r o p o s a l s  f o r  d i s p o s i t i o n  of  t h e  p r o p e r t y ;

(3) a t  l e a s t  90 d a y s  b e f o r e  t h e  v ote, n o t i f y  all o t h e r  

c o o p e r a t i v e s  s i t u a t e d  a n d  o p e r a t i n g  in t h e  s t a t e  t h a t  t h e  p r o p e r t y  is 

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

a p p r a i s a l  o f  t h e  p r o p e r t y ;

(4) a t  l e a s t  30 d a y s  b e f o r e  t h e  vote, m a i l  t o  all m e m b e r s  

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

m e m b e r s  if a n  a l t e r n a t e  p r o p o s a l  s i g n e d  b y  a t  l e a s t  50 m e m b e r s  has 

b e e n  s u b m i t t e d  t o  t h e  b o a r d ,  t o g e t h e r  w i t h  a n y  r e c o m m e n d a t i o n  t h a t  the 

b o a r d  h a s  m a d e ;  a n d

(5) p l a c e  e a c h  p r o p o s a l  f o r  w h i c h  n o t i c e  h a s  b e e n  g i v e n  on 

t h e  b a l l o t .

(c) T h i s  s e c t i o n  d o e s  n o t  a p p l y  t o  t h e  t r a n s f e r  o f  c o o p e r a t i v e  

p r o p e r t y  u n d e r  A S  1 0 . 2 5 . 2 4 0  - 1 0 . 2 5 . 3 0 0 .

(d) T h e  s a l e  of a c o o p e r a t i v e  m a y  n o t  t a k e  e f f e c t  u n l e s s  the 

p u r c h a s e r  e x p r e s s l y  a g r e e s  t o  c o m p l y  w i t h  t h e  t e r m s  of e a c h  c o l l e c t i v e  

b a r g a i n i n g  a g r e e m e n t  e n t e r e d  i n t o  b e t w e e n  t h e  c o o p e r a t i v e  b e i n g  sold 

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

t h a t  is in e f f e c t  o n  t h e  d a t e  o f  sale.

* Sec. 24. T h e  a m e n d m e n t s  t o  A S  1 0 . 2 5 . 4 0 0  m a d e  b y  sec. 23 of  t h i s  A c t  

d o  n o t  a p p l y  t o  a s a l e  of c o o p e r a t i v e  p r o p e r t y  t h a t  w a s  a p p r o v e d  b y  the
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m e m b e r s  b e f o r e  t h e  e f f e c t i v e  d a t e  of  t h i s  Act.

* Sec. 25. A S  1 0 . 2 5 . 2 4 5  is r e p e a l e d .

* Sec. 26. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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A m endm ents  t o  E l e c t r i c  a n d  T e le p h o n e  
C o o p e r a t i v e  A c t  (AS 1 6 .2 5 )

Comments fro m  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  (ARECA)

The 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 t i v e  A c t  Mas o r i g i n a l l y  
e n a c t e d  i n  1959  a s  a v a r i a t i o n  o f  t h e  m odel  s t a t e  l e g i s l a t i o n  
recom m en ded  b y  t h e  R u r a l  E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n  (REA), a 
u n i t  Mi t h i n  t h e  U .S .  D e p a r tm e n t  o f  A g r i c u l t u r e .  The REA s e r v e s  a s  
t h e  p r i n c i p a l  b a n k e r  f o r  m o s t  e l e c t r i c  a nd  t e l e p h o n e  c o o p e r a t i v e s ,  
a n d  t h i s  r e l a t i o n s h i p  a c c o u n t s  f o r  t h e i r  s t r o n g  a nd  c o n t i n u i n g  
i n t e r e s t  i n  o u r  s t a t e  e n a b l i n g  l e g i s l a t i o n .

The e n v i r o n m e n t  M i t h i n  M hich t h e  c o o p s  o p e r a t e  h a s  c h a n g e d  
im m e n s e l y  d u r i n g  t h e  l a s t  2 9  y e a r s ,  a n d  t h e  o l d  m odel  a c t  no  l o n g e r  
c o v e r s  e v e r y t h i n g  t h a t  i s  n e e d e d  i n  A l a s k a  laM. T h e re  h a v e  b e e n  a 
num ber o f  am endm en ts  t o  A S  1 6 . 2 5  th r o u g h  t h e  y e a r s ,  a n d  some  
i n t e r n a l  i n c o n s i s t e n c i e s  M i t h i n  t h e  A c t  h a v e  r e s u l t e d  from  some o f  
t h o s e  am end m en ts .

ARECA h a d  a c o m m i t t e e  from  a c r o s s  t h e  s t a t e  s t u d y  AS 1 6 . 2 5  f o r  
a b o u t  a y e a r  t o  d e v e l o p  t h e  c h a n g e s  M hich a r e  n e e d e d  t o  c l e a r  up  
a m b i g u i t i e s ,  t o  p e r m i t  c o o p e r a i i v e s  t o  o p e r a t e  e f f i c i e n t l y ,  a n d  t o  
a s s u r e  p r o p e r  c o n t r o l  o f  t h e  c o o p e r a t i v e s  b y  t h e  m em bers. The 
d r a f t  p r e p a r e d  b y  t h a t  c o m m i t t e e  a n d  u n a n a m o u s ly  a p p r o v e d  b y  t h e  
m em bers o f  t h e  a s s o c i a t i o n  p r o v i d e d  t h e  s t a r t i n g  p l a c e  from  Mhich  
SB 3 6 9  a n d  HB 394 Mere p r e p a r e d .

M a i l _ V o t i n g
One k i n d  o f  c h a n g e  M hich  a p p e a r s  i n  n u m ero u s  l o c a t i o n s  

t h r o u g h o u t  t h e s e  b i l l s  i s  t o  c l e a r  up  t h e  c o n f l i c t i n g  la n g u a g e  on  
hoM m e m b e r s h ip  v o t e s  may b e  c o n d u c t e d .  The l e g i s l a t u r e  d e c i d e d  
l o n g  ago  t h a t  c o o p s  s h o u l d  h a v e  t h e  o p t i o n  o f  c o n d u c t i n g  e l e c t i o n s  
and  o t h e r  m e m b e r sh ip  v o t e s  b y  m a i l .  HoM ever, a num ber o f  s e c t i o n s  
s t i l l  r e f e r  t o  s u c h  d e c i s i o n s  b e i n g  made " a t  t h e  m e e t i n g .  " T h ese  
b i l l s  M ould  make i t  c l e a r  t h a t ,  i f  t h e  b y la M s s o  p r o v i d e ,  a l l  
m e m b e r s h ip  v o t e s  c a n  b e  c o n d u c t e d  b y  m a i l .

Idk£Q¥§Es/S£ll£uts
A s e c o n d  c h a n g e  M hich  r e q u i r e d  a m end m en ts  i n  s e v e r a l  s e c t i o n s  

i s  t o  m ake c e r t a i n  t h a t  a n y  p r o p o s e d  s a l e  o f  a c o o p e r a t i v e  i s  
c o n s i d e r e d  b y  an  i n f o r m e d  m e m b e r s h ip  a n d  t h a t  a d e c i s i o n  t o  s e l l  
m u s t  b e  a g r e e d  t o  b y  a s u b s t a n t i a l  p r o p o r t i o n  o f  t h e  m em bers  o f  t h e  
c o o p e r a t i v e  (S e c .  5 ,  18, 19 , 2 6 ) .  The s a l e  c r  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  i s  f i n a l  a n d  i r r e v e r s i b l e .  S uch  a m om entous  d e c i s i o n  
s h o u l d  n o t  b e  made l i g h t l y  o r  b y  a s i m p l e  m a j o r i t y .  I f  a p r o - s a l e  
m a j o r i t y  o n e  d a y  b eco m es  a m i n o r i t y  on  some o t h e r  d a y ,  t h e r e  i s  no  
May t o  u n s c r a m b le  t h e  e g g .  To p r o t e c t  t h e  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  m em bers a g a i n s t  t r a n s i t o r y  SM ings i n  p u b l i c  o p i n i o n ,  a 
l a r g e  m a j o r i t y  s h o u l d  b e  r e q u i r e d  t o  a g r e e  t o  t h e  d e a t h  o f  t h e  
c o o p e r a t i v e .  I n  t h e s e  b i l l s ,  a t M O - t h i r d s  m a j o r i t y  i s  p r o p o s e d .
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P o w e r s _ o f _ C q o g e r a t i v e s
The a u t h o r i t y  t o  m ake c o n t r i b u t i o n s  f o r  v a r i o u s  p u b l i c  p u r p o s e s  

(S e c .  1) i s  a d o p t e d  v e r b a t i m  fro m  t h e  law  g o v e r n i n g  a l l  o t h e r  t y p e s  
o f  c o o p e r a t i v e s  i n  t h i s  s t a t e  (AS 1 0 .1 5 .0 1 6  ( 1 2 ) ) .  A t y p i c a l  
i n s t a n c e  i n  M hich t h i s  a u t h o r i t y  i s  n e e d e d  i s  Mhen som e l o c a l  c i v i c  
o r  c h a r i t a b l e  g r o u p  p l a n s  an  e v e n t  f o r  M hich i t  n e e d s  a t e m p o r a r y  
s e r v i c e .  I n  m any s u c h  c a s e s ,  t h e  c o o p e r a t i v e  M ould  l i k e  t o  s u p p o r t  
t h e  l o c a l  e f f o r t  b y  m a k in g  an  i n - k i n d  c o n t r i b u t i o n  o f  t h e  t e m p o a r y  
s e r v i c e  d r o p  r a t h e r  t h a n  h a v i n g  t o  c h a r g e  a c c o r d i n g  t o  i t s  l i n e  
e x t e n s i o n  p o l i c y .  A n o t h e r  e x a m p le  i s  t o  p e r m i t  t h e  e l e c t r i c  c o o p s  
t o  p a r t i c i p a t e  i n  t h e  N a t i o n a l  E l e c t r i c  PoMer R e s e a r c h  I n s t i t u t e .

E l e c t r i c  c o o p e r a t i v e s  M ould  a l s o  b e  a u t h o r i z e d  t o  o p e r a t e  M as te  
h e a t  d i s t r i b u t i o n  s y s t e m s  (S e c .  2 ) .  S i n c e  1 9 8 6 , t h e  ii  g i s l a t u r e  h a s  
e n c o u r a g e d  t h e  u s e  o f  M a s te  h e a t ,  b u t  t h e  c o o p e r a t i v e s  h a v e  no  c l e a r  
a u t h o r i t y  t o  e n g a g e  i n  t h a t  b u s i n e s s .  The a u t h o r i t y  t o  o p e r a t e  an  
e x i s t i n g  s y s t e m  ( o t h e r  t h a n  M a s te  h e a t )  i s  i n t e n d e d  t o  p e r m i t  G o lden  
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  t o  o p e r a t e  t h e  F a i r b a n k s  d i s t r i c t  
h e a t i n g  s y s t e m  noM OMned b y  t h e  c i t y  i f  t h e  c i t y  s h o u l d  d e c i d e  t o  
d i v e s t  i t s e l f  o f  t h a t  s y s t e m .

Members
The p r o v i s i o n  t o  p e r m i t  c o o p e r a t i v e s  t o  r e q u i r e  m e m b e r sh ip  a s  a 

c o n d i t i o n  o f  s e r v i c e  (S e c .  4 ) i s  n e c e s s a r y  t o  p r o t e c t  t h e  c o o p s  from  
t h e  p o s s i b i l i t y  o f  l o s i n g  t h e i r  t a x  e x em p t  s t a t u s .  The I n t e r n a l  
R e v e n u e  S e r v i c e  ( IR S )  r e q u i r e s  c o o p e r a t i v e s  t o  g e t  n o t  l e s s  t h a n  8 5  
p e r c e n t  o f  t h e i r  r e v e n u e s  fro m  p r o v i d i n g  s e r v i c e  t o  m em bers.

The p r o v i s i o n  p r o h i b i t i n g  c o o p e r a t i v e s  f ro m  t e r m i n a t i n g  o r  
s u s p e n d i n g  m e m b e r s h ip s  (S e c .  4 )  u n l e s s  t h e i r  bylaM S e s t a b l i s h  t h e  
p r o c e d u r e ,  i s  a l s o  n e c e s s a r y  t o  k e e p  t h e  c o o p s  o u t  o f  t r o u b l e  M ith  
t h e  IRS . T e r m i n a t in g  o r  s u s p e n d i n g  a m e m b e r s h ip  M i th o u t  d u e  p r o c e s s  
c a n  c a u s e  t h e  l o s s  o f  a t a x  e x e m p t io n .  T h i s  p r o v i s i o n  Mas a d a p te d  
fro m  C a l i f o r n i a  C o r p o r a t e  Code 12416, A r t i c l e  4.

M o t , i c e _ o f_ M e e t in g s
The i n c r e a s e  i n  n o t i c e  r e q u i r e m e n t s  f o r  s p e c i a l  m e e t i n g s  o f  t h e  

m em bers (S e c .  5 )  i s  n e c e s s a r y  t o  g i v e  a d e q u a te  t i m e  f o r  t h e  
i n f o r m a t i o n a l  p r o c e s s e s  e s t a b l i s h e d  i n  S e c t i o n  2 6  t o  b e  u s e d  Mhen a 
s p e c i a l  m e e t i n g  i s  c a l l e d  t o  s e l l  a c o o p e r a t i v e .

B££££d-Date
E s t a b l i s h i n g  a r e c o r d  d a t e  f o r  t h e  r i g h t  t o  p a r t i c i p a t e  i n  

m e m b e r s h ip  m e e t i n g s  (S e c .  7) h e l p s  t o  e l i m i n a t e  d i s p u t e s  a s  t o  t h e  
l e g a l i t y  o f  a c t i o n s  t a k e n  b y  t h e  members on  h o t l y  c o n t e s t e d  i s s u e s  
a t  a n n u a l  o r  s p e c i a l  m e e t i n g s  o r  o t h e r  c o o p e r a t i v e  e l e c t i o n s .  T h is  
new s e c t i o n  Mas a d a p t e d  fro m  t h e  A la s k a  B u s i n e s s  C o r p o r a t i o n  A c t  
(AS 1 6 . 6 5 . 1 4 4 ) .

B££CM _Cgm £ensation
The p r i n c i p a l  c h a n g e  i n  S e c t i o n  8 i s  t o  c l a r i f y  t h e Jaw on t h e  

p a ym en t  o f  p e r  d ie m  t o  d i r e c t o r s .  The i n t e n t  i s  t o  make i t  c l e a r  
t h a t  d i r e c t o r s  c a n  b e  c o m p e n s a te d  f o r  t h e  d a y s  on  M hich t h e  d i r e c t o r  
i s  a t t e n d i n g  m e e t i n g s  i n  t h e  p e r fo r m a n c e  o f  d u t i e s ,  n o t  j u s t



a t t e n d a n c e  a t  f o r m a l  m e e t i n g s  o f  t h e  b o a rd .  H oM ever, t h e  la n g u a g e  
n e e d s  t o  b e  a m e n d e d  t o  m ake i t  c l e a r  t h a t  i t  i s  a d a y  r a t h e r  th a n  a 
m e e t i n g  M hich  a u t h o r i z e s  t h e  paym ent o f  p e r  d iem . ( I f  a d i r e c t o r  
M ere t o  go  t o  t h r e e  m e e t i n g s  on o n e  d a y ,  t h e  d i r e c t o r  s h o u l d  
r e c e i v e  o n e  p e r  d ie m  p a y m e n t ,  n o t  t h r e e . )  To a c c o m p l i s h  t h i s ,  on  
p a g e  6 , l i n e  1 2 ,  t h e  M ords "and a t  a "  s h o u l d  be  r e p l a c e d  M ith  "o r  
o t h e r .  "

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 nd  I n s u r a n c e
The neM l a n g u a g e  c o n t a i n e d  i n  S e c t i o n  9  i s  n e c e s s a r y  t o  p r o t e c t  

d i r e c t o r s  a n d  o f f i c e r s  fro m  i n d i v i d u a l  l i a b i l i t y  f o r  a c t i o n s  
p r o p e r l y  t a k e n  i n  t h e  c o u r s e  o f  t h e i r  d u t i e s .  S u b s e c t i o n  (a) 
l i m i t s  t h e  l i  b i l i t y ;  (b )  a u t h o r i z e s  t h e  c o o p e r a t i v e  t o  i n d e m n i f y  
t h e  d i r e c t o r s ; a n d  ( c )  a u t h o r i z e s  t h e  c o o p e r a t i v e  t o  b u y  d i r e c t o r s '  
a n d  o f f i c e r s '  l i a b i l i t y  i n s u r a n c e  a s  a May t o  p r o v i d e  t h e  
i n d e m n i f i c a t i o n .  S i m i l a r  l i m i t a t i o n s  on  p e r s o n a l  l i a b i l i t y  a r e  
p r o v i d e d  f o r  d i r e c t o r s  a n d  o f f i c e r s  o f  b u s i n e s s  c o r p o r a t i o n s  
(AS 1 0 . 0 5 . 0 1 6  ( g ) )  a n d  f o r  many non  p r o f i t  c o r p o r a t i o n s ,  p u b l i c  

h o s p i t a l s ,  p u b l i c  s c h o o l s ,  and  m u n i c i p a l i t i e s  (AS 9 . 17. 0 5 0 ) .

B2£tld_Meetjngs
B oard  m e e t i n g s  c o u l d  b e  c o n d u c te d  b y  t e l e c o n f e r e n c e  (S e c .  1 2 ) .

A s i m i l a r  p r o v i s i o n  i s  made f o r  b o a rd s  o f  b u s i n e s s  c o r p o r a t i o n s  
(AS 1 0 .0 5 .1 9 9  ( a ) ) .

S e v e r a l  s p e c i f i c  i t e m s  a r e  l i s t e d  M hich Mould p e r m i t  a b o a rd  o f  
d i r e c t o r s  co  m e e t  i n  e x e c u t i v e  s e s s i o n  (S e c .  1 3 ) .  E a c h  o f  t h e s e  
s p e c i f i c s  Mas t h o u g h t  t o  b e  e n c o m p a sse d  i n  t h e  g e n e r a l  r e a s o n s  f o r  
e x e c u t i v e  s e s s i o n s  l i s t e d  a s  1 -  3  Mhen t h i s  s t a t u t e  Mas e n a c t e d  i n  
1982. R e c e n t  c o u r t  d e c i s i o n s  h a v e  c a s t  some d o u b t  o n  t h a t  
a s s u p m t io n ,  s o  l i s t i n g  t h e s e  s p e c i f i c  i t e m s  i s  n e c e s s a r y .

The p e n a l t y  f o r  v i o l a t i o n s  o f  t h e  m e e t i n g s  s t a t u t e  n e e d s  t o  b e  
r e M r i t t e n  a s  i s  d o n e  i n  S e c t i o n  14 t o  p e r m i t  t h e  c o u r t  t o  d e t e r m in e  
t h e  a p p r o p r i a t e  e q u i t a b l e  r e l i e f .  U nder t h e  p r e s e n t  laM t h e  o n l y  
p e n a l t y  a u t h o r i z e d  i s  t o  v o i d  a n y  a c t i o n  t a k e n  a t  a m e e t i n g  n o t  i n  
c o m p l ia n c e  M i th  t h i s  s e c t i o n  o f  t h e Jaw. R e c e n t  c o u r t  d e c i s i o n s  
seem  t o  i n d i c a t e  t h a t  t h e r e  i s  no May t o  c o r r e c t  a c t i o n s  t a k e n  
i n c o r r e c t l y  o n c e  t h e y  h a v e  b e e n  v o id e d .  T h i s  c o u l d  c r i p p l e  a 
c o o p e r a t i v e  i f  a c t i o n  o n  a m a jo r  i t e m  l i k e  a power s u p p l y  c o n t r a c t  
Mere v o id e d .

E x a m in a t io n  o f  R e c o r d s
I n f o r m a t i o n  o n  s u b j e c t s  Mhich c a n  p r o p e r l y  b e  d i s c u s s e d  i n  

e x e c u t i v e  s e s s i o n  s h o u l d  a l s o  b e  p r o t e c t e d  i n  M r i t t e n  fo rm  (S ec .
1 5 ) .  For e x a m p l e ,  i t  d o e s  no  good  t o  go i n t o  e x e c u t i v e  s e s s i o n  t o  
d i s c u s s  an i n d i v i d u a l  c o n s u m e r ’ s  paym en t h i s t o r y  i f  t h e  r e c o r d s  o f  
t h a t  paym ent h i s t o r y  a r e  t h e m s e l v e s  a v a i l a b l e  f o r  i n s p e c t i o n .

L i m i t a t i o n s  o n  S a l e  o f  P r o p e r t y
I n  a d d i t i o n  t o  r e q u i r i n g  a i M O - th i r d s  v o t e  t o  s e l l  a 

c o o p e r a t i v e  a s  d i s c u s s e d  e a r l i e r ,  S e c t i o n  19  c l a r i f i e s  t h e  laM on  
e x a c t l y  M hich s a l e s  o f  c o o p  p r o p e r t y  m u s t  b e  r e f e r r e d  t o  a v o t e  o f  
t h e  members.



S e c t i o n  2 0  e s t a b l i s h e s  a p r o c e d u r e  f o r  h a v i n g  t h e  c o o p e r a t i v e ' s  
p r o p e r t y  a p p r a i s e d ,  i n f o r m i n g  t h e  m em bers ,  a n d  i n v i t i n g  c o m p e t i n g  
p r o p o s a l s .  The p u r p o s e  o f  t h i s  s e c t i o n  i s  t o  p r o t e c t  t h e  m em bers  
b y  m a k in g  s u r e  t h e y  know w ha t t h e  c o o p ' s  p r o p e r t y  i s  n o r t h  b e f o r e  
t h e y  v o t e  o n  a n  o f f e r  t o  b u y  i t .

He d o  p r o p o s e  t h a t  t h i s  s e c t i o n  b e  a m ended  on  p a g e  12, l i n e  11 
b y  c h a n g i n g  t h e  p h r a s e  " h a v e  t h i s  p r o p e r t y  a p p r a i s e d "  t o  "h a v e  a l l  
t h e  r e a l  a n d  p e r s o n a l  p r o p e r t y  p r o p o s e d  f o r  s a l e  a p p r a i s e d " .  The 
r e a s o n  f o r  t h i s  c h a n g e  i s  t o  i n f o r m  t h e  m em bers  a b o u t  t h e  v a l u e  o f  
p e r s o n a l  p r o p e r t y  s u c h  a s  l o n g - t e r m  p ow er  s u p p l y  c o n t r a c t s  w h ic h  
w o u ld  n o t  sh o w  u p  o n  t h e  b o o k s  o f  t h e  c o o p e r a t i v e .

S a l e _ g f _ G l a c i e r _ H i g h w a y _ E l e c t r i c _ R s s g c i a t i g n _ t o _ P l a s k a _ E l e c t r i c _  
L ig h t_ a n d _ P g w e r

The p o s s i b l e  m e r g e r  o f  t h e  tw o  u t i l i t i e s  i n  t h e  J u n e a u  a r e a  h a s  
b e e n  u n d e r  n e g o t i a t i o n , o f f  a n d  o n ,  f o r  a b o u t  2 0  y e a r s .  He do  n o t  
w an t t o  c h a n g e  t h e  r u l e s  r e g a r d i n g  t h a t  p o s s i b l e  t r a n s a c t i o n  when  
i t  i s  s o  n e a r  c o m p l e t i o n ,  A new s e c t i o n  on  " t r a n s i t i o n a l  
p r o v i s i o n s "  s h o u l d  b e  a d d e d  w h ic h  p r o v i d e s  t h a t  a n y  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  a p p r o v e d  b y  t h e  m em bers  u n d e r  AS 1 0 . 2 5 . 4 0 0  
b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  w i l l  b e  v a l i d  e v e n  i f  t h e  
t r a n s a c t i o n  i s  n o t  c o m p l e t e d  b y  t h e  e f f e c t i v e  d a t e .

A n o t h e r  new s e c t i o n  n e e d s  t o  b e  a d d e d  t o  r e p e a l  AS 1 0 .2 5 .2 4 5 .  
T h i s  s e c t i o n  was e n a c t e d  i n  1 98 0  a t  t h e  r e q u e s t  o f  SHEA, a nd  i t  was 
i n t e n d e d  t o  m ake  a m e r g e r  w i t h  AEL&P e a s i e r .  The n e g o t i a t i o n s  h a v e  
p r o v e d  t h i s  a p p r o a c h  n o t  t o  b e  p r a c t i c a l , a n d  i t  i s  n o t  u s e d  i n  t h e  
p r o p o s e d  s a l e  o f  GHEA t o  AEL&P. T h i s  s e c t i o n  s e r v e s  no  p u r p o s e ,  
a n d  we a s k  t h a t  i t  b e  r e p e a l e d .
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C H A P T E R  25. 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 T I V E  ACT.

A r t i c l e  1. S u b s t a n t i v e  P r o v i s i o n s .

Sec. 1 0 . 2 5 . 0 1 0 .  P o w e r s  of e l e c t r i c  or t e l e p h o n e  c o o p e r a t i v e .  
A n  e l e c t r i c  or t e l e p h o n e  c o o p e r a t i v e  m a y

(1) sue a n d  be s u e d  in its c o r p o r a t e  name;
(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  seal a n d  a l t e r  it;
(4) c o n s t r u c t ,  buy, lease, or o t h e r w i s e  a c q u i r e ,  a n d  eq u i p ,  

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 ,  or o t h e r w i s e  d i s p o s e  of or e n c u m b e r  lands, b u i l d i n g s ,  
s t r u c t u r e s ,  e l e c t r i c  or t e l e p h o n e  l i n e s  or s y s t e m s ,  fuel 
t r a n s p o r t a t i o n  and p r o d u c t i o n  f a c i l i t i e s ; dams, p l a n t s  and e q u i p­
ment, a n d  a n y  o t h e r  real or p e r s o n a l  p r o p e r t y ,  t a n g i b l e  or 
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  or a p p r o p r i a t e  to 
a c c o m p l i s h  the p u r p o s e  for w h i c h  the c o o p e r a t i v e  is o r g a n i z e d ;

(5) buy, lease, or 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  
and sell, a s s i g n ,  convey, m o r t g a g e ,  p l e d g e  or o t h e r w i s e  d i s p o s e  
of or e n c u m b e r  f r a n c h i s e s ,  rights, p r i v i l e g e s ,  l i c e n s e s  and e a s e­
m e n t s  ;

(6) b o r r o w  m o n e y  and 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 
i s s u e  e v i d e n c e s  of i n d e b t e d n e s s ,  a n d  s e c u r e  the p a y m e n t  of the 
i n d e b t e d n e s s  b y  m o r t g a g e ,  p l e dge, or d e e d  of t r u s t  of, or a n y  
o t h e r  e n c u m b r a n c e  u p o n  its real or p e r s o n a l  p r o p e r t y ,  assets, 
f r a n c h i s e s ,  or r e v e n u e s ;

(7) c o n s t r u c t ,  m a i n t a i n ,  a n d  o p e r a t e  e l e c t r i c  t r a n s m i s s i o n  
a n d  d i s t r i b u t i o n  lines, or t e l e p h o n e  l i nes along, upon, u n d e r  a n d  
a c r o s s  p u b l i c l y  o w n e d  l a nds and p u b l i c  t h o r o u g h f a r e s ,  i n c l u d i n g ,  
w i t h o u t  l i m i t a t i o n ,  all roads, h i g h w a y s ,  str e e t s ,  a l l eys, b r i d g e s  
a n d  c a u s e w a y s ;

(8) e x e r c i s e  the p o w e r  of e m i n e n t  d o m a i n ;
(9) b e c o m e  a m e m b e r  of o t h e r  c o o p e r a t i v e s  or c o r p o r a t i o n s  or 

o w n  s t o c k  in t h e m [ ;] or e n t e r  into j o int v e n t u r e s  w i t h  o t h e r  p e r­
sons , c o o p e r a t i v e s , c o r p o r a t i o n s ; the s t a t s  or a p o l i t i c a l  s u b­
d i v i s i o n  t h e r e o f ;

(10) c o n d u c t  its b u s i n e s s  and e x e r c i s e  its p o w e r s  i n s i d e  or 
o u t s i d e  the state;

(11) a d o p t ,  a m e n d  a n d  r e p e a l  b y l a w s ;
(12) m a k e  all c o n t r a c t s  n e c e s s a r y ,  c o n v e n i e n t  or a p p r o p r i a t e  

f or the full e x e r c i s e  of its p o w ers;
(13) d o n a t e  for the p u b l i c  w e l f a r e  or for c h a r i t a b l e , s c i e n­

tif i c  or e d u c a t i o n a l  p u r p o s e s ;
(14) do a n d  p e r f o r m  a n y  o t h e r  a c t  a n d  thing, a n d  have and 

e x e r c i s e  a n y  o t h e r  p o w e r  w h i c h  m a y  be n e c e s s a r y ,  c o n v e n i e n t  or 
a p p r o p r i a t e  to a c c o m p l i s h  the p u r p o s e  for w h i c h  the c o o p e r a t i v e  
is o r g a n i z e d .  (§ 4(1) ch 93 S L A  1959)
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Sec. 1 0 . 2 5 . 0 2 0 .  P o w e r s  of e l e c t r i c  c o o p e r a t i v e .  An  e l e c t r i c  
c o o p e r a t i v e  m a y

2 (1) e i t h e r  j o i n t l y  or i n d i v i d u a l l y , g e n e r a t e ,  m a n u f a c t u r e ,
20 p l a n  f o r , p u r c h a s e ,  a c q u i r e ,  a c c u m u l a t e  and t r a n s m i t  e l e c t r i c  

e n e r g y  and heat, and d i s t r i b u t e ,  sell, s u p p l y  and d i s p o s e  of 
e l e c t r i c  e n e r g y  and h e a t  to its m e m b e r s ,  to g o v e r n m e n t a l  a g e n c i e s  
a n d  p o l i t i c a l  s u b d i v i s i o n s ,  a n d  to o t h e r  p e r s o n s  not e x c e e d i n g  10 
pe r  ce n t  of the n u m b e r  of its m e m b e r s ;  h o w e v e r ,  a c o o p e r a t i v e  
w h i c h  a c q u i r e s  e x i s t i n g  e l e c t r i c  f a c i l i t i e s  m a y  c o n t i n u e  s e r v i c e  
to p e r s o n s ,  not in e x c e s s  of 40 p e r  c e n t  of the n u m b e r  of its 
m e m b e r s ,  w h o  a r e  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 m  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  t h e m  to b e c o m e  m e m b e r s ,  and t h e s e  p e r s o n s  may 
b e c o m e  m e m b e r s  upon the t e r m s  as m a y  be p r e s c r i b e d  in the bylaws;

•. (2) a s s i s t  p e r s o n s  to w h o m  e l e c t r i c  e n e r g y  is or w i l l  be 
s u p p l i e d  by the 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 m i s e s  a n d  in 
a c q u i r i n g  a n d  i n s t a l l i n g  e l e c t r i c a l  and p l u m b i n g  a p p l i a n c e s ,  
e q u i p m e n t ,  f i x t u r e s  a n d  a p p a r a t u s  by f i n a n c i n g  them, a n d  in c o n­
n e c t i o n  w i t h  t h e s e  s e r v i c e s  w i r e  or h a v e  w i r e d  the p r e m i s e s ,  and 
buy, ac q u i r e ,  lease, sell, d i s t r i 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  and p l u m b i n g  a p p l i a n c e s ,  e q u i p m e n t ,  f i x t u r e s  and a p p a r­
atu s  ;

(3) a s s i s t  p e r s o n s  to w h o m  e l e c t r i c  e n e r g y  is or w i l l  be 
s u p p l i e d  by the 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 ,  m a i n t a i n­
ing and 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  or p r o c e s s i n g  pl a n t s  by 
f i n a n c i n g  t h e m  or o t h e r w i s e  [. ]j_ and

(4) p a r t i c i p a t e  in 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  in the 
s e r v i c e  area of the c o o p e r a t i v e . (§ 4(2) ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 0 3 0 .  P o w e r s  of t e l e p h o n e  c o o p e r a t i v e .  A 
t e l e p h o n e  c o o p e r a t i v e  m a y

(1) fur n i s h ,  i m p r o v e  a n d  e x p a n d  t e l e p h o n e  s e r v i c e  and 
r e l a t e d  t e l e c o m m u n i c a t i o n s  s e r v i c e  to its m e m b e r s ,  and to other 
u s e r s  not in e x c e s s  of 10 p e r c e n t  of the n u m b e r  of its members; 
ho w e v e r ,  t e l e p h o n e  s e r v i c e  m a y  be m a d e  a v a i l a b l e  by a c o o p e r a t i v e  
t h r o u g h  i n t e r c o n n e c t i o n  of f a c i l i t i e s  to any n u m b e r  of s u b s c r i b­
ers of o t h e r  t e l e p h o n e  s y s t e m s ,  and t h r o u g h  p a y  s t a t i o n s  to any 
n u m b e r  of us e r s ,  and a c o o p e r a t i v e  w h i c h  a c q u i r e s  e x i s t i n g  
t e l e p h o n e  f a c i l i t i e s  m a y  c o n t i n u e  s e r v i c e  to p e r s o n s ,  not 
e x c e e d i n g  40 p e r c e n t  of the n u m b e r  of its m e m b e 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 m  the 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  
t h e m  to b e c o m e  m e m b e r s ,  a n d  t h e s e  p e r s o n s  m a y  b e c o m e  m e m b e r s  up o n  
t e rms as m a y  be p r e s c r i b e d  in the bylaws;

(2) c o n n e c t  and i n t e r c o n n e c t  its t e l e p h o n e  lines, f a c i l i t i e s  
or s y s t e m s  w i t h  o t h e r  t e l e p h o n e  lines, f a c i l i t i e s  or systems;

(3) m a k e  its f a c i l i t i e s  a v a i l a b l e  to p e r s o n s  f u r n i s h i n g  
t e l e p h o n e  s e r v i c e  i n s i d e  or o u t s i d e  the state. (§ 4(3) ch 93 
S L A  1959; am  § 1 ch 136 S L A  1982)
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Sec. 1 0 . 2 5 . 0 4 0 .  Name. The n a m e  of a c o o p e r a t i v e  s hall 
i n c l u d e  the w o r d s  " e l e c t r i c "  or " t e l e p h o n e , "  as a p p r o p r i a t e  to 
its p u r p o s e ,  a n d  " c o o p e r a t i v e , "  a.'d the a b b r e v i a t i o n  "in c . "  The 
n a m e  of a c o o p e r a t i v e  s h a l l  be d i s t i n c t  f r o m  the n a m e  of o t h e r  
c o o p e r a t i v e s  or c o r p o r a t i o n s  o r g a n i z e d  u n d e r  the laws of or 
a u t h o r i z e d  to d o  b u s i n e s s  in this state. Th i s  s e c t i o n  does not 
a p p l y  to a c o r p o r a t i o n  w h i c h  b e c o m e s  s u b j e c t  to this c h a p t e r  by 
c o m p l i a n c e  w i t h  §§ 290 a n d  300 o r  600 of this c h a p t e r  and w h i c h
e l e c t s  to r e t a i n  a c o r p o r a t e  na m e  w h i c h  d o e s  n o t  c o m p l y  w i t h  this
s e c t i o n .  (§ 5 ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 0 5 0 .  I n c o r p o r a t o r s .  F i v e  or m o r e  p e r s o n s ,  
i n c l u d i n g  c o o p e r a t i v e s ,  m a y  o r g a n i z e  a c o o D e r a t i v e .  (§ 6 ch 93 
S L A  1959)

Sec. 1 0 . 2 5 . 0 6 0 .  A r t i c l e s  of i n c o r p o r a t i o n .  (a) The a r t i c l e s  
of i n c o r p o r a t i o n  of a c o o p e r a t i v e  s h a l l  r e c i t e  that th e y  are e x e­
c u t e d  u n d e r  this c h a p t e r  a n d  s h a l l  s t a t e

(1) the na m e  of the c o o p e r a t i v e ;
(2) the a d d r e s s  of its p r i n c i p a l  office;
(3) the n a mes and the a d d r e s s e s  of the i n c o r p o r a t o r s ;
(4) the n ames and a d d r e s s e s  of its d i r e c t o r s ;
(b) The a r t i c l e s  m a y  c o n t a i n  any p r o v i s i o n s  not i n c o n s i s t e n t  

w i t h  this c h a p t e r  w h i c h  a r e  c o n s i d e r e d  n e c e s s a r y  or a d v i s a b l e  for 
the c o n d u c t  of its b u s i n e s s .  The a r t i c l e s  s h a l l  be s i g n e d  by 
e a c h  i n c o r p o r a t o r  and a c k n o w l e d g e d  by at l e a s t  two of the i n c o r­
po r a t o r s ,  or on t h e i r  b e h alf, if th e y  a r e  c o o p e r a t i v e s .  It is
n o t  n e c e s s a r y  to r e c i t e  in the a r t i c l e s  the p u r p o s e  for w h i c h  the 
c o o p e r a t i v e  is o r g a n i z e d  or any of its c o r p o r a t e  p o w e r s .  (§ 7 
ch  93 S L A  1959)

Sec. 1 0 . 2 5 . 0 7 0 .  B y l a w s .  The b o a r d  of d i r e c t o r s  s h a l l  a d o p t  
the f i r s t  b y l a w s  of a c o o p e r a t i v e  to be a d o p t e d  f o l l o w i n g  an 
i n c o r p o r a t i o n ,  c o n v e r s i o n ,  m e r g e r  or c o n s o l i d a t i o n .  T h e r e a f t e r  
the d i s t r i c t  d e l e g a t e s  in c o o p e r a t i v e s  h a v i n g  t h r e e  or more 
d i s t r i c t s  that are not c o n n e c t e d  by a r o a d  s y s t e m  to a n o t h e r  
d i s t r i c t  of the c o o p e r a t i v e  m a y  adopt, amend, or r e p e a l  the 
b y l a w s  oy the a f f i r m a t i v e  v o t e  of a m a j o r i t y  of the d i s t r i c t  
d e l e g a t e s  v o t i n g  on the a d o p t i o n ,  a m e n d m e n t ,  or r e p e a l  at a 
m e e t i n g  of the d i s t r i c t  d e l e g a t e s .  In all o t h e r  c o o p e r a t i v e s  the 
m e m b e r s  s h all adopt, amend, or r e p e a l  the b y l a w s  by the a f f i r­
m a t i v e  vo t e  of a m a j o r i t y  of the m e m b e r s  v o t i n g  on the adoption, 
a m e n d m e n t ,  or r e p e a l ^  [either at a m e e t i n g  of the m e m b e r s  or by 
m a i l  b a l l o t  w i t h o u t  a m e e t i n g . ]  The b y l a w s  s h a l l  set out the 
r i g h t s  and d u t i e s  of m e m b e r s ,  d i s t r i c t  d e l e g a t e s ,  and d i r e c t o r s  
a n d  m a y  c o n t a i n  o t h e r  p r o v i s i o n s  for the r e g u l a t i o n  a n d  m a n a g e­
m e n t  of the a f f a i r s  of the 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  this 
c h a p t e r  or w i t h  the a r t i c l e s  of i n c o r p o r a t i o n  of the c o o p e r a t i v e .  
(§ 8 ch 93 S L A  1959; a m  § 1 ch  136 S L A  1968; a m  § 1 ch 120 S L A  
1986 )
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Sec. 1 0 . 2 5 . 0 8 0 .  M e m b e r s .  E a c h  i n c o r p o r a t o r  of a c o o p e r a t i v e  
s h a l l  be a m e m b e r  of the c o o p e r a t i v e  or of a n o t h e r  c o o p e r a t i v e  
t h a t  is a m e m b e r  of it. No p e r s o n  m a y  b e c o m e  a m e m b e r  unless 
t h a t  p e r s o n  a g r e e s  to use e l e c t r i c  e n e r g y ,  or t e l e p h o n e  s ervice, 
or o t h e r  s e r v i c e s  f u r n i s h e d  by the c o o p e r a t i v e  w h e n  they are m a d e  

19 a v a i l a b l e  t h r o u g h  its f a c i l i t i e s .  T h e  b y l a w s  m a y  r e q u i r e  m e m­
b e r s h i p  as a c o n d i t i o n  of o b t a i n i n g  s e r v i c e  f r o m  the c o o p e r a t i v e . 
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 .  The b y l a w s  m a y  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 m i t a t i o n s  on m e m b e r s h i p .  T h e  b y l a w s  m a y  p r o v i d e  

6 for the t e r m i n a t i o n  or s u s p e n s i o n of m e m b e r s h i p , p r o v i d e d  that no
m e m b e r s h i p  m a y  be t e r m i n a t e d  u n x e s s  the p r o c e d u r e s  for t e r­
m i n a t i o n  a r e  c o n t a i n e d  in the b y l a w s . (§ 9 ch 93 S L A  1959; am
§ 1 ch  66 S L A  1982)

s

Sec. 1 0 . 2 5 . 0 9 0 .  M e e t i n g s  of m e m b e r s .  (a) An a n n u a l  m e e t i n g  
of the m e m b e r s  of a c o o p e r a t i v e  s h all be h e l d  at the time anf 
p l a c e  p r o v i d e d  in the bylaws. A n  a n n u a l  m e e t i n g  of the m e m b e r s  
of a c o o p e r a t i v e  w h i c h  has be e n  d i v i d e d  i n t o  d i s t r i c t s  as p r o­
v i d e d  for in § 190 of this c h a p t e r  m a y  c o n s i s t  of s e p a r a t e  a n n u a l  
m e e t i n g s  of the m e m b e r s  of ea c h  d i s t r i c t .

(b) S p e c i a l  m e e t i n g s  of the m e m b e r s  or d i s t r i c t  d e l e g a t e s  
m a y  be c a l l e d  by  a m a j o r i t y  of the b o a r d  of d i r e c t o r s  or by not 
less than 10 p e r  c e n t  of all m e m b e r s  or 10 p e r  ce n t  of all 
d i s t r i c t  d e l e g a t e s .  A  s p e c i a l  m e e t i n g  of the m e m b e r s  of a 
c o o p e r a t i v e  w h i c h  has been d i v i d e d  into d i s t r i c t s  as p r o v i d e d  for 
in § 190 of this c h a p t e r  m a y  c o n s i s t  of s e p a r a t e  s p e c i a l  m e e t i n g s  
of the m e m b e r s  of e a c h  d i s t r i c t .

(c) A n  a n n u a l  m e e t i n g  of d i s t r i c t  d e l e g a t e s  of a c o o p e r a t i v e  
s h a l l  be h e l d  at the time and p l a c e  p r o v i d e d  in the bylaws.
(§ 10(1) (2) ch 93 S L A  1959; a m  § 2 ch 136 S L A  1968)

Sec. 1 0 . 2 5 . 1 0 0 .  N o t i c e  of m e e t i n g s .  E x c e p t  as o t h e r w i s e  
p r o v i d e d  in th 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  the time and 

7 p l a c e  of [each] the ann u a l  m e e t i n g  of the m e m b e r s  or d i s t r i c t
d e l e g a t e s  [and, in the ca s e  of a s p e c i a l  m e e t i n g ,  the p u r p o s e  or 
p u r p o s e s  for w h i c h  the m e e t i n g  is c a l l e d , ]  s h a l l  be g i v e n  to e a c h  
m e m b e r  or d i s t r i c t  d e l e g a t e ,  e i t h e r  p e r s o n a l l y  or by mail, not 
less than 20 d a y s  nor m o r e  t h a n  40 d a y s  b e f o r e  the d a t e  of the 
m e e t i n g .  N o t i c e  of a s p e c i a l  m e e t i n g  of the m e m b e r s , tog e t h e r  
w i t h  n o t i c e  of the p u r p o s e  or p u r p o s e s  for w h i c h  the m e e t i n g  is 

7 c a l l e d , s h a l l  be g i v e n  to e a c h  m e m b e r  or d i s t r i c t  d e l e g a t e ,
e i t h e r  p e r s o n a l l y  or by m a i l , not less t h a n  90 days nor m o r e  th a n  
120 d a y s  b e f o r e  the d a t e  of the m e e t i n g . If m 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 e s  mail 
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  to the m e m b e r  or d i s t r i c t  d e l e g a t e  
at  his a d d r e s s  as it a p p e a r s  on the r e c o r d s  of the c o o p e r a t i v e .
(§ 10(3) ch 93 S L A  1959; a m  § 3 ch 136 S L A  1968)
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Sec. 1 0 . 2 5 . 1 1 0 .  Q u o r u m  r e q u i r e m e n t s .  (a) Unless t h e  bylaws 
p r e s c r i b e  the p r e s e n c e  of a g r e a t e r  p e r c e n t a g e  or n u m b e r  of the 
m e m b e r s  f o r  a q u o r u m ,  a q u o r u m  for the t r a n s a c t i o n  of b u s i n e s s  at 
al l  m e e t i n g s  of the m e m b e r s  of a c o o p e r a t i v e  or the m e m b e r s  of a 
d i s t r i c t  of a c o o p e r a t i v e  h a v i n g  n o t  m o r e  than 1,000 m e m b e r s  is
f i v e  p e r  c e n t  of all m e m b e r s ,  p r e s e n t  in p e r s o n ,  a n d  a q u o r u m  for
t h e  t r a n s a c t i o n  of b u s i n e s s  of the m e m b e r s  of a c o o p e r a t i v e  or 
the m e m b e r s  of a d i s t r i c t  of a c o o p e r a t i v e  h a v i n g  m o r e  than 1 , 000 
m e m b e r s  is 50 m e m b e r s ,  p r e s e n t  in p e r s o n .  If less than a q u o r u m  
is p r e s e n t  at a m e e t i n g ,  a m a j o r i t y  of t h o s e  p r e s e n t  in person 
m a y  a d j o u r n  the m e e t i n g  f r o m  time to ti m e  w i t h o u t  f u r t h e r  notice.

(b) U n l e s s  the b y l a w s  p r e s c r i b e  the p r e s e n c e  of a g r e a t e r
p e r c e n t a g e  of the d i s t r i c t  d e l e g a t e s  for a quorum, a q u o r u m  for
the t r a n s a c t i o n  of b u s i n e s s  at all m e e t i n g s  of the d i s t r i c t  d e l e­
g a t e s  of a c o o p e r a t i v e  is 25 per c e n t  of a l l  d i s t r i c t  d e l e g a t e s .
(§ 10(4) c h  93 S L A  1959; am § 4 ch  136 S L A  1968)

Sec. 1 0 . 2 5 . 1 2 0 .  V o t i n g .  E a c h  m e m b e r  is e n t i t l e d  to one vote
5 o n  e a c h  m a t t e r  s u b m i t t e d  to a v o t e  [(1) a t  a m e e t i n g  of the m e m­

bers  or (2) by  m a i l  b a l l o t  p e r m i t t e d  b y  AS 1 0 . 2 5 . 0 7 0 ] .  Each 
m e m b e r  of a d i s t r i c t  is e n t i t l e d  to o n e  v o t e  on each m a t t e r  sub-

8 m i t t e d  to a v o t e  at a d i s t r i c t  m e e t i n g .  A  m e m b e r  is not e n t i t l e d  
to v o t e  by proxy. V o t i n g  [at a m e e t i n g  s h a l l  be in pers o n ,  but], 
if the b y l a w s  so p r o v i d e ,  m a y  [also] be b y  mail. (§ 10(5) ch 93 
S L A  1959; a m  § 2 ch 136 S L A  1982; a m  § 2 c h  120 SLA 1986)

9 Sec. 1 0 . 2 5 . 1 2 5 .  R e c o r d  d a t e . T o  d e t e r m i n e  the m e m b e r s  
e n t i t i e d  to n o t i c e  of a m e e t i n g  of the m e m b e r s , or to v o t e  on a 
m a t t e r  w h i c h  is to be s u b m i t t e d  to a v o t e  of the m e m b e r s , or in 
o r d e r  to m a k e  a d e t e r m i n a t i o n  of m e m b e r s  f o r  a n y  o t her proper 
p u r p o s e , the b o a r d  of d i r e c t o r s  m a y  fix in a d v a n c e  a d a t e  as the 
r e c o r d  d a t e  for the d e t e r m i n a t i o n  of m e m b e r s . If no re c o r d  d a t e  
is f i x e d  for the d e t e r m i n a t i o n  of m e m b e r s  e n t i t l e d  to no t i c e  of a 
m e e t i n g  of m e m b e r s  or to v o t e  on a m a t t e r  w h i c h  is to be sub­
m i t t e d  to a v o t e  of the m e m b e r s , the d a t e  on w h i c h  no t i c e  of the 
m e e t i n g  is f i r s t  m a i l e d  or n o t i c e  of m a i l  v o t i n g  is f i r s t  m a i l e d , 
is the re c o r d  d a t e  for the d e t e r m i n a t i o n  of m e m b e r s■ W h e n  a 
d e t e r m i n a t i o n  of m e m b e r s  e n t i t l e d  to v o t e  a t  a m e e t i n g  of m e m b e r s  
is m a d e , the d e t e r m i n a t i o n  a p p l i e s  to an a d j o u r n m e n t  of the 
m e e t i n g .

Sec. 1 0 . 2 5 . 1 3 0 .  W a i v e r  of n o t i c e .  A  p e r s o n  e n t i t l e d  to 
n o t i c e  of a m e e t i n g  m a y  w a i v e  n o t i c e  in w r i t i n g  e i t h e r  be f o r e  or 
a f t e r  the m e e t i n g .  A t t e n d a n c e  at a m e e t i n g  is a wa i v e r  of n o t i c e  
of the m e e t i n g ,  u n l e s s  t h e  p e r s o n  a t t e n d s  s o l e l y  to o b j e c t  to the 
t r a n s a c t i o n  of b u s i n e s s  b e c a u s e  the m e e t i n g  has not been l e g ally 
c a l l e d  or c o n v e n e d .  (§ 11 ch 93 S L A  1959)
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10

11

12(a)

12(b)

12(c)

(tjw®

Sec. 1 0 . 2 5 . 1 4 0 .  B o a r d  o f  d i r e c t o r s .  The 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  be m a n a g e d ' b y  a b o a r d  of n o t  less than five 
d i r e c t o r s ,  e a c h  of w h o m  s h a l l  be a m e m b e r  of the c o o p e r a t i v e  or 
o f  a n o t h e r  c o o p e r a t i v e  w h i c h  is a m e m b e r  of it. T h e  b y l a w s  s h a l l  
p r e s c r i b e  the n u m b e r  of d i r e c t o r s ,  t h e i r  q u a l i f i c a t i o n s  o t h e r  
t h a n  t h o s e  p r e s c r i b e d  in th i s  c h a p t e r ,  a n d  the m a n n e r  of h o l d i n g  
m e e t i n g s  of t h e  board of d i r e c t o r s  a n d  of e l e c t i n g  S u c c e s s o r s  to 
d i r e c t o r s  w h o  resign, die, or  are o t h e r w i s e  i n c a p a b l e  of a c t i n g .  
T h e  b y l a w s  m a y  p r o v i d e  for t h e  r e m o v a l  for c a u s e  of d i r e c t o r s  
f r o m  o f f i c e  a n d  for the e l e c t i o n  of t h e i r  s u c c e s s o r s .  D i r e c t o r s  
s h a l l  not r e c e i v e  sa l a r i e s  f o r  the s e r v i c e s  as d i r e c t o r s  and, 
e x c e p t  in e m e r g e n c i e s ,  shall not r e c e i v e  s a l a r i e s  for their s e r­
vi 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  the a p p r o v a l  of the m e m b e r s .  
T h e  b y l a w s  may, however, p r e s c r i b e  a f i x e d  fee for each d a y  of 
a t t e n d a n c e  at m e e t i n g s  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  the c o o p e r a­
tive [for a t t e n d a n c e  at each m e e t i n g  of the b o a r d  of d i r e c t o r s ]  
a n d  m a y  p r o v i d e  for i n s u r a n c e  and r e i m b u r s e m e n t  of ac t u a l  
e x p e n s e s  i n c u r r e d  w hile p e r f o r m i n g  t h e i r  d u t i e s  as d i r e c t o r s  [of 
a t t e n d a n c e ] .  (§ 12(1) ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 1 4 5 .  L i a b i l i t y  a n d  i n d e m n i f i c a t i o n  of o f f i c e r s , 
d i r e c t o r s , e m p l o y e e s  and a g e n t s : I n s u r a n c e .  (a ) A  d i r e c t o r ,
o f f i c e r , e m p l o y e e  or a gent of the c o o p e r a t i v e  is not i n d i v i d u a l l y  
l i a b l e  for a n y  a c t i o n , i n a c t i o n  or o m i s s i o n  e x c e p t  for any 
a c t i o n , i n a c t i o n  or o m i s s i o n  w h i c h  the d i r e c t o r , o f f i c e r , 
e m p l o y e e  or a g e n t  did not r e a s o n a b l y  b e l i e v e  to be in or not 
o p p o s e d  to the best i n t e r e s t s  of the 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  the a r t i c l e s  of i n c o r p o r a t i o n  or 
b y l a w s , the c o o p e r a t i v e  shall i n d e m n i f y  a d i r e c t o r , o f f i c e r , 
e m p l o y e e  or a g e n t  of the c o o p e r a t i v e , or .a p e r s o n  w h o  is or was 
s e r v i n g  at the r e q u e s t  of the c o o p e r a t i v e  as a d i r e c t o r , o f f i c e r , 
e m p l o y e e  or a g e n t  of a n o t h e r  c o o p e r a t i v e  c o r p o r a t i o n , joint v e n­
ture , t r u s t  or o t her e n t e r p r i s e ,  who is a p a r t y  or is t h r e a t e n e d  
to be m a d e  a p a r t y  to a t h r e a t e n e d ,  p e n d i n g  or c o m p l e t e d  a c t i o n  
or p r o c e e d i n g , w h e t h e r  c i v i l , c r i m i n a l , a d m i n i s t r a t i v e  or 
i n v e s t i g a t i v e , a g a i n s t  e x p e n s e s  (i n c l u d i n g  a t t o r n e y  f e e s ), 
j u d g m e n t s , f i n e s , and a m o u n t s  p a i d  in s e t t l e m e n t  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  by him in c o n n e c t i o n  w i t h  the d e f e n s e , 
s e t t l e m e n t , a c t i o n  or p r o c e e d i n g , e x c e p t  for a n y  a c t i o n , i n a c t i o n  
or o m i s s i o n  w h i c h  the d i r e c t o r , o f f i c e r , e m p l o y e e  or a g ent d i d  
not r e a s o n a b l y  b e l ieve to be in or not o p p o s e d  to the best 
i n t e r e s t s  of the c o o p e r a t i v e , a n d , w i t h  r e s p e c t  to a c r i m i n a l  
a c t i o n  or p r o c e e d i n g , had no r e a s o n a b l e  c a u s e  to b e l i e v e  his c o n­
du c t  was u n l a w f u l .

(c ) A  c o o p e r a t i v e  m a y  p u r c h a s e  and m a i n t a i n  i n s u r a n c e  on 
b e h a l f  of a d i r e c t o r , o f f i c e r , e m p l o y e e  or a g e n t  of the c o o p e r a­
tive  , or w h o  is or was s e r v i n g  at the r e q u e s t  of the c o o p e r a t i v e  
as a d i r e c t o r , o f f i c e r , e m p l o y e e  or a g e n t  of a n o t h e r  c o o p e r a t i v e  
c o r p o r a t i o n , joint v e n t u r e , t r u s t  or o t h e r  e n t e r p r i s e  a g a i n s t  a n y  
l i a b i l i t y  a s s e r t e d  a g a i n s t  h i m  and i n c u r r e d  by h i m  in such a
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12(c) c a p a c i t y , or a r i s i n g  out of his st a t u s  as s u c h , w h e t h e r  or not 
conc'd t h e  c o o p e r a t i v e  w o u l d  h a v e  the p o w e r  to i n d e m n i f y  h i m  a g a i n s t  the 

l i a b i l i t y  u n d e r  the p r o v i s i o n s  of this s e c t i o n .

Sec. 1 0 . 2 5 . 1 5 0 .  T e r m  of o f f i c e  of d i r e c t o r s .  T h e  d i r e c t o r s  
o f  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  of 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  or c o n v e r s i o n  ho l d  o f f i c e  u n t i l  the ne x t  
a n n u a l  m e e t i n g  of the m e m b e r s  and u n t i l  t h e i r  s u c c e s s o r s  are 

5 e l e c t e d  and q u a l i f y .  [At ea c h  a n n u a l  m e e t i n g ,  or in c a s e  of
f a i l u r e  to h o l d  the a n n u a l  m e e t i n g  as s p e c i f i e d  in the bylaws, at 
a s p e c i a l  m e e t i n g  c a l l e d  for that pur p o s e ,  the m e m b e r s  shall 
e l e c t  d i r e c t o r s  to h o l d  o f f i c e  u ntil the ne x t  a n n u a l  m e e t i n g  of 
t h e  m e m b e r s ,  e x c e p t  as o t h e r w i s e  p r o v i d e d  in this c h a p t e r . ]  Each 
d i r e c t o r  h o l d s  o f f i c e  for the term for w h i c h  he is e l e c t e d  and 
u n t i l  his s u c c e s s o r  is e l e c t e d  and qualifies., (§ 12(2) ch 93 SLA 
1 9 5 9  )

Sec. 1 0 . 2 5 . 1 6 0 .  S t a g g e r e d  terms of o f f i c e  for d i r e c t o r s .  
I n s t e a d  of 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  t h a t  d i r e c t o r s  s h a l l  be e l e c t e d  for terms not to e x c e e d  
t h r e e  years, or u n t i l  t h e i r  s u c c e s s o r s  are e l e c t e d  a n d  qualify, 
a n d  t h a t  the t e rms of d i r e c t o r s  shall be s t a g g e r e d  so that one- 
t h i r d  of the d i r e c t o r s ,  or a n u m b e r  as c l o s e  to o n e - t h i r d  as 

5 p o s s i b l e ,  s h a l l  be e l e c t e d  ea c h  ye a r  [at e a c h  a n n u a l  m e e t i n g ] .
(§ 12(3) ch 93 S L A  1959) “

Sec. 1 0 . 2 5 . 1 7 0 .  Q u o r u m  of board. A m a j o r i t y  of the board of 
d i r e c t o r s  c o n s t i t u t e s  a q u o r u m .  (§ 12(4) ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 1 7 5 .  B o a r d  m e e t i n g s  op e n  e x c e p t i o n s .  (a) A 
m e e t i n g  of the b o a r d  of d i r e c t o r s  m a y  be a t t e n d e d  by m e m b e r s  of 
t h e  c o o p e r a t i v e .  E x c e p t  wh e n  v oice v o t e s  are a u t h o r i z e d ,  a vote 
s h a l l  be c o n d u c t e d  in su c h  a m a n n e r  that the m e m b e r s  m a y  k n o w  the 

14(c) v o t e  of e a c h  p e r s o n  e n t i t l e d  to vote. For p u r p o s e s  of this s e c­
ti o n  , a m e e t i n g  is d e f i n e d  as a m e e t i n g  at w h i c h  t h e r e  occurs the
d e l i b e r a t i o n s  of at l e a s t  the number of i n d i v i d u a l  d i r e c t o r s  
r e q u i r e d  to t a k e  a c t i o n  on behalf of the c o o p e r a t i v e .

13 T h e  b o a r d  of d i r e c t o r s  m a y  c o n d u c t  a m e e t i n g  by c o m m u n i c a t i n g
s i m u l t a n e o u s l y  w i t h  e a c h  o t h e r  by m e ans of c o n f e r e n c e  t e l e p h o n e s  
or s i m i l a r  c o m m u n i c a t i o n s  e q u i p m e n t .

(b) If e x c e p t e d  s u b j e c t s  are to be discussed, at a meeting, 
t h e  m e e t i n g  m u s t  f i r s t  be c o n v e n e d  as a r e g u l a r  or s p e c i a l  
m e e t i n g  and the q u e s t i o n  of h o l d i n g  an e x e c u t i v e  s e s s i o n  to 
d i s c u s s  m a t t e r s  that co m e  w i t h i n  the e x c e p t i o n s  c o n t a i n e d  in (c) 
of t h i s  s e c t i o n  s h all be d e t e r m i n e d  by a m a j o r i t y  v o t e . o f  the 
b o a r d .  No s u b j e c t s  m a y  be c o n s i d e r e d  at the e x e c u t i v e  s e s sion 
e x c e p t  t hose m e n t i o n e d  in the m o t i o n  c a l l i n g  for the e x e c u t i v e  
s e s s i o n  u n l e s s  a u x i l i a r y  to the m a i n  q u e s t i o n .  N o  f o r m a l  action 
m a y  be t aken d u r i n g  the e x e c u t i v e  session.
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(c) T h e  f o l l o w i n g  e x c e p t e d  s u b j e c t s  m a y  be d i s c u s s e d  in an 
e x e c u t i v e  s e s s i o n :

(1) m a t t e r s  the i m m e d i a t e  k n o w l e d g e  of w h i c h  w o u l d  c l e a r l y  
h a v e  an a d v e r s e  e f f e c t  on the f i n a n c e s  of the c o o p e r a t i v e ;

(2) s u b j e c t s  t h a t  tend to p r e j u d i c e  the r e p u t a t i o n  and 
c h a r a c t e r  of a p e r s o n ;  however, the p e r s o n  m a y  r e q u e s t  a p u b l i c  
d i s c u s s i o n ;

(3) m a t t e r s  d i s c u s s e d  w i t h  an a t t o r n e y  for the c o o p e r a t i v e ,
t he i m m e d i a t e  k n o w l e d g e  of w h i c h  c o u l d  h a v e  an a d v e r s e  e f f e c t  on
the l e g a l  p o s i t i o n  of the c o o p e r a t i v e  [. ]j_

(4) l a b o r  n e g o t i a t i o n s ;
(5) p e r s o n n e l  m a t t e r s ;

14(a) (6) 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  b y  s t a t­
ute , the a r t i c l e s of i n c o r p o r a t i o n  or b y l a w s ;

(7) b i d s , t r a d e  s e c r e t s  or o t h e r  c o n f i d e n t i a l  c o m m e r c i a l  
i n f o r m a t i o n ;

(8) i n f o r m a t i o n  c o n c e r n i n g  a m e m b e r  1s p a y m e n t  h i s t o r y , 
c r e d i t w o r t h i n e s s  or o u t s t a n d i n g  a c c o u n t s  w i t h  the c o o p e r a t i v e ;

(9) d i s c u s s i o n  of l i t i g a t i o n  by or a g a i n s t  the c o o p e r a t i v e .
(d) N o t i c e  s h a l l  be g iven for all r e g u l a r  or s p e c i a l  

m e e t i n g s  of the b o a r d  of d i r e c t o r s  as p r o v i d e d  in the b y l a w s  of 
the c o o p e r a t i v e .

14(b) [(e) A c t i o n  t a k e n  c o n t r a r y  to this s e c t i o n  is vo i d . ]
(e ) A n y  m e m b e r  a f f e c t e d  by a c t i o n  t a k e n  c o n t r a r y  to this 

se c t i o n  m a y  c o m m e n c e  a suit in the s u p e r i o r  c o u r t , a n d  the c o urt 
m a y  o r d e r  su c h  e q u i t a b l e  relief as it d e e m s  a p p r o p r i a t e  in the 
c i r c u m s t a n c e s . A c t i o n  taken c o n t r a r y  to this s e c t i o n  s h a l l  not 
be v o i d e d  if o t h e r  e q u i t a b l e  re l i e f  is a v a i l a b l e .  (§ 3 ch 136 
S L A  1982)

Sec. 1 0 . 2 5 . 1 8 0 .  G e n e r a l  p o w e r s  of bo a r d .  The b o a r d  of 
d i r e c t o r s  m a y  e x e r c i s e  all of the p o w e r s  of a c o o p e r a t i v e  not 
c o n f e r r e d  u p o n  the m e m b e r s  by this c h a p t e r ,  its a r t i c l e s  of 
i n c o r p o r a t i o n  or its bylaws. (§ 12(5) ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 1 9 0 .  D i s t r i c t s .  The b y l a w s  m a y  p r o v i d e  for the 
d i v i s i o n  of the t e r r i t o r y  s e r v e d  or to be s e r v e d  by a c o o p e r a t i v e  
i n t o  two or m o r e  d i s t r i c t s  for any p u r p o s e ,  i n c l u d i n g ,  w i t h o u t  
l i m i t a t i o n ,  t h e  n o m i n a t i o n  and e l e c t i o n  of d i r e c t o r s  a n d  the 
e l e c t i o n  a n d  f u n c t i o n i n g  of d i s t r i c t  d e l e g a t e s .  T h e s e  d e l e g a t e s ,  
w h o  s h a l l  be m e m b e r s ,  m a y  n o m i n a t e  and e l e c t  d i r e c t o r s .  The 
b y l a w s  s h a l l  p r e s c r i b e  the b o u n d a r i e s  of the d i s t r i c t s ,  or the 
m a n n e r  of e s t a b l i s h i n g  the b o u n d a r i e s ,  and the m a n n e r  of c h a n g i n g  
t he o o u n d a r i e s ,  a n d  the m a n n e r  in w h i c h  the d i s t r i c t s  function.
N o  m e m b e r  at a n y  d i s t r i c t  m e e t i n g  and no d i s t r i c t  d e l e g a t e  at a n y  
m e e t i n g  m a y  v o t e  by p r o x y  or by mail. H o w e v e r ,  the e l e c t i o n  of 
d i r e c t o r s  s h a l l  be b y  m a i l  u n l e s s  the b y l a w s  p r o v i d e  o t h e r w i s e .
(§ 13 ch 93 S L A  1959; a m  § 4 ch 136 S L A  1982)
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Sec. 1 0 . 2 5 . 2 0 0 .  O f f i c e r s .  The o f f i c e r s  of a c o o p e r a t i v e  are 
a p r e s i d e n t ,  a v i c e  p r e s i d e n t ,  a s e c r e t a r y  a n d  a t r e a s u r e r .  The 
o f f i c e r s  s h a l l  be e l e c t e d  a n n u a l l y  b y  t h e  b o a r d  of d i r e c t o r s  f r o m  
a m o n g  its m e m b e r s .  W h e n  a p e r s o n  h o l d i n g  an o f f i c e  c e a s e s  to be 
a d i r e c t o r ,  he c e a s e s  to ho l d  o f f i c e .  T h e  o f f i c e s  of s e c r e t a r y  
and of t r e a s u r e r  m a y  be h e l d  by the s a m e  p e r s o n .  The b o a r d  of 
d i r e c t o r s  m a y  e l e c t  or a p p o i n t  su c h  o t h e r  o f f i c e r s ,  a g e n t s ,  or 
e m p l o y e e s  as it c o n s i d e r s  n e c e s s a r y  or a d v i s a b l e  a n d  s h a l l  
p r e s c r i b e  t h e i r  p o w e r s  and d u t i e s .  An  o f f i c e r  m a y  be r e m o v e d  
f r o m  o f f i c e  a n d  his s u c c e s s o r  e l e c t e d  in the m a n n e r  p r e s c r i b e d  in 
the b y l a w s .  (§ 14 ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 2 1 0 .  A m e n d m e n t  of a r t i c l e s  o f  i n c o r p o r a t i o n .  A 
c o o p e r a t i v e  m a y  a m e n d  its a r t i c l e s  of i n c o r p o r a t i o n  as f o llows, 
e x c e p t  that it m a y  c h a n g e  the l o c a t i o n  of its p r i n c i p a l  o f f i c e  in 
the m a n n e r  s e t  o u t  in § 230 of this c h a p t e r .

(1) T h e  p r o p o s e d  a m e n d m e n t  s h a l l  be p r e s e n t e d  to a m e e t i n g  
of the m e m b e r s  or d i s t r i c t  d e l e g a t e s  a n d  the n o t i c e  of the 
m e e t i n g  s h all set o u t  or have a t t a c h e d  to it the p r o p o s e d  a m e n d­
me n t  .

(2) If the p r o p o s e d  a m e n d m e n t ,  w i t h  a n y  c h a n g e s ,  is 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 th a n  t w o - t h i r d s  of t h o s e  m e m­
bers or d i s t r i c t  d e l e g a t e s  v o t i n g  on it, the p r e s i d e n t  or vi c e  
p r e s i d e n t  s h a l l  e x e c u t e  a n d  a c k n o w l e d g e  a r t i c l e s  of a m e n d m e n t  on 
b e h a l f  of the c o o p e r a t i v e  and the s e c r e t a r y  s h a l l  a f f i x  and 
a t t e s t  to the seal of the c o o p e r a t i v e .  (§ 15 ch 93 S L A  1959;
am § 5 ch 136 S L A  1968)

Sec. 1 0 . 2 5 . 2 2 0 .  C o n t e n t s  of a r t i c l e s  of a m e n d m e n t .  (a) The 
a r t i c l e s  of a m e n d m e n t  shall r e c i t e  that t h e y  are e x e c u t e d  u n d e r  
this c h a p t e r  a n d  s h a l l  s t a t e

(1) the na m e  of the c o o p e r a t i v e :
(2) the a d d r e s s  of its p r i n c i p a l  o f f i c e ;
(3) the a m e n d m e n t  to its a r t i c l e s  of i n c o r p o r a t i o n .
(b) The p r e s i d e n t  or vice p r e s i d e n t  e x e c u t i n g  the a r t i c l e s  

of a m e n d m e n t  s h a l l  m a k e  and a n n e x  to t h e m  an a f f i d a v i t  s t a t i n g  
that the p r o v i s i o n s  of this s e c t i o n  r e g a r d i n g  the a m e n d m e n t  we r e  
c o m p l i e d  w ith. (§ 15 ch 93 SLA 1959)

Sec. 1 0 . 2 5 . 2 3 0 .  C h a n g e  of l o c a t i o n  o f  p r i n c i p a l  o f f i c e .  A 
c o o p e r a t i v e  m a y ,  u p o n  a u t h o r i z a t i o n  of its b o a r d  of d i r e c t o r s  or 
its m e m b e r s ,  c h a n g e  the l o c a t i o n  of its p r i n c i p a l  o f f i c e  by 
f i l i n g  a c e r t i f i c a t e  r e c i t i n g  the c h a n g e  of p r i n c i p a l  office, 
e x e c u t e d  and a c k n o w l e d g e d  by its p r e s i d e n t  or v i c e  p r e s i d e n t  
u n d e r  its seal, a t t e s t e d  by  its s e c r e t a r y ,  in the o f f i c e  of the 
c o m m i s s i o n e r .  (§ 16 ch 93 S L A  1959)
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Sec. 1 0 . 2 5 . 2 3 5 .  M e m b e r ' s  r i g h t  to e x a m i n e  b o o k s  a n d  rec o r d s .
A  m e m b e r  of a c o o p e r a t i v e  ma y ,  a t  a r e a s o n a b l e  ti m e  a n d  for a
p r o p e r  p u r p o s e ,  e x a m i n e  a n d  m a k e  copies of t h e  b o o k s  a n d  r e c o r d s  
of the c o o p e r a t i v e  at the p r i n c i p a l  off i c e  o f  the c o o p e r a t i v e .
T h e  c o o p e r a t i v e  m a y  c h a r g e  a m e m b e r  an a m o u n t  e q u a l  to the a c t u a l  
c o s t  of d u p l i c a t i n g  d o c u m e n t s  r e q u e s t e d  u n d e r  this s e c t i o n .  T h e  
c o o p e r a t i v e  m a y  w i t h h o l d  b o o k s  a n d  records c o n c e r n i n g  s u b j e c t s  
w h i c h mav be 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  a s  s p e c i f i e d  in
AS 1 0 . 2 5 . 1 7 5 ( c ) . (§ 3 ch 136 S L A  1982)

A r t i c l e  2. M e r g e r  a n d  C o n s o l i d a t i o n .

Sec. 1 0 . 2 5 . 2 4 0 .  M e r g e r .  O n e  or more c o o p e r a t i v e s ,  ea c h  
h e r e i n a f t e r  d e s i g n a t e d  " m e r g i n g  c o o p e r a t i v e , "  m a y  m e r g e  into 
a n o t h e r  c o o p e r a t i v e ,  h e r e i n a f t e r  d e s i g n a t e d  " s u r v i v i n g  
c o o p e r a t i v e , "  by c o m p l y i n g  w i t h  the f o l l o w i n g  r e q u i r e m e n t s .

(1) The p r o p o s i t i o n  for the mer g e r  of t h e  m e r g i n g  c o o p e r a­
tives into t h e  s u r v i v i n g  c o o p e r a t i v e  and p r o p o s e d  a r t i c l e s  of

15 m e r g e r  s hall be s u b m i t t e d  to [a m e e t i n g  of] t h e  m e m b e r s  of each
m e r g i n g  c o o p e r a t i v e  a n d  of the s u r v i v i n g  c o o p e r a t i v e .  The n o t i c e  

15 [of the m e e t i n g ]  s h a l l  h a v e  a t t a c h e d  to it a c o p y  of the p r o p o s e d
a r t i c l e s  of m e r g e r .

(2) If t h e  p r o p o s e d  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  a n y  a m e n d m e n t s ,  a r e  ap p r o v e d  b y  t h e  a f f i r m a t i v e  v o t e  
of not less t h a n  t w o - t h i r d s  of those m e m b e r s  o f  e a c h  c o o p e r a t i v e

15 v o t i n g  on t h e m  [at the m e e t i n g ] ,  articles of m e r g e r  in the form
a p p r o v e d  s h a l l  be e x e c u t e d  and a c k n o w l e d g e d  o n  b e h a l f  of each 
c o o p e r a t i v e  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 ixed b y  its s e c r e t a r y .  (§ 18(1) (2) c h  93 S L A  1959)

Sec. 1 0 . 2 5 . 2 4 5 .  M e r g e r  of c o o p e r a t i v e  a n d  c o r p o r a t i o n  
o r g a n i z e d  u n d e r  AS 1 0 . 0 5 . 0 0 3  - 10.05.828. (a) A  c o o p e r a t i v e
o r g a n i z e d  u n d e r  the p r o v i s i o n s  of AS 1 0 . 2 5 . 0 1 0  - 1 0 . 2 5 . 6 5 0  may 
m e r g e  into a c o r p o r a t i o n  o r g a n i z e d  under AS 1 0 . 0 5 . 0 0 3  - 
AS 10.05.828 t h a t  is e n g a g e d  in business as a n d  is c e r t i f i c a t e d  

•5 [as an e l e c t r i c  or t e l e p h o n e  ut i l i t y ]  to p r o v i d e  the sa m e  type of
pu b l i c  u t i l i t y  s e r v i c e  as the c o o p e r a t i v e  a n d  w h o s e  c e r t i f i c a t e d  
ar e a  is c o n t i g u o u s  w i t h  that of the c o o p e r a t i v e .

(b) T h e  c o o p e r a t i v e  s h a l l  c o m p l y  with t h e  p r o v i s i o n s  of
AS 10.25 . 2 4 0  - 1 0 . 2 5 . 2 8 0  i n s o f a r  as they s e t  o u t  the p r o c e d u r e s  
for the m e r g e r  of c o o p e r a t i v e s .

(c) The m a n n e r  in w h i c h  the memb e r s  of t h e  c o o p e r a t i v e  m a y  
be c o m p e n s a t e d  for a n y  net r e m a i n i n g  assets t r a n s f e r r e d  to the 
c o r p o r a t i o n  o r g a n i z e d  u n d e r  AS 10.05 . 0 0 3  - 1 0 . 0 5 . 8 2 8  a f t e r  the 
p a y m e n t  of t h e  d e b t s  a n d  l i a b i l i t i e s  of the c o o p e r a t i v e  s hall be 
s t a t e d  in the a r t i c l e s  of m e r g e r .  (§ 2 ch 10 S L A  1980)
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Sec. 1 0 . 2 5 . 2 5 0 .  C o n t e n t s  o f  a r t i c l e s  of m e r g e r .  (a) The 
a r t i c l e s  of m e r g e r  s h a l l  r e c i t e  t h a t  t h e y  are e x e c u t e d  u n d e r  this 
c h a p t e r  and s h a l l  s t a t e

(1) the n a m e  of e a c h  m e r g i n g  c o o p e r a t i v e  a n d  the a d d r e s s  of 
its p r i n c i p a l  o f f i c e ;

(2) the n a m e  of the s u r v i v i n g  c o o p e r a t i v e  a n d  the a d d r e s s  of 
its p r i n c i p a l  o f f i c e ;

(3) a s t a t e m e n t  t h a t  each m e r g i n g  c o o p e r a t i v e  and the s u r­
v i v i n g  c o o p e r a t i v e  a g r e e  to the m e r g e r ;

(4) the n a m e s  a n d  a d d r e s s e s  of the d i r e c t o r s  of the s u r­
v i v i n g  c o o p e r a t i v e ;

(5) the t e r m s  a n d  c o n d i t i o n s  of the merger a n d  the m a n n e r  o' 
c a r r y i n g  it in t o  e f f e c t ,  i n c l u d i n g  the manner in w h i c h  m e m b e r s  cf 
the m e r g i n g  c o o p e r a t i v e s  m a y  or s h a l l  become m e m b e r s  of the s u r­
v i v i n g  c o o p e r a t i v e .

(b) The a r t i c l e s  of m e r g e r  m a y  c o n t a i n  p r o v i s i o n s  not i n c o n­
s i s t e n t  with this c h a p t e r  w h i c h  a r e  c o n s i d e r e d  n e c e s s a r y  or 
a d v i s a b l e  for the c o n d u c t  of the b u s i n e s s  of the s u r v i v i n g  
c o o p e r a t i v e .

(c) The p r e s i d e n t  or vi c e  p r e s i d e n t  of each c o o p e r a t i v e  
s h a l l  m a k e  and a n n e x  to the a r t i c l e s  an a f f i d a v i t  s t a t i n g  that 
the p r o v i s i o n s  of t h i s  s e c t i o n  r e g a r d i n g  the a r t i c l e s  were 
c o m p l i e d  with b y  t h e  c o o p e r a t i v e .  (§ 18(2) ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 2 6 0 .  C o n s o l i d a t i o n .  Two or more c o o p e r a t i v e s ,
21 i n c l u d i n g  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 t i v e s  o r g a n i z e d  under

this A c t , h e r e i n a f t e r  d e s i g n a t e d  "c o n s o l i d a t i n g  c o o p e r a t i v e "  may
c o n s o l i d a t e  into a  n e w  c o o p e r a t i v e ,  h e r e i n a f t e r  d e s i g n a t e d  the 
" n e w  c o o p e r a t i v e , "  by c o m p l y i n g  w i t h  the f o l l o w i n g  r e q u i r e m e n t s .

(1) The p r o p o s i t i o n  for the c o n s o l i d a t i o n  i n t o  the new 
c o o p e r a t i v e  and p r o p o s e d  a r t i c l e s  of c o n s o l i d a t i o n  s hall be sub-

15 m i t t e d  to [a m e e t i n g  of] the m e m b e r s  of each c o n s o l i d a t i n g
15 c o o p e r a t i v e .  T h e  n o t i c e  [of the m e e t i n g ]  shall h a v e  a t t a c h e d  to

it a c o p y  of the p r o p o s e d  a r t i c l e s  of c o n s o l i d a t i o n .
(2) If the p r o p o s e d  c o n s o l i d a t i o n  and the p r o p o s e d  a rticles 

of c o n s o l i d a t i o n ,  w i t h  a n y  a m e n d m e n t s ,  are a p p r o v e d  by the a f f i r­
m a t i v e  vote of n o t  less than t w o - t h i r d s  of those m e m b e r s  of each 
c o n s o l i d a t i n g  c o o p e r a t i v e  v o t i n g  on them, ar t i c l e s  of c o n­
s o l i d a t i o n  in the f o r m  a p p r o v e d  s h a l l  be e x ecuted a n d  
a c k n o w l e d g e d  on b e h a l f  of ea c h  c o n s o l i d a t i n g  c o o p e r a t i v e  by its 
p r e s i d e n t  or v i c e  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 s e c r e t a r y .  (§ 17(1) (2) ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 2 7 0 .  C o n t e n t s  of a r t i c l e s  of c o n s o l i d a t i o n .
(a) T h e  ar t i c l e s  o f  c o n s o l i d a t i o n  s h a l l  recite t h a t  they are e x e­
cu t e d  p u r s u a n t  to t h i s  c h a p t e r  a n d  s h a l l  state

(1) the n a m e  o f  e a c h  c o n s o l i d a t i n g  c o o p e r a t i v e  and the 
a d d r e s s  of its p r i n c i p a l  office;
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(2) the name of  t h e  n e w  c o o p e r a t i v e  and the a d d r e s s  of its 

p r i n c i p a l  office;
(3) a s t a t e m e n t  t h a t  e a c h  c o n s o l i d a t i n g  c o o p e r a t i v e  a g r e e s  

to the c o n s o l i d a t i o n ;
(4) the names a n d  a d d r e s s e s  of the d i r e c t o r s  o f  the n e w  

c o o p e r a t i v e ;
(5) the terms a n d  c o n d i t i o n s  of the c o n s o l i d a t i o n  and the 

m a n n e r  of c a r r y i n g  i t  i n t o  e f f e c t ,  i n c l u d i n g  the m a n n e r  in w h i c h  
m e m b e r s  of the c o n s o l i d a t i n g  c o o p e r a t i v e s  m a y  or s h a l l  b e c o m e  
m e m b e r s  of the new c o o p e r a t i v e .

(b) T h e  a r t i c l e s  of c o n s o l i d a t i o n  m a y  c o n t a i n  p r o v i s i o n s  n o t  
i n c o n s i s t e n t  with t h i s  c h a p t e r  w h i c h  a r e  c o n s i d e r e d  n e c e s s a r y  or 
a d v i s a b l e  for the c o n d u c t  of the b u s i n e s s  of the n e w  c o o p e r a t i v e .

(c) The p r e s i d e n t  or v i c e  p r e s i d e n t  of each c o n s o l i d a t i n g  
c o o p e r a t i v e  e x e c u t i n g  t h e  a r t i c l e s  of c o n s o l i d a t i o n  s h a l l  m a k e  
a n d  a n n e x  to the a r t i c l e s  an a f f i d a v i t  s t a t i n g  th 't t h e  p r o v i­
s i o n s  of this s e c t i o n  r e g a r d i n g  the a r t i c l e s  were c o m p l i e d  w i t h  
by the c o o p e r a t i v e .  (§ 17(2) ch 93 S L A  1959)

Sec. 1 0 . 25.280. E f f e c t  of c o n s o l i d a t i o n  or m e r g e r .  (a) In 
the c a s e  of a c o n s o l i d a t i o n  the e x i s t e n c e  of the c o n s o l i d a t i n g  
c o o p e r a t i v e s  ceases a n d  the a r t i c l e s  of c o n s o l i d a t i o n  are the 
a r t i c l e s  of i n c o r p o r a t i o n  of the n e w  c o o p e r a t i v e .  In the ca s e  
of a m e r g e r  the s e p a r a t e  e x i s t e n c e  of the m e r g i n g  c o o p e r a t i v e s  
c e a s e s  a n d  the a r t i c l e s  of i n c o r p o r a t i o n  of the s u r v i v i n g  
c o o p e r a t i v e  are a m e n d e d  to the e x t e n t  t h a t  changes a r e  p r o v i d e d  
for in the ar t i c l e s  o f  m e r g e r .

(b) The rights, p r i v i l e g e s ,  i m m u n i t i e s  and f r a n c h i s e s ,  and 
all real a n d  p e r s o n a l  p r o p e r t y  i n c l u d i n g ,  w i t hout l i m i t a t i o n ,  
a p p l i c a t i o n s  for m e m b e r s h i p ,  all d e b t s  d u e  on w h a t e v e r  a c c o u n t  
a n d  all o t h e r  choses in a c t i o n ,  of t h e  c o n s o l i d a t i n g  or m e r g i n g  
c o o p e r a t i v e s  are t r a n s f e r r e d  to a n d  v e s t e d  in the n e w  c o n­
s o l i d a t e d  or s u r v i v i n g  c o o p e r a t i v e  w i t h o u t  further a c t  or deed.

(c) T h e  new c o n s o l i d a t e d  or s u r v i v i n g  c o o p e r a t i v e  is 
r e s p o n s i b l e  and l i a b l e  for the l i a b i l i t i e s  and o b l i g a t i o n s  of 
e a c h  of the c o n s o l i d a t i n g  or m e r g i n g  c o o p e r a t i v e s  a n d  a c l a i m  
e x i s t i n g  or action o r  p r o c e e d i n g  p e n d i n g  by or a g a i n s t  the c o n­
s o l i d a t i n g  or m e r g i n g  c o o p e r a t i v e s  m a y  be p r o s e c u t e d  as if the 
c o n s o l i d a t i o n  or m e r g e r  had n o t  t a k e n  pl a c e ,  but t h e  n e w  c o n­
s o l i d a t e d  or s u r v i v i n g  c o o p e r a t i v e  m a y  be s u b s t i t u t e d  in its 
p l a c e .

(d) N e i t h e r  the r i g h t s  of c r e d i t o r s  nor liens u p o n  the p r o p­
e r t y  of the c o o p e r a t i v e s  is i m p a i r e d  by  t h e  c o n s o l i d a t i o n  or 
m e r g e r .  (§ 19 ch 93 S L A  1959)
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Sec. 1 0 . 2 5 . 2 9 0 .  C o n v e r s i o n  o f  e x i s t i n g  c o r p o r a t i o n .  A c o r­
p o r a t i o n  o r g a n i z e d  u n d e r  the laws of t h e  s t a t e  a n d  s u p p l y i n g  or 
h a v i n g  the c o r p o r a t e  p o w e r  to s u p p l y  e l e c t r i c  e n e r g y ,  or to f u r­
nis h  t e l e p h o n e  ser v i c e ,  m a y  be c o n v e r t e d  into a c o o p e r a t i v e  b y  
c o m p l y i n g  w i t h  the f o l l o w i n g  r e q u i r e m e n t s  and t h e r e u p o n  b e c o m e s  
s u b j e c t  to this c h a p t e r  as if o r i g i n a l l y  o r g a n i z e d  u n d e r  this 
c h a p t e r .

(1) The p r o p o s i t i o n  for the c o n v e r s i o n  of the c o r p o r a t i o n  
i n t o  a c o o p e r a t i v e  and p r o p o s e d  a r t i c l e s  of c o n v e r s i o n  s h a l l  be 
s u b m i t t e d  to a m e e t i n g  of the m e m b e r s  or s t o c k h o l d e r s  of the c o r­
por a t i o n ,  or in c a s e  of a c o r p o r a t i o n  h a v i n g  no m e m b e r s  or 
s t o c k h o l d e r s ,  to a m e e t i n g  of the i n c o r p o r a t o r s  of t h e  c o r­
por a t i o n .  T h e  n o t i c e  of the m e e t i n g  s h a l l  h a v e  a t t a c h e d  to it a 
c o p y  of the p r o p o s e d  a r t i c l e s  of c o n v e r s i o n .

(.2) If the p r o p o s i t i o n  for the c o n v e r s i o n  of the c o r p o r a t i o n  
into a c o o p e r a t i v e  and the p r o p o s e d  a r t i c l e s  of c o n v e r s i o n ,  w i t h  
a n y  a m e n d m e n t s ,  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 t w o - t h i r d s  of t h o s e  m e m b e r s  of the c o r p o r a t i o n  v o t i n g  on 
t h e m  or, if the c o r p o r a t i o n  is a s t o c k  c o r p o r a t i o n ,  by  the a f f i r­
ma t i v e  v o t e  of the h o l d e r s  of not less t h a n  t w o - t h i r d s  of those 
s h a r e s  of the c a p i t a l  s t o c k  of the c o r p o r a t i o n  r e p r e s e n t e d  at the 
m e e t i n g  and v o t i n g  on them, or, in the c a s e  of a c o r p o r a t i o n  
h a v i n g  no m e m b e r s  and no s h a r e s  of its c a p i t a l  s t o c k  o u t s t a n d i n g ,  
b y  the a f f i r m a t i v e  v o t e  of not less t h a n  t w o - t h i r d s  of its i n c o r­
por a t o r s ,  a r t i c l e s  of c o n v e r s i o n  in the f o r m  a p p r o v e d  s hall be 
e x e c u t e d  and a c k n o w l e d g e d  on b e h a l f  of the c o r p o r a t i o n  by its 
p r e s i d e n t  or v i c e  p r e s i d e n t  and its s e a l  s h a l l  be a f f i x e d  and 
a t t e s t e d  by its s e c r e t a r y .  (§ 20(1) (2) ch 93 S L A  1959)

S e c . . 1 0 . 2 5 . 3 0 0 .  C o n t e n t s  of a r t i c l e s  of c o n v e r s i o n .  (a) The 
a r t i c l e s  of c o n v e r s i o n  s h a l l  r e c i t e  t h a t  t h e y  a r e  e x e c u t e d  u n d e r  
this c h a p t e r  and s h a l l  s t a t e

(1) the name of the c o r p o r a t i o n  a n d  the a d d r e s s  of its p r i n­
cip a l  o f f i c e  p r i o r  to its c o n v e r s i o n  i n t o  a c o o p e r a t i v e ;

(2) the s t a t u t e  or s t a t u t e s  u n d e r  w h i c h  it w a s  o r g a n i z e d ;
(3) a s t a t e m e n t  th a t  the c o r p o r a t i o n  e l e c t s  to b e c o m e  a

c o o p e r a t i v e ,  n o n p r o f i t ,  m e m b e r s h i p  c o r p o r a t i o n  s u b j e c t  to this 
c h apter;

(4) its n a m e  as a c o o p e r a t i v e ;
(5) the a d d r e s s  of the p r i n c i p a l  o f f i c e  of the c o o p e r a t i v e ;
(6) the n a mes and a d d r e s s e s  of the d i r e c t o r s  of the c o o p e r a­

tive;

(7) the m a n n e r  in w h i c h  m e m b e r s ,  s t o c k h o l d e r s  or i n c o r­
po r a t o r s  of the c o r p o r a t i o n  are to b e c o m e  m e m b e r s  of the c o o p e r a­
tive .

(b) The a r t i c l e s  of c o n v e r s i o n  m a y  c o n t a i n  p r o v i s i o n s  not 
i n c o n s i s t e n t  w i t h  this c h a p t e r  c o n s i d e r e d  n e c e s s a r y  or a d v i s a b l e  
for the c o n d u c t  of the b u s i n e s s  of the c o o p e r a t i v e .
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(c) The p r e s i d e n t  or v i c e  p r e s i d e n t  e x e c u t i n g  t h e  a r t i c l e s  
of c o n v e r s i o n  s h a l l  m a k e  and a n n e x  to it an a f f i d a v i t  s t a t i n g  
t h a t  the p r o v i s i o n s  of this s e c t i o n  w e r e  c o m p l i e d  w i t h  r e g a r d i n g  
the a r t i c l e s .  The a r t i c l e s  of c o n v e r s i o n  are the a r t i c l e s  of 
i n c o r p o r a t i o n  of the c o o p e r a t i v e .  (§ 20(2) ch 93 S L A  1959)

A r t i c l e  3. D i s s o l u t i o n .

Sec. 1 0 . 2 5 . 3 1 0 .  D i s s o l u t i o n  of c o o p e r a t i v e  w h i c h  has n o t  
c o m m e n c e d  b u s i n e s s .  A  c o o p e r a t i v e  w h i c h  has not c o m m e n c e d  b u s i­
ness m a y  be d i s s o l v e d  by d e l i v e r i n g  a r t i c l e s  of d i s s o l u t i o n  to 
the c o m m i s s i o n e r .  A  m a j o r i t y  of the i n c o r p o r a t o r s  s h a l l  e x e c u t e  
a n d  a c k n o w l e d g e  a r t i c l e s  of d i s s o l u t i o n  on b e h a l f  of the c o o p e r a­
tive. The a r t i c l e s  s h a l l  s t a t e

(1) the n a m e  of the c o o p e r a t i v e ;
(2) the a d d r e s s  of its p r i n c i p a l  o f f i c e ;
(3) that the c o o p e r a t i v e  has not c o m m e n c e d  b u s i n e s s ;
(4) that sums r e c e i v e d  by the c o o p e r a t i v e ,  le s s  th a t  p a r t

d i s b u r s e d  for e x p e n s e s  of the c o o p e r a t i v e ,  ha v e  b e e n  r e t u r n e d  or 
p a i d  to t hose e n t i t l e d  to them;

(5) th a t  no d e b t  of the c o o p e r a t i v e  is u n p a i d ;
(6) th a t  a m a j o r i t y  of the i n c o r p o r a t o r s  e l e c t  to d i s s o l v e

the c o o p e r a t i v e .  (§ 21(1) ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 3 2 0 .  D i s s o l u t i o n  of c o o p e r a t i v e  w h i c h  has c o m­
m e n c e d  b u s i n e s s .  A  c o o p e r a t i v e  w h i c h  has c o m m e n c e d  b u s i n e s s  m a y  
be d i s s o l v e d  in the f o l l o w i n g  m a n n e r .

(1) The p r o p o s i t i o n  to d i s s o l v e  s h a l l  be s u b m i t t e d  to the 
m e m b e r s  of the c o o p e r a t i v e  at an a n n u a l  or s p e c i a l  m e e t i n g .
T h e  n o t i c e  s h a l l  set f o r t h  the p r o p o s i t i o n .

(2) At the m e e t i n g ,  the m e m b e r s  s h a l l  a p p r o v e ,  b y  the a f f i r­
m a t i v e  vo t e  of n o t  less th a n  [a m a j o r i t y ]  t w o - t h i r d s  of  all m e m­
bers of the c o o p e r a t i v e ,  the p r o p o s i t i o n  to d i s s o l v e  the 
c o o p e r a t i v e .

(3) Up o n  a p p r o v a l ,  a c e r t i f i c a t e  of e l e c t i o n  to d i s s o l v e ,  
h e r e a f t e r  d e s i g n a t e d  the " c e r t i f i c a t e , "  e x e c u t e d  a n d  a c k n o w l e d g e d  
on b e h a l f  of the c o o p e r a t i v e  b y  its p r e s i d e n t  or v i c e  p r e s i d e n t  
u n d e r  its seal, a t t e s t e d  by  its s e c r e t a r y ,  s h a l l  be s u b m i t t e d  to 
the c o m m i s s i o n e r  for f i l i n g  t o g e t h e r  w i t h  an a f f i d a v i t  by the 
o f f i c e r  e x e c u t i n g  the c e r t i f i c a t e  s t a t i n g  t h a t  the s t a t e m e n t s  in 
the c e r t i f i c a t e  are true. The c e r t i f i c a t e  s h a l l  s t a t e  the name 
of the c o o p e r a t i v e ,  the a d d r e s s  of its p r i n c i p a l  o f f i c e ,  and th a t  
the m e m b e r s  of the c o o p e r a t i v e  have v o t e d  to d i s s o l v e  the c o o p e r­
ati v e .  (§ 21(2) ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 3 3 0 .  E f f e c t  of c e r t i f i c a t e  of  d i s s o l u t i o n .
(a) U p o n  the f i l i n g  of the c e r t i f i c a t e  a n d  a f f i d a v i t  b y  the c o m­
m i s s i o n e r ,  the c o o p e r a t i v e  s h a l l  c e a s e  to c a r r y  on its b u s i n e s s  
e x c e p t  to the e x t e n t  n e c e s s a r y  for the w i n d i n g  u p  of b u s i n e s s .  
H o w e v e r ,  its c o r p o r a t e  ex i s  ;ence c o n t i n u e s  u n t i l  a r t i c l e s  of 
d i s s o l u t i o n  h a v e  been f i l e d  by the c o m m i s s i o n e r .
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(b) A  c o o p e r a t i v e  t h a n  d o e s  n o t  f i l e  its a r t i c l e s  of d i s s o­
lu t i o n  w i t h i n  two y e a r s  a f t e r  the d a t e  of f i l i n g  t h e  c e r t i f i c a t e  
in t i o n e d  in (a. of this s e c t i o n ,  s h a l l  be i n v o l u n t a r i l y  

d i s s o l v e d  by  the c o m m i s s i i o n e r . (§ 21(2) c h  93 S L A  1959; a m  § 51
ch  170 S L A  1976)

Sec. 1 0 . 2 5 . 3 4 0 .  N o t i c e  to c r e d i t o r s .  The b o a r d  of d i r e c t o r s  
s h a l l  i m m e d i a t e l y  h a v e  a n o t i c e  of the d i s s o l u t i o n  p r o c e e d i n g s  
m a i l e d  to e a c h  k n o w n  c r e d i t o r  of a n d  c l a i m a n t  a g a i n s t  the 
c o o p e r a t i v e  and p u b l i s h  it o n c e  a w e e k  for two s u c c e s s i v e  w e e k s  
in a n e w s p a p e r  of g e n e r a l  c i r c u l a t i o n  in the c i t y  or  b o r o u g h  in 
w h i c h  the p r i n c i p a l  o f f i c e  of the c o o p e r a t i v e  is l o c a t e d .
(§ 21(2) ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 3 5 0 .  T e r m i n a t i o n  of c o o p e r a t i v e  a f f a i r s .  The 
b o a r d  of d i r e c t o r s  s h a l l  w i n d  up and s e t t l e  the a f f a i r s  of the 
c o o p e r a t i v e ,  c o l l e c t  sums o w i n g  to it, l i q u i d a t e  its p r o p e r t y  and 
a s s e t s ,  pay and d i s c h a r g e  its debts, o b l i g a t i o n s  a n d  l i a b i l i t i e s ,  
o t h e r  than t hose to p a t r o n s  a r i s i n g  b y  r e a s o n  of t h e i r  p a t r o n a g e ,  
a n d  d o  all o t h e r  things r e q u i r e d  to w i n d  up its b u s i n e s s .  A f t e r  
p a y i n g  or d i s c h a r g i n g  or a d e q u a t e l y  p r o v i d i n g  for the p a y m e n t  or 
d i s c h a r g e  of all its d e b t s ,  o b l i g a t i o n s  and l i a b i l i t i e s ,  o t her 
t h a n  those to p a t r o n s  a r i s i n g  by r e a s o n  of t h e i r  p a t r o n a g e ,  the 
d i r e c t o r s  s h a l l  d i s t r i b u t e  r e m a i n i n g  sums, first, to p a t r o n s  for 
the p r o  rata r e t u r n  of all a m o u n t s  s t a n d i n g  to t h e i r  c r e d i t  by 
r e a s o n  of t h e i r  p a t r o n a g e ,  and seco n d ,  to m e m b e r s  for the pro 
r a t a  p a y m e n t  of m e m b e r s h i p  fees. Sums t h e n  r e m a i n i n g  s h a l l  be 
d i s t r i’ ited a m o n g  its m e m b e r s  and f o r m e r  m e m b e r s  in p r o p o r t i o n  
to t h e i r  p a t r o n a g e ,  e x c e p t  to the e x t e n t  p a r t i c i p a t i o n  in the 
d i s t r i b u t i o n  has been l e g a l l y  w a i v e d .  T h e  b o a r d  of d i r e c t o r s  
s h a l l  t h e r e u p o n  a u t h o r i z e  the e x e c u t i o n  of a r t i c l e s  of d i s s o l u­
tion. The p r e s i d e n t  or v i c e  p r e s i d e n t  s h a l l  e x e c u t e  and 
a c k n o w l e d g e  a r t i c l e s  of d i s s o l u t i o n  on b e h a l f  of the c o o p e r a t i v e  
a n d  the s e c r e t a r y  s h all a f f i x  and a t t e s t  to the seal. (§ 21(2) 
c h  93 S L A  1959)

Sec. 1 0 . 2 5 . 3 6 0 .  C o n t e n t s  of a r t i c l e s  of d i s s o l u t i o n .
(a) T h e  a r t i c l e s  of d i s s o l u t i o n  s h a l l  r e c i t e  t h a t  t h e y  are e x e­
c u t e d  u n d e r  this c h a p t e r  and s h all s t a t e

(1) the name of the c o o p e r a t i v e ;
(2) the a d d r e s s  of its p r i n c i p a l  o f f i c e ;
(3) the d a t e  on w h i c h  the c e r t i f i c a t e  of e l e c t i o n  to

d i s s o l v e  was filed by the c o m m i s s i o n e r ;
(4) that t h ere are no a c t i o n s  or s u i t s  a g a i n s c  the c o o p e r­

ativ e ;
(5) th a t  all debts, o b l i g a t i o n s  a n d  l i a b i l i t i e s  of the 

c o o p e r a t i v e  ha v e  be e n  p a i d  and d i s c h a r g e d  or t h a t  a d e q u a t e  p r o v i­
si o n  has be e n  m a d e  for them;
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(6) t h a t  the p r o v i s i o n s  of §§ 320 - 360 of th i s  c h a p t e r  ha v e  

b e e n  c o m p l i e d  with.
(b) The p r e s i d e n t  or v i c e  p r e s i d e n t  e x e c u t i n g  the a r t i c l e s  

of  d i s s o l u t i o n  s h a l l  m a k e  and a n n e x  to t h e  a r t i c l e s  a n  a f f i d a v i t  
s t a t i n g  that the s t a t e m e n t s  c o n t a i n e d  in the a r t i c l e s  are true.
(§ 21 (2) ch 93 S L A  1959)

A r t i c l e  4. M i s c e l l a n e o u s  P r o v i s i o n s .

Sec. 1 0 . 2 5 . 3 7 0 .  F i l i n g  of a r t i c l e s .  A r t i c l e s  of i n c o r­
po r a t i o n ,  a m e n d m e n t ,  c o n s o l i d a t i o n ,  m e r g e r ,  c o n v e r s i o n ,  or d i s s o­
lut i o n ,  w h e n  e x e c u t e d  and a c k n o w l e d g e d  a n d  a c c o m p a n i e d  by  the 
a f f i d a v i t s  r e q u i r e d  b y  this c h a p t e r ,  s h a l l  be p r e s e n t e d  to the 
c o m m i s s i o n e r  f o r  filing. If the c o m m i s s i o n e r  f i n d s  t h a t  the 
a r t i c l e s  p r e s e n t e d  c o n f o r m  to the r e q u i r e m e n t s  of th i s  c h a p t e r ,  
he shall, u p o n  the p a y m e n t  of the fees p r o v i d e d  in this c h a p t e r ,  
fi l e  the a r t i c l e s  in the r e c o r d s  of his o f f i c e .  U p o n  filing, the 
i n c o r p o r a t i o n ,  a m e n d m e n t ,  c o n s o l i d a t i o n ,  m e r g e r ,  c o n v e r s i o n ,  or 
d i s s o l u t i o n  p r o v i d e d  for is in e f f e c t .  T h i s  s e c t i o n  a l s o  a p p l i e s  
to c e r t i f i c a t e s  of e l e c t i o n  to d i s s o l v e  a n d  a f f i d a v i t s  e x e c u t e d  
u n d e r  §§ 320 - 360 of this c h a p t e r .  (§ 22 c h  93 S L A  1959)

Sec. 1 0 . 2 5 . 3 7 5 .  C a n c e l l a t i o n  of c e r t i f i c a t e s  i s s u e d  and 
f i l i n g s  a c c e p t e d .  The c o m m i s s i o n e r  may, w i t h i n  one y e a r  a f t e r  a 
f i l i n g ,  and a f t e r  w r i t t e n  n o t i c e  to the c o o p e r a t i v e  or i n d i v i d u a l  
m a k i n g  a f i l i n g ,  c a n c e l  a c e r t i f i c a t e  i s s u e d  or f i l i n g  a c c e p t e d  
u n d e r  AS 1 0 . 2 5 . 0 1 0  - 1 0 . 2 5 . 6 5 0 ,  on any g r o u n d  e x i s t i n g  at the 
t i m e  n o t i c e  of c a n c e l l a t i o n  is m a d e  for w h i c h  the c o m m i s s i o n e r  
c o u l d  ha v e  o r i g i n a l l y  r e f u s e d  to i s s u e  the c e r t i f i c a t e  or a c c e p t  
the filing. T h e  n o t i c e  of c a n c e l l a t i o n  s h a l l  s t a t e  the rea s o n  
f o r  the p r o p o s e d  c a n c e l l a t i o n .  A  c o o p e r a t i v e  or i n d i v i d u a l  m a y  
r e q u e s t  a h e a r i n g  w i t h i n  90 d a y s  a f t e r  r e c e i p t  of the notice.
T h e  n o t i c e  of c a n c e l l a t i o n  b e c o m e s  f i n a l  if the c o o p e r a t i v e  or 
i n d i v i d u a l  d o e s  not r e q u e s t  a h e a r i n g  w i t h i n  90 d a y s  a f t e r  
r e c e i p t  of n o t i c e .  N o t i c e  of c a n c e l l a t i o n  m u s t  be s e n t  by c e r­
ti f i e d  m a i l  w i t h  r e t u r n  r e c e i p t  r e q u e s t e d .  If the r e t u r n  r e c e i p t  
is not r e c e i v e d  by the d e p a r t m e n t  w i t h i n  a r e a s o n a b l e  time and 
t h e  d e p a r t m e n t  has m a d e  d i l i g e n t  i n q u i r y  as to the c u r r e n t  
a d d r e s s  of the c o r p o r a t i o n ,  n o t i c e  m a y  be m a d e  b y  p u b l i c a t i o n  
in a n e w s p a p e r  of g e n e r a l  c i r c u l a t i o n  in the v i c i n i t y  of the 
r e g i s t e r e d  o f f i c e  of the c o o p e r a t i v e  or the a d d r e s s  of the 
i n d i v i d u a l  w h o  m a d e  the f i l i n g ,  a n d  the c a n c e l l a t i o n  b e c o m e s  
f i n a l  60 da y s  a f t e r  p u b l i c a t i o n  of the n o t i c e .  (§ 68 ch 123 S L A  
1980)

Sec. 1 0 . 2 5 . 3 8 0 .  N o n p r o f i t  o p e r a t i o n .  A  c o o p e r a t i v e  s hall be 
o p e r a t e d  on a n o n p r o f i t  b a s i s  for the m u t u a l  b e n e f i t  of its m e m­
ber s  a n d  p a t r o n s .  The b y l a w s  of a c o o p e r a t i v e  or its c o n t r a c t s  
w i t h  m e m b e r s  a n d  p a t r o n s  s h a l l  c o n t a i n  s u c h  p r o v i s i o n s  r e l a t i n g
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to the d i s p o s i t i o n  of r e v e n u e s  a n d  r e c e i p t s  as m a y  be n e c e s s a r y  
a n d  a p p r o p r i a t e  to e s t a b l i s h  a n d  m a i n t a i n  its n o n p r o f i t  and 
c o o p e r a t i v e  c h a r a c t e r .  (§ 23 ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 3 9 0 .  D i s p o s i t i o n  o f  p r o p e r t y  to s e c u r e  i n d e b t e d­
ness. T h e  b o a r d  of d i r e c t o r s  of a c o o p e r a t i v e  may, w i t h o u t  
a u t h o r i z a t i o n  b y  the m e m b e r s  of the c o o p e r a t i v e ,  a u t h o r i z e  the 
e x e c u t i o n  a n d  d e l i v e r y  of m o r t g a g e s  or d e e d s  of t r u s t  of, or the 
p l e d g i n g  or e n c u m b e r i n g  of, the p r o p e r t y ,  a s s e t s ,  r i g h t s ,  p r i v i­
leges ,  l i c e n s e s ,  f r a n c h i s e s  a n d  p e r m i t s  of the c o o p e r a t i v e ,  
w h e t h e r  a c q u i r e d  or to be a c q u i r e d ,  and w h e r e v e r  s i t u a t e d ,  as 
w e l l  as the r e v e n u e s  t h e r e f r o m ,  u p o n  the terms a n d  c o n d i t i o n s  the 
b o a r d  of d i r e c t o r s  d e t e r m i n e s ,  to s e c u r e  an i n d e b t e d n e s s  of the 
c o o p e r a t i v e .  (§ 24(1) ch 93 S L A  1959; a m  § 1 ch 118 S L A  1970)

\
Sec. 1 0 . 2 5 . 4 0 0 .  L i m i t a t i o n s  o n  d i s p o s i t i o n  of a l l  the p r o p­

erty. (a) A  c o o p e r a t i v e  m a y  not o t h e r w i s e  sell, l e a s e  or 
d i s p o s e  of [all or a s u b s t a n t i a l  p o r t i o n  of its p r o p e r t y ]  mo r e  
than f i f t e e n  p e r c e n t  (15%) of the c o o p e r a t i v e 's total a s s e t s , 
less d e p r e c i a t i o n , as r e f l e c t e d  on the c o o p e r a t i v e 1s b o o k s  at the 
time of the t r a n s - a c t i o n  u n l e s s  the t r a n s a c t i o n  is a u t h o r i z e d  by 
the a f f i r m a t i v e  vo t e  of not less than [a m a j o r i t y ]  t w o - t h i r d s  of 
all the m e m b e r s  of the c o o p e r a t i v e .  How e v e r ,  n o t w i t h s t a n d i n g  a 
p r o v i s i o n  of AS 1 0 . 2 5 . 0 1 0  - 1 0 . 2 5 . 6 5 0  or any o t h e r  p r o v i s i o n  of 
law, the b o a r d  of d i r e c t o r s  may, u p o n  the a u t h o r i z a t i o n  of a 
m a j o r i t y  of t h o s e  m e m b e r s  of the c o o p e r a t i v e  [ p resent at a 
m e e t i n g  of the m e m b e r s , ]  v o t i n g  t h e r e u p o n  in an e l e c t i o n  in w h i c h  
at l e a s t  ten p e r c e n t  (10%) of the e l i g i b l e  m e m b e r s  r e t u r n  
b a l l o t s , sell, J i a s e  or o t h e r w i s e  d i s p o s e  of all or a s u b s t a n t i a l  
p o r t i o n  of its p r o p e r t y  to a n o t h e r  c o o p e r a t i v e  [or to the h o l d e r  
of its p r o p e r t y  to a n o t h e r  c o o p e r a t i v e  or to the h o l d e r  of an 
e v i d e n c e  of i n d e b t e d n e s s  is s u e d  to the U n i t e d  St a t e s  of A m e r i c a  
or an a g e n c y  or i n s t r u m e n t a l i t y  of it] or to the s t a t e  of A l a s k a . 
(§ 24(2) ch 93 S L A  1959; am § 2 ch 118 S L A  1970)

(b ) B e f o r e  a vo t e  on a u t h o r i z a t i o n  of d i s o o s i t i o n  or sale of 
m o r e  than f i f t e e n  p e r c e n t  (15%) of the c o o p e r a t i v e 1s p r o p e r t y ,  
the b o a r d  of d i r e c t o r s  s h a l l :

(1) ha v e  the p r o p e r t y  a p p r a i s e d  bv t h r e e  a p p r a i s e r s  
c h o s e n  by the b o a r d  and not a s s o c i a t e d  wi t h  the c o o p e r a t i v e  or a 
p r o p o s e d  b u y e r  of c o o p e r a t i v e  p r o p e r t y ,  p r o v i d e d  that the p r o­
po s e d  b u y e r  s h a l l  ha v e  a d v a n c e d  the co s t  of such a p p r a i s a l s  to 
the c o o p e r a t i v e ;

(2) n o t i f y  all c o o p e r a t i v e  m e m b e r s , at l e a s t  90 days 
in a d v a n c e , of a vo t e  on d i s p o s i t i o n  of c o o p e r a t i v e  p r o p e r t y .
The n o t i c e  m u s t  c o n t a i n  d e t a i l e d  p r o p o s a l s  for d i s p o s i t i o n  of 
s u c h .p r o p e r t y ;

(3) at l east 90 da y s  b e f o r e  the v o t e , n o t i f y  all 
o t h e r  c o o p e r a t i v e s  s i t u a t e d  a n d  o p e r a t i n g  in the s t a t e  that the 
p r o p e r t y  is a v a i l a b l e  for d i s p o s i t i o n  and i n c l u d e  w i t h  the n o t i c e  
one c o p y  of ea c h  a p p r a i s a l  of the c o o p e r a t i v e  p r o p e r t y ;  and
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(4) at l e a s t  30 d a y s b e f o r e  the v o t e , m a i l  to all 
m e m b e r s  a n y  a l t e r n a t i v e  p r o p o s a l  m a d e  by a n o t h e r  c o o p e r a t i v e  or 
any a l t e r n a t i v e  p r o p o s a l  m a d e  b v  c o o p e r a t i v e  m e m b e r s  if it has 
been s u b m i t t e d  to the b o a r d  a.nd s i g n e d  b y  50^ or m o r e  m e m b e r s , 
t o g e t h e r  w i t h  a n y  r e c o m m e n d a t i o n  t h a t  the b o a r d  has m a d e ,  and 
p l a c e  all s u c h  p r o p o s a l s  on the b a l l o t .

(c) T h i s  s e c t i o n  d o e s  not a p p l y  to the t r a n s f e r  of c o o p e r a­
tive p r o p e r t y  p u r s u a n t  to AS 1 0 . 2 5  .240 - »300.

Sec. 1 0 . 2 5 . 4 1 0 .  N o n l i a b i l i t y  of m e m b e r s  f o r  d e b t s  of 
c o o p e r a t i v e .  N o  m e m b e r  is l i a b l e  or r e s p o n s i b l e  f o r  a n y  d e b t s  of 
the c o o p e r a t i v e  a n d  the p r o p e r t y  of the m e m b e r s  is n o t  s u b j e c t  to
e x e c u t i o n  t h e r e f o r .  (§ 25 ch 93 S L A  1 9 5 9 )

••Sec. 1 0 . 2 5 . 4 2 0 .  E f f e c t  of r e c o r d a t i o n  o f  m o r t g a g e s .  A 
m o r t g a g e ,  d e e d  of tr u s t ,  or o t h e r  i n s t r u m e n t  e x e c u t e d  by a 
c o o p e r a t i v e ,  w h i c h  a f f e c t s  real a n d  p e r s o n a l  p r o p e r t y  a n d  w h i c h  
is r e c o r d e d  in the r e a l  p r o p e r t y  r e c o r d s  in the c i ty, b o r o u g h  or 
o t h e r  r e c o r d i n g  d i s t r i c t s  in w h i c h  the p r o p e r t y  is l o c a t e d  or is 
to be l o c a t e d  has the s a m e  e f f e c t  as if r e c o r d e d ,  f i l e d  or 
i n d e x e d  as p r o v i d e d  by  l a w  in the p r o p e r  o f f i c e  in the city, 
b o r o u g h  or o t h e r  r e c o r d i n g  d i s t r i c t  as a m o r t g a g e  of p e r s o n a l  
p r o p e r t y .  A l l  a f t e r - a c q u i r e d  p r o p e r t y  of the c o o p e r a t i v e  
d e s c r i b e d  or r e f e r r e d  to as b e i n g  m o r t g a g e d  or  p l e d g e d  in a
m o r t g a g e ,  d e e d  of t r u s t  or o t h e r  i n s t r u m e n t  is s u b j e c t  to the
li e n  t h e r e o f  i m m e d i a t e l y  u p o n  the a c q u i s i t i o n  of s u c h  p r o p e r t y  by 
the c o o p e r a t i v e ,  w h e t h e r  or not the p r o p e r t y  w a s  in e x i s t e n c e  at 
the time of the e x e c u t i o n  of the m o r t g a g e ,  d e e d  of t r u s t  or o t h e r  
i n s t r u m e n t .  R e c o r d a t i o n  of su c h  m o r t g a g e ,  d e e d  of t r u s t  or o t her 
i n s t r u m e n t  c o n s t i t u t e s  n o t i c e  a n d  has the s a m e  e f f e c t  w i t h  
r e s p e c t  to a f t e r - a c q u i r e d  p r o p e r t y  as it has u n d e r  the laws 
r e l a t i n g  to r e c o r d a t i o n  of p r o p e r t y  o w n e d  by the c o o p e r a t i v e  at 
the time of t h e  e x e c u t i o n  of the m o r t g a g e ,  d e e d  of t r u s t  or o t h e r  
i n s t r u m e n t  a n d  d e s c r i b e d  in it or r e f e r r e d  to as b e i n g  m o r t g a g e d  
or p l e d g e d  t h e r e b y .  T h e  li e n  of s u c h  m o r t g a g e ,  d e e d  of t r u s t  or 
o t h e r  i n s t r u m e n t  u p o n  p e r s o n a l  p r o p e r t y  a f t e r  its r e c o r d a t i o n  
c o n t i n u e s  for the p e r i o d  of ti m e  s p e c i f i e d  in the i n s t r u m e n t  
w i t h o u t  r e f i l i n g  or the f i l i n g  of a r e n e w a l  c e r t i f i c a t e ,  a f f i d a­
vi t  or o t h e r  s u p p l e m e n t a l  i n f o r m a t i o n  r e q u i r e d  by  the laws 
r e l a t i n g  to the r e n e w a l ,  m a i n t e n a n c e  or e x t e n s i o n  of liens upon 
p e r s o n a l  p r o p e r t y .  (§ 26 ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 4 3 0 .  V a l i d i t y  of m o r t g a g e  u n d e r  R u r a l  E l e c t r i­
fi c a t i o n  A c t  o f  1 936. A  m o r t g a g e  m a d e  by a c o o p e r a t i v e  o r g a n i z e d  
u n d e r  this c h a p t e r  to the U n i t e d  S t a t e s  of A m e r i c a ,  or-.any a g e n c y  
or i n s t r u m e n t a l i t y  of it, to s e c u r e  i n d e b t e d n e s s  i n c u r r e d  u n d e r  
the R u r a l  E l e c t r i f i c a t i o n  A c t  of 1936, as a m e n d e d ,  is not v o i d  as 
a g a i n s t  c r e d i t o r s  of the m o r t g a g o r  and s u b s e q u e n t  p u r c h a s e r s  and 
e n c u m b r a n c e r s  of the p r o p e r t y  in g o o d  f a i t h  for v a l u e  b e c a u s e  
the m o r t g a g e  is not a c c o m p a n i e d  by an a f f i d a v i t  of the p a r t i e s  to



it, or an a f f i d a v i t  of the a g e n t  or a t t o r n e y  in f a c t  of a p a r t y  
to it, th a t  t h e  m o r t g a g e  is m a d e  in g o o d  f a i t h  to s e c u r e  the 
a m o u n t  na m e d ,  a n d  w i t h o u t  a d e s i g n  to h i n d e r ,  d e l a y  or d e f r a u d  
c r e d i t o r s .  A  m o r t g a g e  m a d e  b y  a c o o p e r a t i v e  o r g a n i z e d  u n d e r  this 
c h a p t e r  to t h e  U n i t e d  S t a t e s  of A m e r i c a ,  or a n y  a g e n c y  or i n s t r u­
m e n t a l i t y  of it to s e c u r e  i n d e b t e d n e s s  i n c u r r e d  u n d e r  the R ural 
E l e c t r i f i c a t i o n  A c t  of 1936, as a m e n d e d ,  n e e d  not s e t  f o r t h  the 
d a t e  u p o n  w h i c h  the i n d e b t e d n e s s  s e c u r e d  b y  it b e c o m e s  due.
(§ 26 ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 4 4 0 .  C o n s t r u c t i o n  s t a n d a r d s .  C o n s t r u c t i o n  of 
e l e c t r i c  l i n e s  and f a c i l i t i e s ,  or t e l e p h o n e  l i n e s  a n d  f a c i l i t i e s ,  
by  a c o o p e r a t i v e  s h a l l ,  as a - m i n i m u m  r e q u i r e m e n t ,  c o m p l y  w i t h  the 
s t a n d a r d s  of the N a t i o n a l  E l e c t r i c a l  S a f e t y  C o d e  in e f f e c t  at the 
t i m e  of c o n s t r u c t i o n .  (§ 27 ch 93 S L A  1959).

Sec. 1 0 . 2 5 . 4 5 0 .  D i r e c t o r s ,  o f f i c e r s  or m e m b e r s  as notar i e s .  
N o  p e r s o n  a u t h o r i z e d  to t a k e  a c k n o w l e d g m e n t s  u n d e r  the laws of 
this s t a t e  is d i s q u a l i f i e d  f r o m  t a k i n g  a c k n o w l e d g m e n t s  of i n s t r u­
m e n t s  to w h i c h  a c o o p e r a t i v e  is a p a r t y  b e c a u s e  he is an officer, 
d i r e c t o r  or m e m b e r  of the c o o p e r a t i v e .  (§ 28 ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 4 6 0 .  R e g i s t e r e d  o f f i c e  a n d  r e g i s t e r e d  agent.
E a c h  c o o p e r a t i v e  s h a l l  h a v e  and c o n t i n u o u s l y  m a i n t a i n  in the 
s t a t e

(1) a r e g i s t e r e d  o f f i c e  w h i c h  m a y  be, b u t  n e e d  not be, the 
s a m e  as the l o c a t i o n  of the p r i n c i p a l  offi c e ;

(2) a r e g i s t e r e d  a g e n t  w h o  is an i n d i v i d u a l  r e s i d e n t  in the 
s t a t e  a n d  w h o s e  b u s i n e s s  o f f i c e  is i d e n t i c a l  w i t h  the r e g i s t e r e d  
o f f i c e .  (§ 29 ch  93 S L A  1959)

Sec. 1 0 . 2 5 . 4 7 0 .  C h a n g e  of r e g i s t e r e d  o f f i c e  or r e g i s t e r e d  
a g e n t .  A  c o o p e r a t i v e  m a y  c h a n g e  its r e g i s t e r e d  o f f i c e  or c h a n g e  
its r e g i s t e r e d  a g e n t ,  or both, u p o n  f i l i n g  in the o f f i c e  of the 
c o m m i s s i o n e r  a s t a t e m e n t  s e t t i n g  f orth

(1) the n a m e  of the c o o p e r a t i v e ;
(2) the a d d r e s s  of its r e g i s t e r e d  o f f i c e ;
(3) if the a d d r e s s  of its r e g i s t e r e d  o f f i c e  is c h a n g e d ,  the 

a d d r e s s  of the n e w  r e g i s t e r e d  office;
(4) the n a m e  of the r e g i s t e r e d  agent;
(5) if its r e g i s t e r e d  a g e n t  is c h a n g e d ,  the na m e  of its new 

r e g i s t e r e d  age n t ;
(6) t h a t  the a d d r e s s  of its r e g i s t e r e d  o f f i c e  a n d  the 

a d d r e s s  of the b u s i n e s s  o f f i c e  a n d  its r e g i s t e r e d  agent, as 
c h a n g e d ,  w i l l  be i d e n t i c a l ;

(7) th a t  s u c h  c h a n g e  was a u t h o r i z e d  b y  r e s o l u t i o n  a d o p t e d  by 
its b o a r d  of d i r e c t o r s .  (§ 30 ch 93 S L A  1959)
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Sec. 1 0 . 2 5 . 4 8 0 .  E x e c u t i o n  a n d  f i l i n g  of s t a t e m e n t .  The 
s t a t e m e n t  of c h a n g e  of o f f i c e  or a g e n t  s h a l l  be e x e c u t e d  by  the 
c o o p e r a t i v e  b y  its p r e s i d e n t  or v i c e  p r e s i d e n t ,  v e r i f i e d  b y  him, 
a n d  d i r e c t e d  to the c o m m i s s i o n e r .  If the c o m m i s s i o n e r  f i n d s  that 
the s t a t e m e n t  c o n f o r m s  to this c h a p t e r ,  he s h a l l  f i l e  it in his 
o f f i c e .  U p o n  the f i l i n g ,  the c h a n g e  of a d d r e s s  of the r e g i s t e r e d  
o f f i c e ,  a n d  the a p p o i n t m e n t  of the r e g i s t e r e d  a g e n t ,  or b o th, as 
the c a s e  m a y  be, is e f f e c t i v e .  (§ 30 c h  93 S L A  1959)

Sec. 1 0 . 2 5 . 4 9 0 .  R e s i g n a t i o n  o f  r e g i s t e r e d  a g e n t .  A  
r e g i s t e r e d  a g e n t  of a c o o p e r a t i v e  m a y  r e s i g n  by f i l i n g  a w r i t t e n  
n o t i c e  of r e s i g n a t i o n ,  e x e c u t e d  in d u p l i c a t e ,  w i t h  t h e  c o m­
m i s s i o n e r .  T h e  c o m m i s s i o n e r  s h a l l  i m m e d i a t e l y  m a i l  a c o p y  of it 
to the c o o p e r a t i v e  at its r e g i s t e r e d  o f f i c e .  T h e  a p p o i n t m e n t  of 
the a g e n t  t e r m i n a t e s  30 d a y s  a f t e r  r e c e i p t  of the n o t i c e  b y  the 
c o m m i s s i o n e r .  (§ 30 ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 5 0 0 .  S e r v i c e  of p r o c e s s  on c o o p e r a t i v e .  (a) The 
r e g i s t e r e d  a g e n t  of a c o o p e r a t i v e  is an a g e n t  of the c o o p e r a t i v e  
upon w h o m  p r o c e s s ,  n o t i c e  or d e m a n d  r e q u i r e d  or p e r m i t t e d  b y  law 
to be s e r v e d  upon the c o o p e r a t i v e  m a y  be s e r v e d .

(b) W h e n  a c o o p e r a t i v e  f a ils to a p p o i n t  or m a i n t a i n  a 
r e g i s t e r e d  a g e n t  in the state, or wh e n  its r e g i s t e r e d  a g e n t  c a n­
not w i t h  r e a s o n a b l e  d i l i g e n c e  be f o und at the r e g i s t e r e d  o f f i c e ,  
then the c o m m i s s i o n e r  is an a g e n t  of the c o o p e r a t i v e  u p o n  w h o m  
p r o c e s s ,  n o t i c e  or d e m a n d  m a y  be s e r ved. (§ 31 c h  93 S L A  1959)

Sec. 1 0 . 2 5 . 5 1 0 .  M a n n e r  of s e r v i c e  on c o m m i s s i o n e r .
(a) S e r v i c e  on the c o m m i s s i o n e r  is m a d e  by d e l i v e r i n g  to and 
l e a v i n g  w i t h  him, or w i t h  a c l e r k  h a v i n g  c h a r g e  of the c o r­
p o r a t i o n  d e p a r t m e n t  of his o f f i c e ,  d u p l i c a t e  c o p i e s  of the 
p r o c e s s ,  n o t i c e  or d e m a n d .  The c o m m i s s i o n e r  s h a l l  i m m e d i a t e l y  
have one c o p y  f o r w a r d e d  by r e g i s t e r e d  mail, a d d r e s s e d  to the 
c o o p e r a t i v e  at its r e g i s t e r e d  o f f i c e .  S e r v i c e  on the c o m­
m i s s i o n e r  is r e t u r n a b l e  in not less than 30 d ays.

(b) T h e  c o m m i s s i o n e r  s hall k e e p  a r e c o r d  of e a c h  p r o c e s s ,  
n o t i c e  a n d  d e m a n d  s e r v e d  upon h i m  u n d e r  this s e c t i o n ,  and s h a l l  
r e c o r d  the ti m e  of s e r v i c e  and his a c t i o n  w i t h  r e f e r e n c e  to it.
(§ 31 ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 5 2 0 .  O t h e r  m e a n s  of  s e r v i c e  n o t  a f f e c t e d .
N o t h i n g  in §§ 500 a n d  510 of th i s  c h a p t e r  l i m i t s  o r  a f f e c t s  the 
r i g h t  to s e r v e  p r o c e s s ,  n o t i c e  or d e m a n d  r e q u i r e d  or p e r m i t t e d  by 
l a w  to be s e r v e d  on a c o o p e r a t i v e  in a n y  o t h e r  m a n n e r  p e r m i t t e d  
by law. (§ 31 ch 93 S L A  1959)

- 2 0 -



Sec. 1 0 . 2 5 . 5 3 0 .  Fees. (a) T h e  c o m m i s s i o n e r  s h a l l  e s t a b l i s h  
by  r e g u l a t i o n  s u b j e c t  to AS 1 0 . 0 5 . 7 7 3 ,  c h a r g e  a n d  c o l l e c t  f i l i n g  
fees for

(1) f i l i n g  a r t i c l e s  of i n c o r p o r a t i o n ;
(2) f i l i n g  a r t i c l e s  of a m e n d m e n t ;
(3) f i l i n g  a r t i c l e s  of c o n s o l i d a t i o n  or m e r g e r ;
(4) f i l i n g  a r t i c l e s  of c o n v e r s i o n ;
(5) f i l i n g  c e r t i f i c a t e  of e l e c t i o n  to d i s s o l v e ;
(6) f i l i n g  a r t i c l e s  of d i s s o l u t i o n ;
(7) f i l i n g  c e r t i f i c a t e  of c h a n g e  of p r i n c i p a l  o f f i c e  a n d  

d e s i g n a t i o n  or c h a n g e  of r e g i s t e r e d  o f f i c e  a n d  r e g i s t e r e d  ag e n t ;  
and

(8) a c t i n g  as a g e n t  for s e r v i c e  of p r o c e s s .
(b) T h e  d e p a r t m e n t  m a y  b y  r e g u l a t i o n  c h a r g e  e a c h  c o o p e r a t i v e  

s u b j e c t  to AS 1 0 . 2 5 . 0 1 0  - 1 0 . 2 5 . 6 5 0  a f i x e d  fee in p l a c e  of the 
v a r i o u s  fees s p e c i f i e d  in AS 1 0 . 2 5 . 0 1 0  - 1 0 . 2 5 . 6 5 0 ,  w i t h  the 
e x c e p t i o n  (a)(1) of this s e c t i o n ,  and for the r o u t i n e  a d m i n i s t r a­
tive s e r v i c e s  r e n d e r e d  to the c o r p o r a t i o n  by  t h e  d e p a r t m e n t .  An 
i n c r e a s e  in the f i x e d  fee c h a r g e d  u n d e r  this s u b s e c t i o n  is s u b­
ject to AS 1 0 . 0 5 . 7 7 3 .  (§ 32 ch 93 S L A  1959; a m  § 52 ch 170 S L A
1976; a m  § 69 ch 123 S L A  1980)

Sec. 1 0 . 2 5 . 5 4 0 .  T a x a t i o n  of c o o p e r a t i v e s .  (a) C o o p e r a t i v e s  
u n d e r  AS 1 0 . 2 5 . 0 1 0  - 1 0 . 2 5 . 6 5 0  s h a l l  a p p l y  for a b u s i n e s s  l i c e n s e  
a nd p a y  the i n i t i a l  l i c e n s e  fee as p r o v i d e d  by the A l a s k a  
B u s i n e s s  L i c e n s e  Act (AS 4 3 . 7 0 . 0 2 0  - 4 3 . 7 0 . 1 2 0 ) ,  as a m e n d e d .

(b) B e f o r e  M a r c h  1 of e a c h  year,
(1) e a c h  t e l e p h o n e  c o o p e r a t i v e  s h a l l  p a y  to the state, 

i n s t e a d  of s t a t e  a n d  l o c a l  ad v a l o r e m ,  i n c o m e  and e x c i s e  taxes 
w h i c h  m a y  be a s s e s s e d  or levied, a p e r c e n t a g e  of its g r o s s  r e v e­
nue e a r n e d  d u r i n g  the p r e c e d i n g  c a l e n d a r  year;

(2) e a c h  e l e c t r i c  c o o p e r a t i v e  s hall p a y  to the state, 
i n s t e a d  of s t a t e  and l o c a l  ad v a l o r e m ,  i n c o m e  a n d  e x c i s e  t axes 
w h i c h  m a y  be a s s e s s e d  or levied, a tax on che n u m b e r  of k i l o w a t t  
h o u r s  of e l e c t r i c i t y  s o l d  at r e t a i l  by the c o o p e r a t i v e  d u r i n g  the 
p r e c e d i n g  c a l e n d a r  year. (§ 33 ch 93 S L A  1959; a m  § 1 ch 66 S L A  
1960; am § 1 ch 74 S L A  1980)

Sec. 1 0 . 2 5 . 5 5 0 .  A m o u n t  of t e l e p h o n e  c o o p e r a t i v e  g r o s s  r e v e­
nue tax. T h e  t e l e p h o n e  c o o p e r a t i v e  g r o s s  r e v e n u e  t a x  s h a l l  be 
c o m p u t e d  as fol l o w s :

(1) one p e r c e n t  of g ross r e v e n u e  for c o o p e r a t i v e s  w h i c h  ha v e  
f u r n i s h e d  t e l e p h o n e  s e r v i c e  to c o n s u m e r s  for l e s s  th a n  five y e a r s  
as of D e c e m b e r  31 of the p r e c e d i n g  c a l e n d a r  year;

(2) two p e r c e n t  of g r oss r e v e n u e  for c o o p e r a t i v e s  w h i c h  h a v e  
f u r n i s h e d  t e l e p h o n e  s e r v i c e  to c o n s u m e r s  for f i v e  y e a r s  or l o n g e r  
as of D e c e m b e r  31 of the p r e c e d i n g  c a l e n d a r  y ear. (§ 33 ch 93 
S L A  1959; a m  § 1 ch 6« S L A  1960; a m  § 2 ch 74 S L A  1980)



Sec. 1 0 . 2 5 . 5 5 5 .  A m o u n t  of e l e c t r i c  c o o p e r a t i v e  tax. (a) T h e  
e l e c t r i c  c o o p e r a t i v e  t a x  s h a l l  be c o m p u t e d  as fol l o w s :

(1) o n e - f o u r t h  m i l l  p e r  k i l o w a t t  h o u r  for c o o p e r a t i v e s  w h i c h  
h a v e  f u r n i s h e d  e l e c t r i c  e n e r g y  a n d  p o w e r  to c o n s u m e r s  for less 
th a n  five y e a r s  as of D e c e m b e r  31 of the p r e c e d i n g  c a l e n d a r  year;

(2) o n e - h a l f  m i l l  p e r  k i l o w a t t  ho u r  for c o o p e r a t i v e s  w h i c h  
h a v e  f u r n i s h e d  e l e c t r i c  e n e r g y  a n d  p o w e r  to c o n s u m e r s  for five 
y e a r s  or l o n g e r  as of D e c e m b e r  31 of the p r e c e d i n g  c a l e n d a r  year.

(b) In this s e c t i o n ,  ’'mill" m e a n s  o n e - t e n t h  of o n e  cent.
(§ 3 ch 74 S L A  1980)

Sec. 1 0 . 2 5 . 5 6 0 .  M a n n e r  of c o m p u t i n g  t e l e p h o n e  c o o p e r a t i v e  
g r o s s  r e v e n u e .  G r o s s  r e v e n u e  of a t e l e p h o n e  c o o p e r a t i v e  i n c l u d e s  
a l l  r e v e n u e s  e a r n e d  f r o m  l o c a l  a n d  toll s e r v i c e s .  (§ 33 ch 93 
S L A  1959; am  § 4 ch 74 S L A  1980)

Sec. 1 0 . 2 5 . 5 7 0 .  R e f u n d  to l o c a l  g o v e r n m e n t s .  T h e  p r o c e e d s  
of the t e l e p h o n e  c o o p e r a t i v e  g r o s s  r e v e n u e  tax a n d  the e l e c t r i c  
c o o p e r a t i v e  tax, less the a m o u n t  e x p e n d e d  by the s t a t e  in their 
c o l l e c t i o n ,  s h all be r e f u n d e d  to an o r g a n i z e d  b o r o u g h  or a c i t y  
of any c l a s s  i n c o r p o r a t e d  u n d e r  s t a t e  law, in the p r o p o r t i o n  that 
the r e v e n u e  was e a r n e d  w i t h i n  the c i t y  or the b o r o u g h  ar e a  o u t­
side the city. H o w e v e r ,  taxes c o l l e c t e d  on g r o s s  r e v e n u e  e a r n e d  
b y  a t e l e p h o n e  c o o p e r a t i v e  or on the sale of e l e c t r i c i t y  b y  an 
e l e c t r i c  c o o p e r a t i v e  o u t s i d e  a c i t y  or o r g a n i z e d  b o r o u g h  s h a l l  be 
r e t a i n e d  b y  the s t a t e  a n d  d e p o s i t e d  into its g e n e r a l  fund. (§ 33 
ch 93 S L A  1959; am § 1 ch 241 S L A  1970; a m  § 5 ch 74 S L A  1980)

Sec. 1 0 . 2 5 . 5 8 0 .  I n v e n t o r y  a n d  f i x t u r e s  s u b j e c t  to taxation. 
T h e  i n v e n t o r y  a n d  f i x t u r e s  of a b u s i n e s s  o p e r a t e d  b y  a c o o p e r a­
tive  i n c i d e n t a l  to the f u r n i s h i n g  of c e n t r a l  s t a t i o n  e l e c t r i c  
s e r v i c e ,  i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  a p p l i a n c e  s t o r e s  or 
d e p a r t m e n t s ,  is not e x e m p t  f r o m  ad v a l o r e m  taxes. The i n v e n t o r y  
a n d  a c c o u n t s  of t h ese b u s i n e s s e s  s h a l l  be s e p a r a t e l y  m a i n t a i n e d  
a n d  taxes s h a l l  be p a i d  u p o n  t h e m  as p r o v i d e d  by  law. (§ 33 
ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 5 9 0 .  C o n n e c t i o n  a n d  i n t e r c o n n e c t i o n  of f a c i l i­
ties. A  t e l e p h o n e  c o o p e r a t i v e  o r g a n i z e d  or d o i n g  b u s i n e s s  
u n d e r  this ch a p t e r ,  h e r e a f t e r  d e s i g n a t e d  as a p p l i c a n t ,  m a y  
r e q u i r e  a p e r s o n  f u r n i s h i n g  t e l e p h o n e  s e r v i c e  to the p u b l i c  in 
the state, h e r e a f t e r  d e s i g n a t e d  as c o m p a n y ,  to i n t e r c o n n e c t  its 
lines, f a c i l i t i e s  or s y s t e m s  w i th, or o t h e r w i s e  m a k e  a v a i l a b l e  
the lines, f a c i l i t i e s  or s y s t e m s  to, the a p p l i c a n t ' s  t e l e p h o n e  
lines, f a c i l i t i e s  or s y s t e m s ,  in o r d e r  to p r o v i d e  a c o n t i n u o u s  
l i n e  of c o m m u n i c a t i o n  for the a p p l i c a n t ' s  s u b s c r i b e r s .  If the 
c o m p a n y  and the a p p l i c a n t  a r e  u n a b l e  to a g r e e  u p o n  the terms and
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c o n d i t i o n s  of i n t e r c o n n e c t i o n ,  i n c l u d i n g  c o m p e n s a t i o n ,  the 

s u p e r i o r  c o u r t  shall, u p o n  p e t i t i o n  of the p a r t i e s ,  or e i t h e r  of 
them, e s t a b l i s h  the t e r m s  a n d  c o n d i t i o n s .  T h e  t e r m s  a n d  c o n­
d i t i o n s  s h all be r e a s o n a b l e  and n o n d i s c r i m i n a t o r y . (§ 34 ch 93
S L A  1959)

Sec. 1 0 . 2 5 . 6 0 0 .  C o r r e c t i o n  of d e f e c t i v e l y  o r g a n i z e d  c o o p e r a­
tives .  If a c o o p e r a t i v e  has f i l e d  d e f e c t i v e  a r t i c l e s  of i n c o r­
po r a t i o n ,  or has f a i l e d  to do all t h i n g s  n e c e s s a r y  to p e r f e c t  its 
c o r p o r a t e  o r g a n i z a t i o n ,  it m a y  file c o r r e c t e d  a r t i c l e s  of i n c o r­
p o r a t i o n ,  or a m e n d  the o r i g i n a l  a r t i c l e s ,  a n d  d o  a n d  p e r f o r m  all 
a c t s  a n d  t h i n g s  n e c e s s a r y  for the c o r r e c t i o n  of the d e f e c t s .  The 
a c t i o n  so t a ken is v a l i d  and b i n d i n g  up o n  all p e r s o n s  c o n c e r n e d .  
T h e  c a p a c i t y  of the c o o p e r a t i v e  to file c o r r e c t e d  a r t i c l e s  of 
i n c o r p o r a t i o n  or a m e n d m e n t s  to the o r i g i n a l  a r t i c l e s ,  or  to do 
and p e r f o r m  all ac t s  a n d  things n e c e s s a r y ,  m a y  not be q u e s t i o n e d .  
(§ 37 ch 93 S L A  1959)

A r t i c l e  5. G e n e r a l  P r o v i s i o n s .

Sec. 1 0 . 2 5 . 6 1 0 ,  P u r p o s e .  C o o p e r a t i v e ,  n o n p r o f i t ,  m e m b e r s h i p  
c o r p o r a t i o n s  m a y  be o r g a n i z e d  u n d e r  this c h a p t e r  for the p u r p o s e  
of s u p p l y i n g  e l e c t r i c  e n e r g y  or t e l e p h o n e  s e r v i c e  a n d  p r o m o t i n g  
a n d  e x t e n d i n g  the u s e  of t h e s e  s e r v i c e s .  (§ 2 ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 6 2 0 .  C h a p t e r  e x t e n d e d  to e x i s t i n g  c o o p e r a t i v e s .

Sec. 1 0 . 2 5 . 6 3 0 .  C o n s t r u c t i o n  of c h a p t e r .  T h i s  c h a p t e r  is 
c o m p l e t e  in i t s e l f  a n d  is c o n t r o l l i n g .  T h e  p r o v i s i o n s  of any 
o t h e r  law of the s t a t e  r e l a t i n g  to the o r g a n i z a t i o n  of a c o r­
p o r a t i o n ,  e x c e p t  as p r o v i d e d  in this c h a p t e r ,  do  not a p p l y  to a 
c o o p e r a t i v e  o r g a n i z e d  u n d e r  this c h a p t e r .  The e n u m e r a t i o n  of an 
o b j e c t ,  p u r p o s e ,  po w e r ,  m a n n e r ,  m e t h o d  or t h i n g  do e s  not e x c l u d e  
l i k e  or s i m i l a r  o b j e c t s ,  p u r p o s e s ,  powe r s ,  m a n n e r s ,  m e t h o d s  or 
t h i n g s .  (§ 35 ch 93 S L A  1959)

Sec. 1 0 . 2 5 . 6 4 0 .  D e f i n i t i o n s .  As u s e d  in AS 1 0 . 2 5 . 0 1 0  - 
1 0 . 2 5 . 6 5 0

(1) " c o m m i s s i o n e r "  m e a n s  the c o m m i s s i o n e r  of c o m m e r c e  and 
e c o n o m i c  d e v e l o p m e n t ;

(2) " c o o p e r a t i v e "  m e a n s  a c o r p o r a t i o n  o r g a n i z e d  u n d e r
AS 1 0 . 2 5 . 0 1 0  - 1 0 . 2 5 . 6 5 0  or w h i c h  b e c o m e s  s u b j e c t  to AS 1 0 . 2 5 . 0 1 0  
- 1 0 . 2 5 . 6 5 0  in the m a n n e r  p r o v i d e d  in AS 1 0 . 2 5 . 0 1 0  - 1 0 . 2 5 . 6 5 0 ;

(3) "p e r s o n "  m e a n s  a n a t u r a l  p e r s o n ,  firm, a s s o c i a t i o n ,  c o r­
p o r a t i o n ,  b u s i n e s s  tr u s t ,  p a r t n e r s h i p ,  f e d e r a l  a g e n c y ,  s t a t e  or 
p o l i t i c a l  s u b d i v i s i o n ,  or an a g e n c y  of the s t a t e  or p o l i t i c a l  
s u b d i v i s i o n ,  or a b o d y  p o l i t i c ;
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(4) " t e l e p h o n e  s e r v i c e "  m e a n s  c o m m u n i c a t i o n  s e r v i c e  w h e r e b y  
v o i c e  c o m m u n i c a t i o n  t h r o u g h  the u s e  of e l e c t r i c i t y  is the p r i n­
ci p a l  i n t e n d e d  use, a n d  i n c l u d e s  all t e l e p h o n e  li n e s ,  f a c i l i t i e s  
or s y s t e m s  u s e d  in the r e n d i t i o n  of t h i s  s e r v i c e .

(5) " r e l a t e d  t e l e c o m m u n i c a t i o n s  s e r v i c e "  m e a n s  t e l e c o m­
m u n i c a t i o n s  s e r v i c e  w h e r e  t here is the t r a n s m i s s i o n  and r e c e p t i o n  
of m e s s a g e s ,  i m p r e s s i o n s ,  p i c t u r e s ,  a n d  s i g n a l s  b y  m e a n s  of 
e l e c t r i c i t y ,  e l e c t r o m a g n e t i c  w a v e s ,  a n d  a n y  o t h e r  k i n d  of e n e r g y ,  
f o r c e  v a r i a t i o n s ,  or i m p u l s e s ,  w h e t h e r  c o n v e y e d  b y  ca b l e ,  wire, 
r a d i a t e d  t h r o u g h  space, or t r a n s m i t t e d  t h r o u g h  o t h e r  m e d i a  w i t h i n  
a s p e c i f i e d  a r e a  or b e t w e e n  d e s i g n a t e d  p o i n t s .  (§ 3 ch  93 S L A  
1959; a m  § 10 ch 64 S L A  1959; a m  § 2 ch  1 S L A  1 9 61; a m  § 72
ch 218 S L A  1 9 76; a m  § 5 ch  136 S L A  1982)

'Sec. 1 0 . 2 5 . 6 5 0 .  S h o r t  title. T h i s  c h a p t e r  m a y  be c i t e d  as 
the 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 t i v e  A c t .  (§ 1 ch 93 S L A  1959)
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SUBJECT:

TO:

FROM:

S e c t io n a l a n a ly s is  o f  HB 394 (E le c t r i c  and te lephone c o op e ra tiv e )
R ep re sen ta tiv e  Dave Donley 
ChairmanHouse Labor and Commerce Committee
Teresa B. Cramerv̂ ^ L '
L e g is la t iv e  Counsel

You have requested  a s e c t io n a l a n a ly s is  o f  the above de­
sc rib ed  b i l l .
As a p re lim in a ry  m a tte r , note th a t a s e c t io n a l a n a ly s is  o r summary o f  a b i l l  shou ld  n o t be considered  an a u th o r i t a t iv e  in t e rp r e t a t io n  o f  the b i l l ,  and the b i l l  i t s e l f  i s  the b e s t 
statem ent o f  i t s  con ten ts .
S ec tion  1 in c rea se s  the powers o f  an e le c t r i c  o r  te lephone c o op e ra tiv e  to  in c lu d e  making c e r ta in  k inds o f  d on a tion s .
S ec tion  2 in c re a se s  the powers o f  an e le c t r i c  c o op e ra tiv e  to  in c lu d e  op e ra t in g  a waste heat d is t r ib u t io n  system and an 
e x is t in g  heat d is t r ib u t io n  system whether o r  n o t i t  uses 
waste h ea t .
S ec tion  3 removes the requ irem ent th a t amendments to  a c o o p e ra t iv e 1s bylaws be made a t  a m eeting .
S ec tion  4 pe rm its  the bylaws to  re q u ire  th a t a person  ob ta in in g  s e rv ic e  from  a co op e ra tiv e  become a member o f  the c o op e ra tiv e , and pe rm its  the bylaws to  p ro v id e  p rocedu res f o r  te rm in a tin g  o r  suspending a membership.
S ec tion  5 re q u ire s  th a t n o t ic e  o f  s p e c ia l meetings be g iven  between 90 and 120 days b e fo re  the m eeting , to g e th e r w ith  a 
n o t ic e  o f  the meeting purpose .



S ec tio n  6 p ro h ib i t s  members from  v o t in g  by p roxy  when a 
m a tte r xs subm itted to  a v o te  o f  the membership. The s e c t io n  con tinues to  perm it v o t in g  by m a i l.
S e c t io n  7 pe rm its the board o f  d i r e c to r s  o f  a c o op e ra tiv e  to  
f i x  a re c o rd  date in  advance o f  subm itting  a m a tte r to  a 
v o te  o f  the members to  determ ine the members who a re  e n t i t le d  to  v o te .
S e c t i o n  8 limits r e m o v a l  of directors to r e m o v a l  for cause, 
p e r m i t s - the b y l a w s  to a l l o w  p a y i n g  directors a  fee for 
a t t e n d i n g  m e e t i n g s  on b e h a l f  of the cooperative, and permits 
the c o o p e r a t i v e  to. p r o vi de  ins u ra nc e for the directors.

S ec tio n  9 add resses l i a b i l i t y ,  in d em n ific a t io n  and insu rance 
f o r  "p ro te c te d  p e rs o n s ,"  d e fin ed  as d i r e c t o r s , o f f i c e r s ,  
employees, and agents o f  the c o o p e ra t iv e . Subsec tion  (a.) l im i t s  in d iv id u a l l i a b i l i t y .  Subsec tion  (b ) r e q u ire s , w ith  
c e r t a in  ex cep tion s , a c o op e ra tiv e  to  indem nify a p ro te c ted  p e rson  u n le ss  p ro h ib ite d  by the c o o p e ra t iv e 's  a r t i c le s  o r by law s . Subsec tion  (c ) pe rm its a c o op e ra tiv e  to  in su re  
a g a in s t l i a b i l i t y  a s se rte d  ag a in s t a p ro te c te d  pe rson . 
Subsec tion  (d ) con ta in s d e f in i t i o n s .
S ec tion s  10 and 11 re q u ire  e le c t io n  o f  d i ■- ->rs ®rch yea r in s te a d  o f  a t  the  annual m eeting .
S ec tion s  12-14 address meetings o f  the b o a r i r f  d i r e c t o r s .
S e c tio n  12 perm its the board  to  meet by te le c o n fe re n c e  and 
l im i t s  a p p lic a t io n  o f  AS 1 0 .2 5 .1 7 5  to  a meeting a t  which a quorum o f  the board  p a r t ic ip a t e s .
S e c t io n  13 expands the su b je c ts  th a t  may be d iscussed  in  an ex ecu tiv e  s e s s io n .
S e c t io n  14 changes the e f f e c t  o f  v i o la t i o n  o f  the open 
meetings requ irem en t con ta ined  in  t h i s  s e c t io n . The law now 
p ro v id e s  th a t  a c t io n  taken  in  v i o la t i o n  o f  the s e c t io n  i s  
v o id . The amendment re q u ire s  the c o u rt  to  con s id e r a p p ro p r ia te  e q u ita b le  r e l i e f  in s te a d  o f  v o id in g  the a c t io n .
S e c t io n  15 pe rm its a c o op e ra tiv e  to  w ith h o ld  c e r ta in  m a te r ia ls  from  in sp e c t io n  by i t s  members.
S e c t io n  16 pe rm its  d ec is io n s  concern ing mergers to  be taken by m a iled  b a l lo t  r a th e r  than a t  a meeting o f  the membership.



Sec tion  17 pe rm its  d ec is io n s  concern ing c o n s o lid a t io n  to  be taken by m a il r a th e r  than a t a meeting o f  the members.
S ec tion  18 in c re a se s  the  re q u ire d  to  approve a d is s o lu t io n  
o f  the c o op e ra tiv e  from  a sim p le m a jo r i t y  to  a cw o-th ird s m a jo r i t y . I t  a ls o  pe rm its  the d e c is io n  to  be made by m a i l.
S ec tion s 19 and 20 address the s a le , le a s e , o r  d is p o sa l o f  a 
s u b s ta n t ia l p o r t io n  o f  a c o o p e ra t iv e 's  p ro p e rty .
S ec tion  19 a p p lie s  AS 1 0 .2 5 .4 0 0  to  any t ra n s a c t io n  d isp os ing  
o f  more than 15 p e rcen t o f  the c o o p e ra t iv e 's  t o t a l  a s s e ts .
I t  a ls o  pe rm its v o t in g  by m a i l, in c re a se s  the margin re q u ire d  f o r  ap p rova l from  a sim p le m a jo r i t y  to  a tw o -th ird s  m a jo r i t y , d e c la re s  th a t an e le c t io n  i s  n o t v a l id  un le ss  a t  
le a s t  10 p e rcen t o f  the e l i g i b le  members re tu rn ed  b a l lo t s ,  
and exempts t ra n s a c t io n s  w ith  the s ta te  from  the s e c t io n .
S ec tion  20 re q u ire s  a p p ra is a l o f  the p ro p e rty  to  be d isposed  o f ,  and n o t i f i c a t i o n  o f  the members o f  the is su e  and o f  
a lt e r n a t iv e  p ro p o s a ls .
S ec tion  21 i s  an immediate e f f e c t iv e  date c la u s e .
TC:bb wkb2/036



NAKNEK ELECTRIC ASSOCIATION, INC.
POST OFFICE BOX 118 • NAK ' EK, ALASKA 99633 •  PHONE (907) 246-4261

S j33;February 26, 1988

Dave Donley, Representative 
Alaska State Legislature 
PO Box V (MS 3100)
Juneau, AK 998li

Dear Representative Donley:

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

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

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

Of foremost concern to N.E.A. and the other Cooperatives in 
Alaska are the proposed changes to Article 3 of the Statute. Th *> 
most significant change here would be the increase in the vote 
required to sell a Cooperative from a simple majority to a two- 
thirds majority. We feel, that since the vote to sell or 
dissolve a Cooperative is the most important decision that the 
members can make, that this decision should be based on an 
overwhelming majority of the member/owners.

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

N.E.A. is also very interested in the proposed amendment to
Section 10.25.020, Powers of an Electric Cooperative.



Page Two

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

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

Sincerely,

Z 'rL ’i. ___________
Edwin Anderson, Vice-President

Dale Peters, Director
■ H '

 LCSL- ^ _
David Jedlickay Director

Daniel E. Bloomer, 
General Manager

cc: David Hutchens, ARECA
Roger Kemppel, N.E.A. Attorney


