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) SECTION 16. The Mortgagor will not, in any one year, without the approval
in writing of both of the Mortgagees, declare or pay any dividends, or pay or deter-
mine to pay any patronage refunds, or retire any patronage capital or make any other
cash distributions (such dividends, refunds, retirements and other distributions
being hereinafter collectively called "distributions"), to its members, stockholders
or consumers if after giving effect to any such distribution the total Equity of the
Mortgagor will not equal or exceed 40% of its total assets and other debits; provided,

‘hovever, that in any event the Mortgagor may make distributions to estates of deceased
patrons to the extent required or permitted by its articles of incorporation and

bylaws, and, if such distributions to such estates do not exceed 25% of the patronage
capital and margins received by the Mortgagor in the next preceding year, make such
additional distributions in any year as will not cause the total distributions in
such year to exceed 25% of the patronage capital and margins received in such next
preceding year, and provided, further, however, that in no event will the Mortgagor
make any distributions if there is unpaid when due any installment of principal of
or interest on the notes, if the Mortgagor is otherwise in default hereunder or if,
after giving effect to any such distribution, the Mortgagor's total current and
accrued assets would be less than its total current and accrued liabilities.

Tor the purpose of this section, a "cash distribution” shall be deemed to
include any general cancellation or abatement of charges for electric energy or serv-
ices furnished by the Mcrtgagor, but not the repayment of a membership tee of not in
excess of $25 upon termination of a membership. As used or applied in this Mortgage

(1) "Equity" shall mean the aggregate of Equities and Margins (as such terms are

defined in the Uniform System of Accounts) and Subordinated Indebtedness; and

(2) "Subordinated Indebtedness” shall mean unsecured indebtedness of the Mortgagor
payment of which shall be subordinated to the prior payment of the notes by subordi-
nation agreement in form and substance satisfactory to the Government and CFC.

- 14 -
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3300 Sumner Bouievard

Post Office Box 27306
Raieigh. North Carolina 27611
Pelephone: (919).872-0800

July 19, 1991

General Services Administration
FAR Secretariat (VRS)

18th and F Streets, N.W.

Room 4041

Washington, D.C. 20405

SUBJECT: FAR CASE 91-13
Dear Sir:

. As the statewide organization representing the 28 electric membership -
corporations in the State of North Carolina, we have serious concerns
regarding the above-referenced Federal Acquusntlon Regulation (" FAR")
The section which particularly concerns us is 52.241-13, entitled "Capital
Credits.”

Paragraph (b) of that section would require a cooperative furnishing
electricity to a government agency pursuant to the FAR to provide a list
of accrued capital credits by contract number, year, and delivery point
within 60 days after the close of a cooperative's fiscal year. It also
requires the cooperative to state the date payment would be made. These
portions of the proposed regulations are contrary to State and Federal law
and deference should be given to the requirements of law.

The requirement of providing a list of accrued capital credits within 60
days after the close of a cooperative's fiscal year runs counter to the
following legal and administrative concerns. First, under Federal law
cooperatives are not required to mail capital credit notices to their
members and may satisfy capital credit notification requirements simply and
cheaply by publishing a notice to the customers telling them how they
themselves can calculate capital credits for a given year. Second, doing
this within 60 days after the end of a given fiscal year may be an
impossibility. Many cooperatives are themselves members of supply
cooperatives and do not know the capital credits ailocated to them by their

. sunply cooperative within 60 days after the end of a given fiscal year and
thus cannot include supply cooperative capital credit allocations within
overall capital credits until they receive capital credit notices from their
supply cooperatives.

Stating the date payment of capital credits is to be made is a problem until = -
such time as the cooperative's board of directors authorizes the retirement
of capital credits. It is only then that the cooperative can state the date
that payment is to be made.

Iy 2?2 leiel)
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Paragraph (c) of section 52.241-13 raises some of the same concerns which
have already been expressed. For a cooperative to pay capital credits to
- a government entity at the expiration of the contract would require
violation of State and Federal legal principles.

We respectfully request that the offending sections of the proposed
regulations be changed so that government agencies abide by the same
legal principles as the citizens do. In these particular matters, the
government and its agencws should not be above the law

Sincerely yours,
Wayne D. Keller

Executive Vice President

ce: Managers, 28 NCAEC member systems



Membership Corporation

| Blue Ridge Electric - | q,[,-lz "qu |

Doug Johnson, Executive Vice President
Caller Service 112

Lenoir. North Carolina 28645

Telephone (704) 758-2283

July 19, 1991

General Services Administration
FAR Secretariat (VRS)

18th and F Streets, NW

Room 4041 ,
Washington, D. C. 20405

Reference: - FAR Case 91-13
Gentlemen:

We are in receipt of your proposed rule on acquisition of services from

~ utilities (56 Federal Register 23982).

We are opposed, to the adoption of this rule. In our opinion, if this
rule is adopted, it would provide preferent1a1 treatment for the
government in that it is requesting, in Section B relating to capital
credits, that the cooperative furnish the contracting officer with the
government the capital credits that have accrued to the government and
the date the payment is to be made. We do not specify the expected date
of payment to our other members; therefore, if this rule is adopted, we

- would be giving preferential treatment to the government.

If we are required to state when we plan to pay capital credits, it will
reduce our flexibility and will tie our hands in respect to our capital
credits policy. . We need to remain flexible as there are times that we
need to use a portion of our capital to build plant or to do replacement

of existing plant.

For the reasons stated above, we are in oppos1t1on to the adoption of
this proposed GSA rule.

Sincerely,

&,@«)W‘

Douglas W. Johnson | ]
Executive Vice President

DWJ:cwb : 2

c: Bob Bergland

JUL 22 (99

With offices in Lenoir, Boone, West Jefferson, and Sparta, N. C.



Cooperative, Inc.

M.J.M.. Electric o ;"/QI"', ,3’ ,/’0

P.O. Box 80 v : Dennis A. Keiser

Carlinville, 1L 62626 . Manager
Telephone: (217) 854-3137

July 19, 1991

General Services Administration

FAR Secretariat (VRS)

18th and "F" Streets, N.W.

Room 4041 :

Washington, D.C. 20405 ‘ -

Subject: Comments concerning FAR Case 91-13
To Whom It May Concern:

I read in the Federal Register, dated May 24, 1991
the Proposed Rules for Acquisition of Utility Services.

52.241-13 titled "Capital Credits" includes several
areas which concern me:

. Paragraph "B" in that section states that we should
: notify the Government within 60 days of all accrued
capital credits, at the close of the fiscal year. This
is too short a time for such notification.

Paragraph "B" also states that a date is to be given,
stating when the payment will be made. This will not
always be known at that point in time.

Paragraph "C" refers to payment of Capital Credits
to the Government. The manner in which it is stated is

simply discriminatory towards all other members of the
. Cooperative and should be deleted.

Sincerely,

P .

Dennis A. Keiser, General Manager
‘M.J.M. ELECTRIC COOPERATIVE, INC.

‘ DAK/de Tl

‘“Owned by those we serve’’



Kootenali Electric Codperative, Inc.

A Consumer Oiwened Electric Utility | Q""I-g l I (‘

July 19, 1991

General Services Administration

FAR Secretariat (VRS)

18th and F. Streets, N.W., Room 4041
Washington, D.C. 20405 '

Ref: FAR Case 91-13
Gentlemen:

We are alarmed by your proposed rule on the écquisition of
services from utilities (56 Federal Register 23982).

The proposed rule would blatantly require us to discriminate
against the consumers-owners of this cooperative in favor of
the U.S. government. We, like our sister cooperatives all
across the nation, are governed by state corporate law and
our by-laws.

Now comes the General Services Administration with the
arrogance to propose over riding the state’s authority to
govern as well as the cooperative’s by-laws. Further, to
stipulate special treatment right down to dictating
accounting procedures and payment of capital credits by
certified check. Maybe we should require GSA to pay its
utility bills on time with a certified check?

The proposed rules are ill advised and totally unnecessary.
We are a nonprofit business. That means whatever margin we
earn is owned (capital credits) by the people who paid it,
including GSA. As required by our state law and our by-laws
all of our members will be refunded their capital credits on .
exactly the same basis. We do not discriminate between the
poor elderly widow trying to survive on social securlty and
the powerful GSA. You should not either.

Sincerely,

ey 2ite ‘,

Charles Y. Walls
General Manager

~— .
- 7

e p-v-""\'

o A S R R
cc: Richard stallings ‘}L,\.! ¥otes i
Larry Larocco
Steve Symnms
Larry Craig L 22189

W. 2451 Dakota Ave. « P.O. Box 278 - Hayden, ID 83835-0278
(208) 765-1200 * Fax (208) 772-5858
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Malta, Monfand 59538
__July 19, 1991

General Services Administration
FAR Secretariat (VRS)

18th and F Streets, N.W.

Room 4041

Washington, D.C. 20405

Gentlemen:

This letter is in chject to the following action pertaining to
proposed rule an the acquisition of services from utilities
(56 Federal Register 23982.)

52.241-13 Capital Credits

‘ . : The Board of Dlrectors feel that suggested action would be very
detrimental to this coope:at::.ve and discriminating to the other
megber/consumers.

We are a cooperative and all menbers/cmsmers wham ever they
are (race,color, natural origin, etc.) to be treated equally.

Smcerely 7
W// / DY 2 aa O
Bill R. Henderson, Manager
ef
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Flszpriation, Inc.

July 19, 1991

General Services Administration

FAR Secretariat

18th and F Streets, NW

Room 4041 ,

Washington, DC 20405 ' : -

Dear FAR Secretariat:

This letter is in response to the Federal Register
Notice published by the General Services Adminis-
tration dated May 24, 1991 concerning Federal
Acquisition Regulation; Acquisition of Utility Services
(FAR case’ 91-13).

- The management of this cooperative closely studied
. and scrutinized the proposed regulations regarding
Federal acquisition of utility services (48 CFR, parts
6, 8, 15, 41, and 52). Understand that this co-
operative is organized under the Rural Elec-
trification Act. Our operation is governed by Federal
regulation and overseen by REA in Washington, DC. Our
by-laws are fundamentally a product of model by-laws
suggested and recommended by REA. Those by-laws
prohibit that which 52.241-13(c) requires. Understand
that there is a direct relationship between capital
credits and the financial stability of the cooperative.
Thus, the model by-laws provide that "if, . . . the
Board of Directors shall determine that the financial
condition of the cooperative will not be  impaired
thereby, the capital then credited to patrons’ accounts
may be retired in full or in part. Any such
retirements of capital shall be made in order of
priority according to the year in which the capital was
furnished and credited." (FIFO). Obviously, the
proposed rules conflict with REA’s model by-laws.
Moreover, the proposed rules discriminate in favor of
the governmental agencies and against non-governmental
members and patrons of this cooperative. There appears
no reasonable basis for such discrimination given that

® GZCENVEL
. I | .4:‘,;.“..1‘;. 10
- - AL 22199

440 Lake Street e P.0.Box 10 ¢ Lake Andes, South Dakota 57356 (60S5) 487-7321




Page | | q1-13-13

governmental agencies are generally perpetual in
duration. Governmental agencies which are of limited
duration have the same rights as natural and corporate
"persons" under the by-laws regarding retirement of
capital credits. We note that under existing REA law,
a cooperative with under forty percent (40%) equity
must obtain approval from REA to retire more than
‘twenty-five percent (25%) of the previous year’s
margins. That approval cannot be obtained within the
time frame specified in 52.241-13. Thus, your
regulations create an "impossibility of performance”
situation. Further, it should be of overriding concern
that these proposed regulations Jjeopardize the
existence of cooperatives with a substantial
governmental agency load. Understand that such a co-
operative must meet certain financial standards as set:
forth in REA and CFC mortgages. Failure to do so
amounts to a default and would require REA to operate
‘and manage the defaulting cooperative. If the capital
credits clause of the proposed contract results in a
default and the REA must then man and operate small
cooperatives, where are the savings to the Federal
~government? ' ‘

The disastrous effects of the proposed rules can
only be‘ ' avoided by excepting from their scope and
application rural electric cooperatives.

. In summary, the proposed regulations a) conflict
with existing REA law; b) have no reasonable basis in
fact; c) jeopardize the financial status of numerous
rural electric cooperatives; d) could result in an
overall increase in Federal expenditures; and e) would
likely increase the rates to the Federal government and
all members. '

Sincerely,
CHARLES MIX ELECTRIC ASSOCIATION, INC.

ok 27 gt

Mark W. Mengenhauser
Manager
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July 19, 1991

General Services Administration
FAR Secretariat (VRS)

18th and F Streets, NW
wWashington, D.C. 20405

RE: Comments of South Louisiana
Electric Cooperative on
FAR Case 91-13

Dear Sir,

South Louisiana Electric Cooperative Association
(SLECA), is a member-owned electric utility headquartered in
Bouma, Louisiana. At SLECA we are very concerned about some
of the provisions in the proposed rules in FAR Case 91-13.

- Under part 52.241-13 Capital Credits part (b), SLECA
would be unable to meet the 60 day requirement. SLECA’S
annual audit, which has an effect on capital credits, is not
completed until 90 days after the close of the fiscal year.

- The exact amount of capital credits to be distributed cannot
be accurately calculated and stated until after the audit.

The date of payment requirement of part 52.241-13 (b)
would also be impossible to comply with. SLECA cannot
project a date for future payment of capital credits for the
following reasons:

1) SLECA is paying capital credits on a 20 year
rotation. Capital credits are paid 20 years after
they are earned if, :

2) SLECA has met certain requirements of our mortgage
with the Rural Electrification Administration and,

3) SLECA has the cash reserves available to pay the
capital credits

The three conditions make progecting ‘a date of payment
impossible.

23
©

» .
WILLIE WIREOMAND | WILLIE WIREDMAND
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In order to comply with 52.241-13(c), SLECA would have
to violate its own By-Laws and Articles of Incorporation.
Under these terms SLECA cannot pay capital credits to any
member out of that member s proper payment order.

The overall record keeping requirements of Sectlcn
52.241-13 would present an additional strain on the llmlted
human resources of this small business.

Sincerely,

H -

- A,

Roy A. Landry
Manager, Flnance & Accountlng

’
A
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General Services Administration
FAR Secretariat (VRS)

18th and F Streets N.W. Room 4041
Washington, D.C. 20405

RE: FAR Case 91-13 :
Comments from Intermountain Rural Electric Associatzon
(IREA) Sedalia, Colorado 80135

To Whom It May Concern:

Intermountain Rural Electric Association (hereinafter
referred to as "IREA") an electric co-op presents herein its
comments regarding the proposed rule on the acquisition of

services from utilities (56 Federal Register 23982).

_ At the present time IREA assigns and pays capltal credits to
Government agencies consistent with the associations's by-laws
which prov1de that capital credits will be clearly reflected in

the appropriate patrons capital account within a reasonable time
e close the fisc ea As to the actual payment

being made it would be very difficult to pinpoint with any
accuracy a specific time such as "..within 60 days" and to do so.
it would constitute an unreasonable burden on IREA and contravene
its by-laws.

 IREA would respectfully request GSA to consider the
following:

1) For the year 1989 HUD had applied for 432 separate
electric services and for one contract in particular HUD was
credited with $0.13 (13 cents) as capital credits. It
becomes readily. apparent that to make an accounting of
capital credits for each individual contract would be
terribly burdensome and constitute an overkill.

2) For the fiscal year 1990 HUD‘appliéd for 775’separate
* contracts for service.

k3

3) As to the reference for a list of accrued credits for
each delivery point it should be noted that IREA's systenm
provides electric service for the V.A. at 36 delivery
points, the Forest Service at 24 delivery points and the

-l

C .
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U.S. Air Acédemy at 8 delivery points as well as other
delivery points for other agencies.

4) Pursuant to the mandates of the REA and CFC mortgage
requirements, the association can pay no more than 25% of
the previous year's margin in capital credits. Therefore,
before capital credits can be asszgned yet alone paid it
must first determine what margin, if any, will be accrued
‘and then only 25% of the previous year's margin may actually
be assigned.” To determine the precise amount and the date
of payment cannot possibly be done in the way the proposed
rule suggests. | .

5) IREA is a member-owned non-profit electric cooperative
organized under the laws of the State of Colorado and whose’
chief lender of funds is the REA, an agency of the U.S.
Department of Agriculture and subject to the rules,
regulations and laws of the above.

All of the foregoing constitute some of the basic objections
IREA has to sections (b) and (c) of 52.241--Capital Credits. IREA
presently serves over 52,000 meters. Proposing new rules is
fine, but much consideration must be given to the logistics
personnel and funding to implement such rules.

eneral Counsel IREA

/rdg .

(via Federal Express)
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Redwood Electric Cooperative

P.0. Box 15 Telephone
Clements, MN 56224 » : 692-2214

July 19, 1991

General Services Administration
FAR Secretariat (VRS)

18th & F Streets NW-

Room 4041

Washington, DC 20405

RE: FAR Case 91-13
Dear Sirs:

I am writing in regards to the proposed rule changc of the Federal Acquxsmon Regulations for the Acqmsmon of
- Utility Services (FAR Case 91-13).

It is my understanding that the purpose of this rule change is to give some consistency to Government contracts in
the acquisition of utility services. For the most part, this rule change will provide that. Unintentionally, though,
the proposed rule will have serious impacts on cooperatives and their member/owners because they ignore the
unique way in which cooperatives are structured as member-owned not-for-profit entities. Adoption of the rules,
as proposed, could result in violations of cooperative by-laws, articles of incorporation, Rural Electrification
Administration mortgage requirements, and state laws governing cooperative operattons

However, there are parts of this rule that will cause uqdue financial hardship on many cooperatives. Specifically,
[ am referring to 52.241-13 Capital Credits. By including parts (b) and (c) in this section, you are forcing
cooperatives to pay all remaining unpaid capital credits.

We agree with subsection (a) which indicates that the government, as any other member of a cooperaﬁve:

-....is entitled to capital credits consisteat with the by-laws of the cooperative, which states the
obhgahon of the [cooperative] to pay enpntal credits and which specifies the method and time of

payment.”

Most cooperatives retire their apital credits on some form of rotation basis. In our instance, we retire capital
credits on a 15-year cycle. Hence, those consumers that were members of the cooperative in 1976 will be
receiving their capital credits some time this year. For example, let’s say the Government has entered into a 20-
year power supply contract with a cooperative effective January 1971.

In January 1991 the contract expires. There is no reason for the government to renew it. According to part (c)
of the proposed rule, "... the Contractor shall make payment to the Governmeat for the unpaid capital credits.*

It is now possible for the Cooperative to experience undue financial hardship by having to refund capital credits
for 15 years of patronage before they are scheduled to be retired. This, in effect, puts the Government in a
position to collect capital credits before the remaining members are allowed to. If the Government must abide by

JuL 22 199l
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the by-laws of the cooperative, this rule would be in contlict with. the by-laws of this and hundrcds of other
cooperatives. If a matter such as this had to be settled in court, do the by-laws of a cooperative supersede the
rules of a governmental agency or vice versa? Part (c) must be amended by adding the words “on the Contract-
or's regular schedule for the retirement of capital credits™ to the end of the sentence.

Cépital credits are unique to "not-for-profit® cooperatives and of necessity must be treated in a manner which is
consistent with their by-laws, as well as applicable federal and state laws. In a cooperative, there are no "profits”
to be disbursed to investors. Rather, to the extent that income exceeds costs, these "margins" accurnulate as
capital credits. They are, in accordance with the cooperative's by-laws, returned to the member/owners in direct

proportion to their use of electricity. As a member of the cooperative, the government is entitled to be paid its
- capital credits, consistent with the cooperative's by-laws; it is not eatitled to become a privileged class of custom-
er. Provision of capital credits to the government in a manner which is inconsistent with the cooperatives’ by-
laws could be, in effect, providing the government with a preference over other cooperative members. This
treatment could be inconsistent with the requirement of the United States Internal Revenue Servxce for cooperanve

status, that the cooperative operate om a "cooperative basis. *

Part (b) of the proposed rule change must be redefined. Curreatly, this part would make it obligatory for the
Contractor to pay capital credits on a date stated 60 days-after the close of the fiscal year. There are numerous
cooperatives that pay their capital credits up to a year after the Board of Directors has announced that capital
credits would be retired. For example, the above cooperative uses a fiscal year of January 1 - December 31. On
February 15, 1978, the Board of Directors announce that the date consumers can expect to receive a capital credit
check is December 15, 1978. On December 2, 1978, a storm damages or destroys a majority of the system. If,
for circumstances beyond ‘the cooperative’s control, it is necessary to withhold payment of the capital credits, is
the cooperative obligated to pay the capital credits to the Government?

To determine the amount of capital credits to be paid to the Government and the date the payment would be made,
would be difficult, if not impossible. While some indication of the amount of capital credits may be ascertainable
. at the close of the fiscal year, depending upon the by-laws of the cooperative and its financial condition, these
credits will be held by the cooperative for a period determined by the cooperative and applied uniformly to all
members. If during that period, which typically runs 15 years, our cooperative experiences circumstances as
described above, it might be necessary to withhold payments of those capital credits. Additionally, the coopera-
tive is prohibited from paying capital credits unless the cooperative has met the financial standards established by
the United States Department of Agriculture, Rural Electrification Administration, and anyone else who is a co-
mortgagee with REA.

Many distribution cooperatives are member-owners of generation and transmission cooperatives (G&Ts), and as
such, are entitled to receive capital credits from the G&T. It would be virtually impossible to determine the
appropriate capital credits due the distribution cooperative from the G&T, and consequently the distribution
cooperative’s own member/owners, within 60 days after the close of the distribution cooperative's fiscal year.

More importantly, though, I believe that subsection (c) would require the cooperative to violate its own by-laws,
articles of incorporation, and state laws governing cooperatives! Under subsection (c), cooperatives would be
required, upon termination or expiration of a contract, to pay the government for al unpaid capital credits. As
indicated in subsection (a), quoted above, the government is entitled to be paid for capital credits in the method
and at the time provided for in the cooperative’s by-laws. Provisions requiring payment at the expiration or
termination of a contract are in direct violation of our by-laws and is.inconsistent with the very terms and condi-
tions from which subsection (a) recognizes as contmllmg the provision of service from a cooperatnve to one of its -
xmmbexs the government. . :

Additionally, rural electric systems, as generally small "not-for-profit” eatities, have limited sources of capital.
The majority of capital requirements are met by the Rural Electrification Administration. In order to be eligible -
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for these loans. rural electric systems are required to develop and maintain certain equity levels as required by

REA. Disbursing capital credits may be restricted or prohibited by REA depending upon the equity level of the

borrower. Thus, repaying capital credits as required in Part. 52.241-12} would be in violation of the terms and

conditions contained within the government's own mortgage requirements! It could also cause the cooperative to

default on its mortgage with REA or other lenders. or at a minimum, prevent the cooperative from competing to
. serve the government's load where such competition is consistent with state laws.

Part 52.241-8 Connection Charge, also creates a procedure which is inconsistent with the way in which coopera-
tives operate as not-for-profit member-owned systems, Under the proposed rules, the cost of providing connection
facilities for the government would be shifted from the government to other cooperative members. While not only
unfair to other cooperative members, this is also a violation of our by-laws, and most probably other cooperative's
by-laws and the state statutes which govern the way cooperatives operate within the state. :

Part 52.241-8 provides in relevant part that the government shall pay a connection charge to cover the contractor’s
cost of furnishing and installing new connection facilities. Then, on each monthly bill for service furnished, the
government receives a credit until the accumulation of credits equals the amount of such connection charge.

~ While this section is appropriate for contractors which are for-profit entities, and represents an expense which is
appropriately credited against profits, this is inappropriate where the contractor is a not-for-profit cooperative and
the provision of a credit would require other cooperative members to bear the cost of facilities constructed to meet
the requirements of the government, as well as their own. ‘

In a cooperative utility, rates are based upon the actual cost of doing business. There are no shareholders or other
investors who obtain a profit on their investment, nor, more importantly, profits against which the cost of connec-
tions can be expensed as a cost of doing business. Providing the government with a credit for connection facilities
which were built to serve the government’s own load would mean that those costs would have to be borne by the
cooperative's other members. This would not only be unfair to those other members who are already paying the
cost of facilities built to meet their loads, but would be in violation of our by-laws as well as state statutes which
govern the way in which cooperatives operate within the state. Such action could also be considered as an
unlawful disbursement of capital credits, as discussed previously.

Because what appears to be happening is 8 member of a cooperative, the Government, is telling the utility how to
run its business, I must oppose the proposed rule change on the acquisition of services from utilities (56 Federal
" Register 23982).

Sincerely,




INNESOTA VALLEY COOPERATIVE LIGHT & POWER ASSOCIATION
501 SOUTH FIRST STREET  P.0. BOX 717  MONTEVIDEO. MINNESCTA 36265

Wats 800-247-5051 , ' Fax512.269-2155 -

General Services Administration, FAR
Secretariat (VRS)

18th & F Street NW

Room 4041

washington, DC 20405

RE: FAR Case 91-13

We are concerned about the proposed GSA rule change at Section
41.007 (Jj), 52.241-13 Capital Credits. We are specifically
concerned about the proposed language in paragraphs (b) and (c).

Oour comments with regard to paragraph (b) are as follows:

‘ 1. It would not be possible for rural electric cooperatives
_ - to give the government a date when their capital credits
. would be refunded. Rural electrics have - different
methods of refunding. Most follow the first in first out
principle, retiring a year or more at a time. Others
retire a percentage of all past credits on an annual
basis. In either case, the amount would not be known
- because percentages vary from year to year and only part
of a given years credits may be refunded in a particular
year. None retire all of a former members capital
credits when they discontinue membership.

The amount of refunds depends on the individual systems
financial condition and the requirements of the Rural
Electrification Administration (REA) and other lenders.

It would be impossible for us to comply with this
requirement. :

2. It would not be possible for rural electrics to notify
the government of their capital credits within 60 days.
The exact amounts are not known until the books are
closed and the annual audit scheduled and completed.
This does not give us enough time. The government should
expect to be notified on the same schedule as all other
members, which in our case would be about 120-150 days
after the fiscal year.

BOARD OF DIRECTORS .
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. ’ Another complication 1s that most rural electrics belong’
TO Qgeneration anrd Lransmission cocperatives. As such.
S tney are entitied to caci1tal credrts from them, Trose
~ac-ta' cred1ts 'n turn are 3'iccated to the rirac
2!2CTric members. Lne government being among them. Tneése

amounts are not available in 60 days either.
Our comments with regard to baragraph (c) are as follows:

1. The principle that governs the retirement of capital
credits apply equally to all members including the
government. It would be a violation of the Articles of
Incorporation and Bylaws of .most of the nations 1,000
rural electrics to retire capital credits to the
government ahead of the schedule for other members. Our
system is on a 17 year rotation basis. What that means
is that those members who were allocated capital credits
17 years ago are now being paid. This rotation continues
and -each year ‘those members will continue to receive
whatever credits they have coming, but not all at once
as is being proposed. If a member discontinues service,
they ‘are not paid their capital credits until their years

of taking service come up in the rotation. The same
would apply to the government too. '
. We want to emphasize that what 1is being proposed is in conflict

with the rules we are required to follow by another government
agency, REA, other 1lenders, state laws, the Articles of
Incorporation and the bylaws of rural e1ectr1c cooperat1ves They
simply cannot be complied with.

Therefore, we want to voice our strong opposition to the proposed
rule on the acquisition of services from utilities as described in
paragraph (b) and (c). We urge that they be withdrawn.

We appreciate this opportunity to comment.

Sincerely,

MINNESOTA VALLEY COOPERATIVE
LIGHT AND POWER ASSQOCIATION

ﬁoiy_/?.( Schecher |

General Manager

LDS/js

cc: Bob Bergland
Mike Oldak
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BOX 135 M SELBY.SOUTHDAKOTAS7472  Telephone649-767%6  —f=— ))
July 19, 1991

General Services Administration
FAR Secretariat (VRS)

18th and F Streets

Room 4041

Washington DC 20405

RE: FAR Case 91-13
Dear Sirs:

In relation to the'proposed changes in section 52.241, Capital
Credits, we are opposed to the proposed changes as required in paragraphs
(b) and (c). The addition of these clauses to the contracts between
Cam Wal Electric and government agencies will have a profound effect
upon the accounting systems of our cooperative.

~ We recognize the Government as a member of the system and is
entitled to the refund of capital credits on the same basis as all
. members are! '

Sincerely,

CLL‘“,L,,(}b:iE;LLkJL‘L4'
Charles W. Birkholt
General Manager

CWB/dh
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July 19, 1991

General Services Administration
‘'FAR Secretariat (VRS)

18th and F Streets, NW

Room 4041

Washington, D.C. 20405

RE: Federal Acquisition Regulations for the Acquisition of Utility
Services (FAR Case 91-13) .

Gentlemen:

The proposed regulation on the acquisition of utility services, as
recently published by your agency in the Federal Register,
incorporates some very unacceptable requirements in Section
' 52.241-13. Green River Electric Corporation, a Kentucky electric
cooperative, states for the record in this case that the GsaA
requirements pertaining to cooperative provided utility service and
~ more specifically capital credit allocation/payment, categorically
disregard and ignore the following:

1) State statutes governing the organization and operation of
cooperative utilities in Kentucky,

2) The Articles of Incorporation, Bylaws, and Service Rules and
Regulations of the corporation,

3) Regulations, policy and procedures of the Kentucky Public
Service Commission, the legislated regulatory agency for all
utilities in the state,

4) Rural Electrification Administration mortgage. covenants,
'FAR's, and operating bulletins and recommendations,

5) National Bank for Cooperatives, (Co-Bank), mortgage covenants
and requirements, and

6) The prerogative of the cooperatives' board and management to
operate the utility in the best interest of all its member
'customers.

JL 22 199l
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General Services Administration 7 _/lq
July 19, 1991 A I,- ‘

We trust the above comments will be given due consideration by your

agency before making the monumental changes proposed in FAR Case
91-13. ' o

Sincerely,

/7 4l
Dean Stanley
President and General Manager

bd
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July 19, 1991

General Services Administration

FAR Secretariat (VRS)

18th and F Streets, N.W., Room 4041
Washington, D. C. 20405 -

Re: FAR Case 91-13
Gentlemen:

We have reviewed the proposed rule on acquisition of services from utilities
(56 Federal Register 23982). We believe that it will be an unnecessary

and costly duplication of efforts, and will be discriminatory. We see

no reason why the 17,000 members of our cooperative should be asked

to bear added financial burdens for special treatment of a few services

used by the federal government. The rule, as stated, will require us

to treat federal accounts under considerably more favorable terms than

those set forth in our tariffs, Bylaws, and Rules of the Indiana Utility
Regulatory Commission (IURC):

- For administrative accuracy and consistency contract terms
need to be uniform and understandable. Customized contracts
are discriminatory and an invitation to misunderstanding and
misinterpretation.

- Cumulative billing is not permitted by our Commission (52.241-5(a))

.= Qur meters are read by our consumers, in order to hold rates down
(52.241=-5(b))

- Pro-rating for outages would be an administrative nightmare and.
an invitation for disputes (52.241-5(d)) A one hour outage pro-
ration would be .1389 percent!

- Service extension terms are preséribed by our Commission. (52.241-8)
- Paragraphs (b), (¢) and (d) of 52.241-13 (Cépital Crédits) contradict
paragraph (a) by attempting to modify Bylaw terms and dictate

terms not available to other members.

- 52.251<13(c) specifically calls for out-of-turn capital credit
payments in direct violation of our Bylaws, and of REA recommended

Bylaws.
AN 22 199]
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Our Board of Directors, elected by and from our consumers, has steadfastlv
insisted for over fifty vears that no consumer or class of consumers '
be given an advantage over any others. Further, we are a regulated’
utilicv. The rfederal government should be more than adequately protected
by our democratic organization and State regulation, without adding
another meaningless but bothersome layer of bureaucratic rules. If

we're not doing the job well enough to suit, please talk to us about

it like any other consumer does, but please don't make it more difficult
and costly to serve all of our consumers, without a clear public benefit.

Sincerely,
‘Don Clodfeltér
General Manager

DC:bem
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WALTERBORO. SC 29488
(803) 549-9518

General Services Administration
FAR Secretariat (VRS)

18th and F Streets, N. W.

Room 4041 :
Washington, D. C. 20405

"RE: FAR Case 91-13

General Services Administration,
Federal Acquisition Regulations
for the Acquisition of Utility
Services

To Whom It May Concern:

. We have recently become aware of the General Services
Administration's (GSA) proposed rule on the acquisition of services
from utilities (56 Federal Register 23982). We wish to comment on the
proposed addition of paragraph 2. 241-13 regarding capital credits to
Section 41.007 (j) (FAR Case 91-13).

Based on the following discussion, it is our opinion that
501(c)(12) utility cooperatives should be specifically excluded from
the requirement to retire the government's capital credits upon the
expiration or termination of the contract for utilities.

Facts: GSA has proposed a rule which will require that all contracts
between Federal government agencies/facilities and utility
cooperatives include language which will force the cooperative to pay
capital credits to the government upon the contract's termination or
expiration.

Issue: What are the potential income tax consequences of ttre proposed
GSA rule to 501(c)(12) tax-exempt cooperatives?

Conclu31on: The GSA proposed rule would grant the government priority
in capital credit retirements over other cooperative members. This
priority to one member (to the detriment of other members) calls into

question whether "cooperative operation" principles are met. The
violation of cooperative operation principles could seriously
threaten the utility cooperative's tax-exempt status under Sec.
501(c)(12) (i.e., the Internal Revenue Service may disallow the
cooperative's tax-exempt status).

JUL 22 199l
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Discussion: A reading of the GSA's proposal suggests that ltS author
2ither has no understanding of tax-=xﬁmpt utility coopsrative & ux
rules or has confused tax-exemot “5017cii12}) and taxabls ‘subchap=ar
T: cooperatives. : : ,

ln orde: to qualify .and r=2mailn qualified. as a3 531 ¢ 12
organization, a utility cooperative must operate on a cooperative
basis. The definition of cooperative operation is found in case law
and administrativ: rulings. [n #ssence, coop2rative op=2rati2n
r2quices tihat the utility account on a patronage basis Lo ail of 173
patrons fa: amnunts received from furnishing utilities in excess of
the amounts required for operating costs and expenses {(including
future business needs). This accounting is generally achieved by the
.annual allocation of "credits" to a capital account for each patron of
the operating excess. These credits represent amounts provided to the
utility cooperative by the patrons for capital needs (thereby, the
term "capital credits"). See Puget Sound Plywood, 44TC 305; Rev. Rul.
78-238, 1978-1 CB, 161; Peninsula Light 7 7= 1USTC 9401‘ and Rev.
Rul.72-36, 1972-1 CB, 151. :

Cooperative principles allow the retention'of capital credits for
such purposes as retiring debt, expanding services or maintaining
necessary reserves. Rev. Rul. 72-36, question 2.

Capital credits must be allocated to patrons in an equitable
manner, generally on.the basis of their patronage. See
. Pomeroy Cooperative Grain Co., 31TC 674; Lamesa Cooperative Gin, 787C
B94; Kingfisher Cooperative Elevator Assoc1atlon, 84T1C 600. It is
noteworthy in Lamesa that equitable allocations of capital credits are
intended "to prevent inequitable treatment to some patrons at the
' expense of others...."™ It is a reasonable assumptlon that this logic
extends to capital credit retirements.

Capital credit retirements are typically determined by the
cooperative's Board of Directors within the guidelines of the bylaws
and with consideration of the cooperative's financial status.
Historically, most utility cooperatives have returned capital credits
on a first-in, first-out (FIF0) basis, as recommended by REA (see REA
Bul. 102-1:402-3 Appendix A). This system returns older capital to
patrons as newer capltal is supplled by new patrons.

Generally cooperative's bylaws provide for "out-of-sequence"
retirements in cases where the member has ceased to exist
(specifically, estates, bankrupt corporations and dissolved entities).
However, no member or class of members continuing in existence is
given preferential rights to capital credit retirements.

The GSA position seeks to modify this historical treatment by
legislative change and to place the government ahead of all other
members in the retirement order. This position is patently unfair and
1nequ1table and violates the equzty princ&ple which is the spirit of
"cooperative operatlon.
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At best, the GSA proposal reflects bad faith on the part of :the
government in abiding by its own cooperative rules; at worst, i*" cngid
result in the ravocation of the tax-exempt status of “he uvii:i-v

rooperative, %Azgl 52: %

Richard A. Ahi:ten, Jr.

Addendum: Tne government's drafter of the proposed rule change could
have been thinking of nonexempt, "subchapter T" cooperatives in making
this change. Subchapter T cooperatives are subject to potentially
accelerated payment rules under the tax law. However, their payments
are generally referred to as "patronage dividends." The term "capital
credits" is generally used only by 501(c)(12) tax-exempt
organizations. ‘
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July 19, 1991

General Services Administration
~ FAR Secretariat (VRS) '
~18th and F Streets, NW, Room 4041
Washington, DC 20405

RE: FAR Case 91-13

I have examined the proposed changes to section
- 41. 007(]) regarding Contracts between federal facilities and
cooperative utilities for -electric service and find that the
requirements would be exceptlonally troublesome to us.

Section (a) dealing with assignment of capital credits
is no problem. It is required in our bylaws.

Section (b) Ls a problem because aSSLgnment of capital
credits within 60 days is not possible using our present
billing and accounting systems. A time frame of 6 months
would be much more appropriate.

Section (c) requiring payment of capital credits upon
. termination of the contract is prohibited by our bylaws and
. quite possibly by state statute.

Section (d) requiring payment of capital credits by
certified check would be possible but would be difficult,
costly, and could create a delay in the payment of these
capital credits.

The Federal facilities we have at the present time are
small and I am not sure whether the regulation would require
a contract covering these. For these small accounts, these
regulations would be impossible to follow. Even on a larger
installation the requirements would requlre bylaw changes
(if state statute will allow) and require us to create a
class of service that would have higher cost to compensate
for the special handling of the capital credits.

I hope these comments w111 be consldered before the
regulations are adopted.

cQoperéfively fours,
21 ECTRIC COOPERATIVE

lan Kopan, Marager

®

JuL 22 198l
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,, North Carolma

% Electric Membership Corporation
" 3400 Sumner Boulevard :
Post Office Box 27306

Rale:gh, North Carolina 27611
Telephone: (319) 872-0800

July 20, 1991

General Services Administration
FAR Secretariat (VRS)

18th and F Streets, N.W.

Room 4041

Washington, D.C. 20405

- Re: FAR Case 91-13
.Dear Sir:

As detailed in the May 24, 1991, issue of the Federal Register the Civilian
Agency Acquisition Council and the Defense Acquisition Regulatory Council are
" considering a rewrite of the FAR coverage dealing with utility services.

B - The following are our comments in regard to that proposed rule making;
specifically to Part 52.241-13 Capital Credits: .

52.241-13 (a) as proposed states, " The Government is a member of the
(cooperative name) -, and as any other member, is
entitled to capital credits consistent with the by-laws of the cooperative,
which states the obligation of the Contractor to pay capital credits and
which specifies the method and time of payment." (Emphasis added)

Parts 52.241-13 (b), (c) and (d) as- proposed attempts to outline the
method: of notifying the Government of capital credits accrued; the
application of capital credits upon the termination of the contract; and,
the payment of capital credits, respectively.

. It is our considered opinion that the proposed Parts 52.241-13 (b), (c) and
(d) be deleted in their entirety. Part 52.241-13 (a) proposes that the '
Government is to be entitled to capital credits consistent with the by-laws
of the cooperative. Accordingly, it should be the by-laws of the
cooperative, and not this proposed rule, which determines a cooperative's
methodology in matters regarding capital credits.

The proposed rule making will have a severe impact on cooperatives if they
were required to comply with the rule as currently proposed. The
proposed rule will greatly increase both the time and cost of capital credits
record keeping.
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Additionally, cooperatives are required by Section 301(c)12 of the Internal
Revenue Code tn operate on a cooperative basis. Establishing a capital
credits policy for the Government which is different from the capital credits
policy used for the rest of a cooperative's members is contrary to operating

on a cooperative basis as required by 501(c)12. The Internal Revenue

Service (a governmental agency) could determine that a cooperative is not
operating on a cooperative basis, due to the requirements of another
governmental agency, resulting in a cooperative loosing its tax exempt

status.

Finally, Section B. Regulatory Flexibility Act of the proposed rule states,
"The proposed rule is not expected to have a significant economic impact on
a substantial number of small entities within the meaning of the Regulatory
Flexibility Act, 5 U.S.C. 601, et seq., because most public utility
companies are not small businesses." (Emphasis added) The fact of the
matter is that many cooperatives are not large businesses.

We are hopeful that you will take these comments into account during the
making process. . We are not asking that cooperatives be given any special

treatment. The simple fact is that a cooperative's by-laws already addresses the
issues raised in the proposed rule as it applies to capital credits.

Sincerely,

_ Q\a\)\\a..; ‘\’\’)(\\\\V \ N \\\ ;,\

Orrie Baffi
Vice President of Finance

OVB/mb

cC:

Bob Bergland (NRECA)
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July 22, 1991

General Services Administration
FAR Secratariat (VER)

18th and ? Streets, N.V.

Rooa 4041

Vashington, D.C. 20408

Dear 8iz:

: I am writing to you regarding FAR Case 91-13. The General
Services Administration (GSA) recently published a proposed rule on
the scquisition of services from utilities (56 Pederal g!unr
23982). As part of this rule, the GSA is propesing at section 4l.
(J) that certsin langusge be added to all contracts betveen Pederal
facilities - and cooperative utilities such as Central Blectric
Coopezative. Ve are opposed to paragraphs (b) and (c) because the
addition of the clauses to the contracts betveen Central BElectric
Cooperative and various government agencies, vill have a profound
affsct on the co-op.’s accounting systea.

Specifically, Cantral Rlectric is concerned becsuse many of the
provisions of the proposed rule vould have serious impact on the
co-op. and its members bacsuse, in its present language, this rule
ignozes the unique vay in vhich co-op.’s, such as CEC, is structured
as s member owned, non-profit aentity. Adoption of these proposed
rules could result i{n violations of cooperative by-lavs, articles of
incorporation, United States Depactment of Agriculture, Rursl
Blectrification Adainistration (REA) mortgage requirements, as vell as
Pennsylvania state lavs governing ocur cooperative operations.

Part 52.241-13 Capital Credits.

0¢f primary concern to Centrsl Blectric as etated earlier are
parts (b) and (o) of proposed part 52,241.13 Capital
Credits. Central Rlectric agrees vith subnetfon (a) vhich indicates
that fio government, as any other zember of a coocperative: ‘

"{g entitled to capitol credits consistent wvith the by-lavs of
the cooparative, vhich astates the obligation of the (cooperative) to
pay upiul eredits and vhich specifies the nethod and time of
payment.” . : * e

Hovever, Cantral Blectric believes that compliance vith the
requirements of subsection (b), ie., to state vithin 60 days sfter the

e N JuL Qdisl
(Tl AMERICAS RURAL ELECTRICS . .. QWNED BY THOSE THEY SERVE
| - M 22 199!
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close of the fiscal year, the amount of capital credits to be paid to
the government and the date the payment is to be made, would ba very
difficult, if not impossible. Vhi{le some indication of the amount of
capital credits may be ascertainable at the close of the fiscal year,
depending upon the by-laws of the cooperative and its financial
condition, these credits vill be held by the cooperative for a period
determined by the cooperative and applied uniformly to all members.

If during that period (vhich typiecally runs for 13 to 20 yesr
rotation cyclas) the cooperative experiences a major calanity such as
a tornado or hurricane, it might by necessary to vithhold payment of
the capital credits. Additionally the cooperative is prohibited from
paying capital credits unless it has met the financial standards as
established by the Rural Blectrification Administration or anyons else
vho {s a co-mortgagee vith RBA. Additionally, Central Electric is a
member owvner of s genearation and transmission cooperative known as
Allegheny Blec2ric Cooperative. It would be virtuslly impossidle to
deternine the appropriate capital credits due Central Rlectric from
" Allegheny vithin the 60 days after the close of Central Blectric’s
fiseal year. :

As a nenbar of Central Blectric, the government i{s entitled to bde
paid its capital credits; hovever it =aust be consistent vith the
co-op.’s by-lavs. It iz not entitled to become a privileged class of
customer. Provisions of capital credits to the government in a manner
vhich i{s inconsistent vith the co-op.’s bye-lavs could be in affect
providing the ‘government vith a preference over other co-op. members.
This treatment could be inconsistent vith the requirements of the
United States Intsrnal Ravenue Service for cooperative status, that
the cooperstive operata on a "cooperative basis”.

This brings me to our next concern and that is Part 32.241.8

Connection Charges. .

Y3 .241-3 Connection Charge, also creates a procedure vhich
is inconsistent vith the vay Central Electric operates as & non-::atit
menber-ovned systaa. Under the proposed rules, the cost of purchssing
connection facilities for the government veuld be shifted from the
governnent to other co-op. members. F¥hile this is not only unfair to
other co-op. members, it is most likely a violation of many c¢o-op.
by-lavs as vell as state statutes vhich governs the vay ve operata.

Part 52.241-8 provides in relevant part that the government shsll
pay & connection charge to cover the contractor’s cost of turniahsng
and installing nev connection facilities. Then, on each monthly bil
for service furnished, the governaent receives & credit until the
sccunulation of credits equal the amount of such connection chtrgc.
Vhile this section is sppropriate for contractors vhich are for-profit

entities, and represents an expense vhich is appropristely credited

against profits, this 1is_ inappropriste vhers the contractor is &
not-for-profit cooperative and the provision of a credit vould requirze
other coop members to bear the cost of facilities constructed to meet
the requirements of the government, as vell as their own,

: In a cooperative utility, such as Central Blectrie, rates are
based upon the actual cost of doing. business. There are. no
shareholders or other investors vho . obtain a profit on their
investment, nor, more importantly, profits against vhich the cost of
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connections can be expensed as a cost of doing businéess. Providing
the governmant with a credit fcr connection facilities which wers
built to serve the government’s own load vould mean that those costs
vould have to be borne by the cooperative’s other members. This wvould
not only be unfair to the other members vho are already paying the
cost of facilities built to meet their loads, but would be in
viclation of the co-op.’s by-lawvs as vell as state statutes. Such
actions could also be considered as an unlavful disbursement of
capital credits, as discussed previously.

Vhile I realisze my letter is rather lengthy, it is very important
to our cooperative that paragraphs (b) and (c) either be revorded or

eliminated completely.
8incerely yours, QJZ&

Kenneth J. Clark
Asst. to the Ganeral Manager
and Mansger of Member Servicess
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July 16, 1291

General Services Administration
FAR Secretariat (VRS)

18th & F Streets N.W., Room 4041
Washington, D. C. 20405

MINNESOTA 59 OLMSTED
FAR Case 91-13

Comments concerning the proposed Federal Regulation (56 Federal Register .
23982) section 41.007(j) and section 52.214.13 Capital Credits are as follows:

Paragraph {a) with respect to the statement that says "which specifies the
method of time of payment". People’s Cooperative Power Association is
currently on a 20 year revolvement of Capital Credits. However, there is
no set date.as to when the capital credits will be paid. This date is
established each year by the Board of Directors. Furthermore, capital
credits are returned at the discretion of the Board of Directors and when
the financial condition of the Cooperative will not be impaired.

Paragraph (b) the Cooperative has an annual audit of its records at the
close of each fiscal year which.is a requirement of the Mortgage with REA
& CFC. Due to time constraints, it is nearly impossible to have the audit
performed, to review the audit with the Board of Directors, and to allocate
the capital credits within 60 days of the closmg of the Cooperative’s
books.

- Additionally, the Board of Directors cannot set a payment date 20 years in
advance without knowledge of the financial condition that the Cooperative
could possibly be in.

Paragraph (¢) by adhering to this paragraph, the Cooperative would be in
violation of its By-Laws and also erpde the capital of other members as
well as its own by paying capital credits early.

The basic structure of the Cooperative is to treat all members equally and
its By-Laws do not permit special retirements of capital credits except to
estates of deceased patrons at the discretion of the Board of Directors.
In the above scenario, the Cooperative would be required to refund to its
other members in the same manner as it would to the government. In
‘doing so, the financial strength and integrity of the system could be
impaired. This impairment could lead to higher rates for all consumers

~because of increased interest costs due to additional borrowing of loan
funds. Additionally, by refunding capital credits early the Cooperative’s
equity could drop dangerously low possibly |ow enough to affect its
Mortgage requirement with REA & CFC.

JUL 23 199
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Letter to: General Services Admmustrat:on July 16, 1991
Subject: FAR Case 91-13 Page two

Paracuaoh' (d) basically could work although it would mean special handling
to produce a certified check.

In conclusion, the proposed regulation could have a profound affect on the
Cooperative’s financial strength and stabnhty for now and into the future. This
proposed regulation would also require changes in the by-laws and accounting
practices of this Cooperative.

We would urge that this proposed regulation have the section on Capital Credits
removed prior to its passage.

Thank you.
PEOPLE’'S COOPERATIVE POWER ASSOCIATION

A e S

Donald H. Brandt
General Manager..

- /se



ELECTRIC ASSOCIATION, INC.

P | |
. P.O. BOX 180 GUNNISON, COLORADO 81230 (303) 641

July 17, 1991

General Services Administration
 FAR Secretariat (VRS)

18th and F Streets, N.-W. Room 4041

Washington, DC 29405

RE: FAR Case 91-13

Dear Sirs:

In the

matter of FAR Case 91-13 we would offer the following comments:

52.241-13 Capital Credits

. "'(a)

(b)

The method of capital credit refunds appears in the By-Laws of each
cooperative. The time of payment depends upon many factors some of which
are outside the control of the cooperative. Many times the schedule of
refunds will need Department of Agriculture, REA approval depending on the
equity level of the cooperative.

Requiring a sixty day mailing of the allocation notice could pose a severe

" hardship on many cooperatives. This is by far the busiest time of the year for

the bookkeeping department with all the year end reports required from
different governmental agencies. Asking for the contract number to be
included with the other information would be very costly. This information

" is not included in any of the packaged software I am aware of and would

require new programming as well as new forms. Again, we have the same

‘problem with the (date of payment] requirement.

Complying with this section would be discriminatory. It would also affect
future capital credit retirements, and could force the cooperative in violating
its mortgage requirements with REA. Ex: (If a cooperative has less equity

‘than 40% it can only refund 25% of its previous years margins.) Enforcement

of this paragraph could cause a refund larger than this 25% level would allow.

o 2319
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General Services Administration
July 17, 1991
Page 2

If the cooperative had 0 margins, any refunds would be a violation of it’s
mortgage requirements with the REA.

(d) The refund checks show the Cooperative account number fdr the service.

Again, requmng the cooperative to show the contract number will require an
- upgradc in software for one customer.

In closing we feel this proposal is discriminatory and will be expensive to all the
member owners of our non-profit c00perative The Cooperative’s philosophy is to
treat all member owners the same. It is extrernely unfair to require the retirement
of these capital credits to governmental agencies when the tax payers and our
member owners aren’t afforded the same luxury. We ask you to carefully review the
comments we havé offered before adoption of this proposal

Office Manager



Raft River Rural | 9/- ]3—[2 '7
* Electric Cooperatne Inc. - -

230 Noreer Main

July 17, 1991

General Services Administration

FAR Secretariat (VRS)

18th Nad F. Street, N.W. Room 4041
Washington, D.C. 20405

REF: FAR Case 91-13

Dear Sir,

Your recently published proposed rule on the acqmsmon of services from utilities (56 Federal
- Register 23982) certainly causes me a great amount of concern. .

As I understand the GSA is proposing in section 41.007 (j) that the following four paragraphs’
be added to all contracts between federal facilities and cooperative utilities. To be perfectly
honest, I find each of the four paragraphs not only offensive but, additionally find several ele-
ments contained in your proposal extremely discriminatory.

[ shall address each of the paragraphs indiVidually referenced 52.241-13:

(A) The government is a member of the (Cooperative Name) , and
as any other member, is entitled to Capital Credits consistent with the By-Laws of the coopera-
tive, which states the obligation of the contractor to pay Capital Credits and which specifies
the method and time of payment.

RESPONSE:

I support the idea of treating all members exactly the same and paying them on the same rota-
~tion. Plus, I believe the method should be consistent with that provided for in the By-Laws.
The only method of changing this method should be limited to the vote of the members. Fur-
~ther, the idea of specifying a specific time as to the payment of such, should be solely at the -
discretion of the duly elected Board of Directors and not mandated as you have proposed.

(B) Within 60 days after the close of the contractor's fiscal year, the contractor shall furnish
to the contracting officer, or the designated representative of the contracting officer, in writing
a list of accrued credits by contract number, year, and delivery point. Also, the contractor
shall state the amount of Capital Credits to be paid to the Government and the date payment is
to be made.

JUL 2 3 19g)
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RESPONSE:

This particular paragraph is extremely offensive since vour proposed rule making appears w He
an end run effort to circumvent the authority of the members of the Cooperative. plus usurping
the discretionary authority of the duly elected members of the Board. which by the way the
: Governmem agency, as a member, had the privilege of electing.

. For you to arbitrarily set 60 days is also an invasion of the members authority. since once

~ again the By-Laws as established may be something more or less than your time frame..

Aoam we feel that it is our responsibility to inform you as soon as possible as to the amount

of Capual which will be credited to your capital account each year. However. your desire to

have this reported by delivery point and contract number is again asking for special handling

and preferential consideration. Why should we discriminate against all of our other members

for your convenience? Personally, your proposal requesting that each contract number be

segregated for the purpose of showing the amount of capital credited to that specific service

would be no problem, provided each member had only one service. But, the Government as

well as the majority of our members have more than one contract or one service. We continue

to feel obligated and proud to notify each one of our members as to their accrual each year.

But, to ask for this to be done on a service by service or contract by contract is extremely selt-

ish on your part. To ask that coincidental to this notification you be given the date of the ac-

tual retirement is totally impossible. When you consider the unknowns that can and will effect

. the cooperatives financial condition, pius the restrictions that in. our and many others cases
. could be prohibited by our mortgage agreement with our bankers

(C) Upon termination or expiration of thxs contract, unless the government directs that the un-
paid Capital Credits be applied to another contract, the contractor shall make payment to the
Government for the unpaid Capital Credits.

RESPONSE:

Again, you are asking for preferential treatment which would be,a blatant discrimination
against the other members of the cooperatives. Unless your assignment was to be made as
provided in conformance to the By-Laws, as established by the members of each cooperative.

(D) Payment of Capital Credits will be made by certified check, payable to the Treasurer of
_the United States; and forwarded to the contracting officer at ‘ , unless other-

wise diected in writing by the contracting officer. Checks shall cite the current or last contract

number and indicate whether the check is partial or final payment of all capital credits accrued.

RESPONSE;

It certainly seems funny that you would specifically request that a certified check is required.
Through out the years the payments we receive are not by certified check. In fact, for years
and years the Government agencies have been notorious for being late with their payments and
refusing to pay any penalties. Unlike all other members who have been forced to pay or be
subject to disconnection of service, in our case until all past due and penalties have been paid.

Cooperatives which the members (including you, the Government) have established and further

‘ Please consider the abandonment of this proposal in preference of the By-Laws of those
have the ability to change by another vote of the members.
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[t has aiways been my belief that this country was founded on the principle or "of the peopic.
for the people. by the people” not rules which are "of the Government. tor the Government.
by the Government! :

I am enclosing a copy of the pertinent section from our By-Laws, which show our technique
and rules which we are proud to operate by.

Thank-You for considering these points in your deliberation.

Sincerely,
E>.3\m,
Bud Tracy
General Manager

BT/ba
CC: Richard Stallings

Larry Larocco
Steve Symms

N ‘ Larry Craig
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SEQUACHEE VALLEY ELECTRIC COOPERATIVE

P. O. BOX 31
615/837-8605
SOUTH PITTSBURG, TENNESSEE 37380

. July 17, 1991

General Services Administration

FAR Secretariat (VRS)

18th and F Streets, N. W., Room 4041
washington, D. C. 20405

Re: FAR Case 91-13 )
. Pursuant to the instructions covering the prcpesed rules relating
to the above-noted case, I would like to submit the following
comments relatlng to certain specified sections of the proposed
rule.

First of all, I have a question as to whether Section 52-241-13
Capital Credits speaks to areas of state law which cannot be
superseded by Federal regulations. Capital Credits are a property
right of the members of the Cooperative and, as such, are
controlled by state statutes relating to non—proflt organizations.

. Regulations relating to the timing of notification of allocation of
patronage capital credits and the payment of the same must first be
consistent with state law. Secondly, the payment of capital
credits is controlled by both the bylaws of the cooperative and any
contractual obligations imposed upon the cooperative.

To be more specific in relation to our own system, I would address
the following issues: _

1. Paragraph (b) imposes a 60-day limit on notification on the
Contractor to tell the Contracting Officer the amount of
capital credits due the Government and "the date when payment
is to be made." A fixed time period such as this one is not
feasible, since it may take more than sixty days to close out
the books for the previous fiscal year and to make the
necessary calculations of the capital credit amounts due each
patron. Since, for most electric cooperatives, capital
credits are retired many years into the future, the
requlrement of such a short time period can impose a burden on
a cooperatlve which is unwarranted.

2. That paragraph's requlrement to deta11 a payment date is, in

" most cases, a nullity, since the payment of capital credits is

dependent upon many factors (such as: cash flow, capital

needs, possible disastrous storms, regulations of the Rural

Electrification Administration, .etc.) which cannot be

. : foreseen. Since all members of a cooperative should be
treated alike, it would not be possible to set a date for
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General Services Administration, FAR Case 91-13
July 17, 1991
Page 2

paying the government capital credits unless all members of
that class of patron can be paid also. It may not be
financially possible.

3. Paragraph (c) sets a requirement which is closely related to
the problem in 2 above. Capital credits are not paid to
patrons when they discontinue service. They must wait until
their "class" is paid, which is usually many years into the
future. ' '

4. Sequachee Valley Electric Cooperative (SVEC)  does assign
capital credits to its patrons. However, our Power Contract
with the Tennessee Valley Authority (TVA) does not allow us to
pay capital credits. SVEC cannot enter into a contract with
GSA to pay capital credits to the government when to do so
would force us to breach our contract with TVA.

Because of the above factors, I would recommend that careful

consideration be given to these particular sections of the proposed

regulations and' changes made in the terms and language which will

make these provisions includable in a service contract.

Thank you for this opportunity to respond to the planned

regulations. o - .
Sincerely,

SEQUACHEE VALLEY ELECTRIC COOPERATIVE

ob D. Pickgfing, General,ﬁ;yéger

BDP/r
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- CoopreraTive. Inc.
‘ 204 Main

P.0O.Box 17

Murdo. South Dakota 57559-0017

July 18, 1991

General Services Administration:
FAR Secretariat

BRS 18th & F Streets NW - Room 4041
Washington DC 20408

Re: FAR Case 91-13
Dear Sirs:

I am responding to your proposal which is published in the Federal Register,
Friday May 24, 1991, regarding 48 CFR parts 6, 8, 15, 41, 52. West Central
Electric is a Rural Electrification Administration borrower and operates on a
non-profit basis. .We are particularly concerned with this provision as stated
below.

. 52.241-5 - Service Provisions

A. Measurement of Service - We are very concerned with the statement
that when more than a single meter is installed at the service location, the
readings thereof shall be billed conjunctively. It appears to us that the
government is asking to be treated differently than the rest of the members of
the cooperative, in that each time the government requests a new meter instal-
lation this should be considered as a separate installation NOT as a continu-
ous location, and thus should be subject to the rules and regulations the same
as all other members.

B. The contractor shall read all meters at perxod;c intervals of
approximately 30 days or in accordance with the policy of the cognizant regu-
latory body. All billings based on meter readings of less than days
or more ithaa ‘ days shall be prozated accordingly. This particular
provision assumes the cooperative. reads the meters. In our case we serve
several small government installationa as well as scme department of defense
installations. _ '

The concerns we have, in our particular case, is that we are a self-read
self-billing system. 1In other words, the member themselves read their own
meters and compute their bills. We read the meters only once each year to
verify accuracy along with other situations.

C. Meter Tests - The contractor at its expense shall periodically
inspect and test contractor installed meters at intervals not exceeding one
year. We feel with the accuracy of the meter's that are out, that this is not
a necessary requirement and that a lot longer time should be allowed before
testing is required. As an example: We have approximately 7000 meters and if

. | | - JUL 23 198l
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. the government is allowed to reguest this testing at our expense then all
other members would be entitled to the same thing. At an ‘average cost cf §.C
to $20 per meter, this would c¢cst us between $70,00C and $140,CCC, wh.zh s

mCre Than Sur ogrerating margins were in 1390, thus pu::ing,a firmancial strass
on the cooperative.
D. cOntxnuLty of Service and Consumption - We are concerned with the

statement that indicates that if the aggregate outage time shall be more than
one hour 11 any billing period an equitable adjustment shall be made in =zhe
monthly billing specified in this contract, including the monthly minimum
charge. .
We believe one hour is not an adequate amount of time. 1In our region of
the country we have periodically had storm jobs that have caused us several
days outage time. Although there may be an argument on the minimum charge, in
our particular case, our charges are based on usage only. Therefore, there
should not be any reduction in the amount paid based on usage.

Section 2 indicates that if we were to build a long line for the govern-
ment and they were unable to operate it after 15 days, because of Acts of God,
etc. that we would be obligated to pay for it from the rest of our members
even though the government was the reason we put the investment in.

E. Item 52.246 - Changing current rates or terms of conditions of
service of regulated suppliers.

West Central is regulated by rates by the Rural Electrification Adminis-
tration only. Section A. indicates that we must notify the government each
and every time that we would be adjusting our rates. We are presently re-
-quired by REA to give notice through our newsletter or some other means to all
our members of a proposed rate increase. We feel the government should not be
treated any differently and feel this provision is unnecesgsary.

F. 1Item 52.241-7 - Item A. indicates that we must negotiate each and
every agreement with the government.

The government is a member of the cooperative and as such is bound by
the same rules and regulations not inconsistent with the laws. We feel that
our rates are sent to the Rural Electrification Administration and are ap-
proved and that, again, the government should not be treated any differently
than anyone else within a similar class of service that they are. If we had
‘to negotiate each and every rate change with all the different government
agencies we have to deal with it would add an extreme cost to the cooperative.
In this light, we are also assuming that if the load is a large load in a
significant part of our system that this would be a negotiated contract which
would require notifications and different rules with the gove:nment than what
is presently required under our general rate conditions.

G. Item 52 241-8 - Connection Charges Item C. - Credits

Again this is an item that is contrary to what is done with the rest of
our customers and we feel the government should be treated as another customer
and no differently. If an Aid to Construction required, which there very well
could be, that this is a result of the government and it is to offset the
investment and the government is not entitled nor should they be entitled to
receive this money back in the form of a credit against their bill.

‘
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H. Item 52.241-13 - Capital Credits y

Item A. - We have no problem with the government receiving Capital
Credits cn the same basis as cther consumers.
=a2m 3. - Our fiscal vear closes cn January 1. Our zccks
aud:ted :n March or April. We cannot even make an allocation within ay
of the close of our fiscal year. We notify all patrons of their Capx tal
Credit Allocation within the following fiscal year. We feel this is adequate.
Iz alsc ndicates that we will state the date that Capital Credits will ze
paid tc the government. We are unable to do this for many reasons, cne zeing
that the Rural Electrification Administration, who is our banker, restriccs
the amounts of Capital Credits that we can retire. We can only retire Capital
Credits on a "first in - first out" basis, as well as limiting the amount of
retirement to 25% of your prior years margins. Capital Credits are retired
when the cooperative's Board of Directors determines that the cooperative is
financially able to do so. Thus, anytime the government terminated a con-
tract, or account, and requested the Capital Credits be paid they would be
getting their credits paid before an&one else. This is inconsistent with the
cooperative's principal and theories as well as inconsistent with our by-laws.
It also presumes that the cooperative has this money laying around to pay
back, which in our particular case we do not. These Capital Credits are used
as working capital and investing in plant to help hold rates down. 1If we were
required to pay Capital Credits to the government we potentially could be. in
viclation of our mortgage agreement with REA.

_Also, the payment of the Capital Credits states that it shall be made by
certified check payable to the Treasurer of the United States and forwarded to
the contracting officer. We do not have a problem with who the checks should
be payable to but we do have a problem with a certified check. We write
approximately 4,000 checks by computer. To write one certified check would
require extra time and labor which should be deducted from the check if that
is what the government wishes. ' '

e
\ (D
']
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In closing I would like to point out that we feel these rules are very detri-
mental to the small rural electric utilities of the country and there should
be some limitations put on. Such as: Only installations that require elec-
trical service in excess of $500,000 per year be subject to these rules on a
per installation site. '

The cost of these proposals will have a sgignificant impact on a number of
small rural electric cooperatives and thus we feel there should be an initial
regulatory flexibility analysis prepared. 1If all the provisions of this act
are enacted it will most certainly cause a rate increase cf significant
amounts to all consumers of West Central Elect:xc, as well as many other coop-
eratives in this area.

If any additional information is desired please feel free to contact me.

Sincerely,
WEST, CENTRAL ELE Co-0P., INC.

- i wiel

Manager

SJR:sh
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July 18,1991

General Services Administration
FAR Secretarial (VRS) '
18th & F Street

N.W. Room 4041

washington, D.C. 20405

~ Re: FAR Case 91-13
To Whom It May Concern:

We would offer the following comments on section 52.241-13
Capital Credits:

. Paragraph (a) Sounds OK. ,
Paragraph (b) Conflicts with Paragraph (a) especially

the date the payment is to be made.
This fact is normally not known.

Paragraph (c) Would be contrary to 99.9% of all cd-op
By-laws. Cannot be done due to the fact
you are paying one member before other
members.

Suggestion: Delete Paragraphs (b) & (c).
Sincerely,

Bob Elliott

Executive Vice President
General Manager

BE/jlb o .

' One of America’s Consumer-Owned " ,
% Rural Electric Systems . JUL 2 3 199
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(307) 226-8206
1-800~442.9314
(Toll Freein Wvo.)

110 East Spring Street
P.O. Box 579
‘Saratoga, WY 82331-0579

General Services Administration
FAR Secretariat (VRS), Room 4041
18th and ¥ Streets, N.W.
Washington, D.C. 20405

Re:. FAR Case 91-13
Dear Sirs:

{ am submitting comments to your proposed rule on the GSA Federal
Acquisition Regulations for the Acquisition of Utility Services.

We provide electric service to federal government entities (Forest
Service, Fish & Wildlife, and FAA predominantly). Capital credits (a paper
transaction) are aldiocated based on the entity’s electricity consumption for
the year, January through December. A simple explanation is the year-end
expenses are subtracted from revenue and the remaining margins are member.
capital credits. : :

Being a non-profit organization and operating under Rural Electrifica-
tion Administration (REA) rules, regulations and mortgage requirements, and
Carbon Power and Light Bylaws, we can only retire capital credits to members
if we do not jeopardize our -financial position. As a non-profit, we do not
produce large margins, we are regulated by the Wyoming Public Service Commis-
sion, and our rates are set to provide the consumer with reasonable kilowatt-
hour and demand charges. We retire (or pay back) capital on a 20-year

"rotation, and also to deceased patron estates. We have just retired 1970 and
1971 capital credits.

~ Carbon Power and Light opposes Paragraph 52.241-13 Capital Credits (c)
and (d). We cannot pay the capital credits to the government except on a 20-
year rotation as per our bylaws and non-profit status. | have enclosed a copy
of our member handbook. Please refer to pages 29 and 30, Article VII.

Sincerely, . .
ARDYCE M. -HOEM ’

General Manager

AMH/1rs”
cc: Bob Bergland, NRECA

JuL 2 3 199
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A Message From Your
Board of Directors

We welcome you as a member of Carbon Power &
Light, Inc. This handbook is designed to answer some
of the questions you might have about YOUR cooper-
ative and receiving electric service. We suggest thar
you keep this booklet in a handy place for quick
reference.

Carbon Power & Light, Inc. is owned and controlled
by the member-owners that it serves. It is governed by
a board of directors elected from the membership, by
the membership.

The goals of the Board are reviewed from time (o
time, but we continue to adhere to the philosophy that
we must maintain a system that is capable of supplying
your electrical needs NOW and into the FUTURE.

Reliability of service is foremost in our minds. If you
have any inquiry concerning our supplying electric
service to you, we urge you to call or write the office
in Saratoga. Trained people are there to help you.

The Cooperative is your business! We will keep vou
informed of Cooperative business through the monthly
““Carbon Light Lines."”’

Your Board of Directors

Asendaent to Bylaws, 2/23/1390: Page 25, Art. l1I,
Reeting of Newbers, Sec. 7., 1ine 8, Usiete "as of the
end of such fiscal year".. Page 29, Art. Vil, Mom-
Profit Operatiom, Sec. 2, lines 14, 17 and 24, Deiets -
the vord “fiscai®.
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Cooperative
Facts

What is a Cooperative? By definition, it is a group
of people joining together to do something (in this
case, provide electric energy) for the group they cannot
do individually. It is a business enterprise which is
jointly owned and equally controlled by those who use it. *

How did an electric cooperative start? During the
1930s, the vast majority of rural America did not

. have electricity. The existing providers of eléctric

energy feit it unfeasible and much less profitable to
run electric lines into the countrvside to provide the
badly needed electric service.

‘In 1935, President Franklin Roosevelt created the
Rural Electrification Act which provided money in the
form of loans to electrify rural America.

By having rural Americans join together and form
cooperatives, they could form a corporation that could
then BORROW money from the REA and build an
electric system. '

To that end, Carbon Power & Light, Inc. began
business in 1941. :

TODAY, your Cooperative serves over 4,500 rural,
south-central Wyomingites in two counties: Albany
and Carbon.

It should be noted that Carbon Power & Light, Inc.
exists for only one purpose - to provide the best
possible electric service at the lowest possible cost to
the member-owners in the area it serves.

k3

[(¥)
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| You and Other Members Share In

the Cooperative’s Margins

Your Cooperative’s ‘‘margin’ is any money left
over after all its operating costs have been paid. Since
vou are one of the owners of the Cooperative, part of
that margin belongs to YOU!

Your share of the margin is a ‘‘deferred patronage
dividend.”” The more electricity you've used, the greater .
your share of the Cooperative's margins. The i
‘“‘deferred patronage dividend” is retained by the ;
Cooperative until directed to be paid bv the Board |
of Directors-on approval of the Rural Electrification
Administration (REA).

Each vear you will receive a card in the mail that
will notify you of your allocation for the previous
vear. The card is for notification purposes only.

It is the policy of this Cooperative to return
patronage capital to the estates of deceased members
yearly. Application and notification must be made to
the Cooperative by the heirs of the estate. Please read
Article V1, Section 2, of the By-laws for further
explanation of capital credits. It is very important that
address changes are reported to Carbon Power &
Light, Inc. so that former members may receive their
patronage checks when paid.
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You Help Elect the Board of Directors

Rural electric_cooperative operations are carried out
under the policies established by the board of directors.

Each member of the board of directors is an active
member of the cooperative and obtains his electricity
from the cooperative just as you do..

Each member of the board of directors is just as
interested in the quality of service he receives as you are.

You and other members determine who the directors
will be. The directors are elected during the cooperative’s
annual meeting which is held the fourth Saturday in
June of each year. Each member has one vote in the
election of directors, which may be mailed in or cast at
the annual meeting. Since each member has only one
vote, your voice in the policies and operations of Carbon
Power & Light, Inc. is just as strong as that of any other
member. ‘

Carbon Power & Light, Inc. serves over 4,500 farms,

residences, schools and industries in rural south-central
Wyoming with well over 1,650 miles of electric line.

Nine directors serve on the board of directors, who
are nominated from among the membership.
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Cooperative Organization

Your Board of Directors employs a general manager KRR R »
who is responsible for day-to-day operations of the ’ T R : "
system. Because it would be impossible for one person )
to perform all duties necessary to provide rural electric
service, the general manager employs the needed spe-
cialists. Here is an organizational chart:.

REC Members

. Board of Directors f

General Manager

[ —]

Outside Services Engineering Services
— ]

Office Servi Member Services
ervices & Marketing

The different departments of your Cooperative offer
these services to the members including:

* Provide energy audits of your home.

. iA.nswer questions on wiring, lighting and electrical
oad.

* Keep you informed on what’s going on through
the monthly CARBON LIGHT LINES sent to you.

W
)
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How Electricity Reaches You

Carbon Power & Light, Inc. is an electrical distri-
bution system; we OWR no power generatmg plant and
produce no electricity itself. '

But this cooperative does share in the ownership and
control of Tri-State Generation and Transmission
" Association, Inc. with headquarters in Denver,
Colorado. Tri-State, as it is called. is a Generation and
Transmission cooperative (G&T) - it supplies whole-
sale electric power to Carbon and other distribution
type cooperatives in Colorado, Wyoming and Nebraska.

. Tri-State obtains its power from the Western Area
Power Administration (WAPA) and Basin Electric
Power Cooperative located in Bismarck, North Dakota.
Basin is commonly referred to as a *‘super G&T"’ since
by its size, it supplies other G&Ts.

Since Tri-State and Basin have an excellent mix of
coal-fired and hvdro electric generating plants, we at
Carbon Power and Light enjov some of the lowest
wholesale electric rates in the Rockies - thereby
keeping our rates as low as possible.

In the diagram below, Carbon Power & Light, Inc.
would be the **distribution’’ portion and Tri-State and
Basin would be the ‘‘generation and transmission™
portion.

Drstrbution Step-down
Tronstormer Teanstormer

\ Ny
t/r ija

Service
’ Customer

p——— DISTRIBUTION TlAnsulssaon GEMNERATION
I




- - =

LT

— G/4/3-/3)

[7"====> 7 The ‘“when,” |

. e

‘‘where,”’

and ‘‘how”’ of

payiiig yb-dr ihonthly electric bill

Electric power bills are mailed 10 member-owners on
- about the Ist of each month. They are due by the
Sth of each month. By Wvyoming Public Service
ommission rulings: vou.are allowed 10 days in which
y pay vour electric bill. Carbon allows an extra 5 days
2tore penalties are assessed.

1y electric bill is not paid by the [35th of the
) ecomes delinquent.

You may payv vour biil by mail or in person. It vou

1y by mail. please send a check or money order, DO
OT SEND CASH. It vou preter 10 pay by mail.
iease return the right-hand portion of the billing card
e sure to enter the meter reading(s) in the spaces
1arked for meter readings). Keep the other section of
1e bill card for your records.

If your bill does become delinquent. yvou will be
ibject to a late pavment charge. Also. vou will be
1ailed a delinquent notice that shows the date service
1ill be subject to disconnection tor non-payment.

Should it be necessary for a representative of the
‘ooperative to make collection, a charge to recover
1e Cooperative’s costs in making collection will apply.

Should disconnection of electric service be necessary
-or non-payment of electric service, you may have it
astored by paying the delinquent bill and the appro-
riate charges assessed to recover the Cooperative’s cost
wcurred upon re-connection ot service.

The Cooperative's office hours are from 8:00 a.m.
0 4:30 p.m. Monday through Friday except on holidays.
‘or your convenience, there is an after-hours depository
.ear rhe office front door.
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Is The
"Meter

Correct?

The electric meter is a finely calibrated, highly
“accurate device for measuring electric power usage.
The Cooperative has a continuing program to test the
accuracy of all its meters to assure members that they
-~e billed for the exact amount of electricity used.

hen an electric bill is higher than expected,
racy of the meter is sometimes questioned. It is
unlikely that the meter is registering incorrectly, and
the member may want to check the wiring and

appliances for grounds, shorts, or other maifunctions.

A member may request a speéial meter test by
contacting the Cooperative office. It is the policy of
the Cooperative to special test a meter only once
within a 12-month period at a member’s request.

You’re Not Just a Number, but.....

As a member and part-owner of Carbon Power &
Light, Inc., you're more than a number to us.....much

more. But, vour account number and location number

.

are meaningful identification.

If vou nave a question about your bill and call on
the phone, please give us your account number — it's
- very hielpful to the person who answers the phone to
give vou a speedy reply.

If vou report an outage to us, please give the person
on the phone vour location number, this will get the
repair crew to your location quicker.

Both your account number and location number can
‘ound on vour electric bill AND we have made
ision on the front cover of this book for you to

te them in for handy reference.

o andale
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Idle Services

In order to reduce operating costs, services that have
been idle in excess of 12 months are reviewed for
retirement. Any transformers, lines and poles which
have been in the field for several vears and not used
will be reclaimed by the Cooperative for service some-
where else. In addition, idle services create *‘line loss™
because electricity is available at those locations even
though it isn’t being used.

When a service has been disconnected and has not
produced revenue for a period of twelve months,
members will be notified by mail that the Cooperative
is considering reclaiming the property. Members have
three options:

1. To leave the service facility energized.

2. To retire the transformer and meter loop, and pay
an annual billing in advance calculated at 75% of
the monthly charges.

3. To remove the entire service facilitv at no cost to

‘the member. The member always has the option or
having a retired service re-installed (under current
line extension policies).
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What are My Responsibilities as a Member? ,

In an attempt to control costs, the Cooperative asks i - .- .
each member to assume certain responsibilities. These T
responsibilities include: _

* If vou read vour meter, report the reading to Carbon i
gach month.
* Pay the electric bill by the due date (the 15th).

* Report power interruptions and damage to poles,
lines, or other materials.

* Be on the look-out for trees in the power lines or
wires sagging too low.

"ve pienty of advance notice of any needed changes

any considerable increases in electrical load.

It is also the member’s responsibility to actively
support any Cooperative projects or programs; one
such program is the Cooperative's Annual Meeting.

Carrying out these responsibilities is an- excellent
2xample of what makes the Cooperative a unique
business - member-owners working together toward a
common goal.

When You Move

When vou move from your present location, please
provide the following information to Carbon’s office:

* Your forwarding address

* Name and mailing address of the person to whom
future bills for electric service to this location are to
be sent, if vou know.

|
l

11
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What Those Initials Mean

The following is a list of definitions of some of the
organizations vou may read about in the newsletter.

REC — Rural Elecrric Cooperative - A private, non-
profit business enterprise which provides electric service
in mainly rural areas. [ncorporated under state law. an.
REC is locally owned and controlled by those it serves.

REA — Rural Electrification Administration - an
agency of the U.S. Department of Agriculture.

. Created in 1935, REA lends money to local organizations- .

- mostly cooperatives - to finance construction of
electric power generation, transmission and distribution
facilities to serve rural areas. This money is a LOAN,

and must be paid back to REA with interest.

WREA - Wyoming Rural Electric Association - some-
times referred to as the Statewide - is a non-profit
organization providing certain services to 12 Wyoming
rural electric cooperatives. Located in Casper,
Wvoming, they publish the Wyoming Rural Electric
News, provide emplovee training, sarety, and public
information services. WREA represents the RECs in
legislative concerns and provides liaison with siate
agencies that regulate the RECs.

NRECA — Marional Rural Electric Cooperative 4sso-
ciation - is a national association of the RECs - over
1000 in the United States. Located in Washington, D.C.,
they provide member systems with services which would
be unavailable or too expensive if each member REC,
individually, would attempt themselves. NRECA

. represents RECs in national legislative concerns,

provides insurance and retirement programs, conducts
management development programs.

- CFC — \National Rural Utilities Cooperative Finance

Corporation - is a non-government, REC-owned
financial services cooperative located in Washington,
DxC. It borrows money in the private money market
and re-lends it to the RECs. CFC was created io
supplement REA loans as a source of financing for
REC growth and development.

‘WPSC — Wyoming Public Service Commission - has

regulatory jurisdiction over rates, territofy and services
of Carbon Power & Light, Inc. and other electric
utilities operating in Wvoming.

12
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How to reset a circuit breaker

1. Move handle to OFF position.
2. Push handle past OFF position.
3. Return handle to ON position.

1A

or change a fuse...

1. First, disconnect lamps and ‘ %
: liances in use when circuit ;
Make sure your -hands are
dry; stand on a dry board or
rubber pad, if possible. Open
. main._ switch, or . pull-out
. section of panel labeled “‘main”’
in the service entrance, to cut

off current while working on
the branch circuit box.

3. ldentify the blown fuse.
When a fuse biows, the trans-
parent section becomes cloudy,
or blackened.

4. Repiace the blown fuse with
a new one of proper size. The
smaller sizes screw in and out
just like light bulbs. If the blown
fuse is a cartridge type, located
in the pull-out section, it can
be removed and replaced by
hand pressure. o

5. Close the main switch, or
replace puil-out section, to re-
store service.

, I'lhmw away the blown fuse.

e e ¢ e ot o e et e e
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A power failure
seldom occurs.....
but if your
electric power
does go off. here’s
~ what to do.....

1. First of all, if some of vour lights work, then the
trouble could possibly be in your own fuses. or
breakers. Remémber, to check the main fuse in your
fuse box. If they are okay, check the tuses or switch
below vour meter.

- 2. If all your lights are off and you've checked vour

fuses, call your neighbor to see if his power is aiso off.

3.0f vou still haven't found the trouble, call Carbon .

Power and Light at 326-5206 or 1-800-42-9314 (anyvtime
day or night). Be sure to give your location number
and name (it can be found on your bill.) We ask for
your phone number so that we can call you back.

Call in just as soon as the trouble is discovered or
you notice any suspicious circumstances such as a tree
in the lines, a flash, arc, or smoke from a transformer.
This information is a real help, especially during a
large outage.

14
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©| Electrical Terms Defined

Listed here are some electrical terms commonly used L
by REC staff persons. It may help you to know the |
meaning of those terms. i

AMPERE (amp) -- A unit of measure pertaining to the

intensity or rate of flow of electric current.

BTU (British Thermal Unit) - A measure of heat. One

BTU is the amount of heat needed to raise.the

temperature of one pound of water one degree - or

about the amount of heat produced by buming a

wooden kitchen match.

CIRCUIT -- The complete path of an electric current

‘~om the power source, through the conductors,
gh the device using the power, back through the
uctors, and back to the source of power.

E —-- A protective device that prevents the over-
heating of a circuit; interrupts the current under
abnormal conditions. :

KILOWATT (KW) - A unit of- ‘measure pertaining to
the strength or amount of power produced by or used
by various electrical devices. One kilowartt equals
1,000 watts.
KILOWATT-HOUR (KWH) - A unit of measure to
describe the use of one kilowatt of electricity for a
one-hour period.
METER -~ A device used to measure the number of
kilowartt-hours of electricity that pass through it.
OUTAGE - An interruption of electric current; a
power failure. -
SERVICE ENTRANCE - The wire, cables, conduit,
etc., that make up the connection between a home and
the power line that serves it.
SHORT CIRCUIT- The path of an electric current
other than the way it is supposed to flow.
SUBSTATION -- An electrical installation that
contains power transformers to reduce or increase the
voltage of an electric current. -
TRANSFORMER - An electrical device that reduces
or increases the voitage of an electric current.
VOLT - A unit of measure that describes the pressure
ce that causes the movement of electricity.

-~ A unit of measure of the rate of electrical

e. Wartage is determined by multiplying volts
iimes amperage {120 volts ar 30 amps provides 2,500
watts.)

15 P
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A Guide to Equipnient Usage
In the Home

. The estimated yearly kilowatt-hour consumption of
the electric appliances listed in this reference are based
on the national average use.

Individual usage may vary from these estimates due

to such factors as size of appliance, how conservative

a person might be, the number of people in the home
and with some appliances the geographical area of
use.

Electric use of individual appliances can be calculated
as follows:

Rating in Watts x Hours of Use divided by 1,000 =
Kilowatt-hours

Average Est. kWh

Average Hours Used
Waltage Per Yr. Per Yr.

FOOD PREPARATION
Blender...... e 386 39 15
Broiler...... eereeens 1,436 7 100
Carving Knife......... 92 87 8
Coffee Maker......... , 894 302 106
Deep Fryer........... 1,448 37 83
Dishwasher........... 1,201 119 363
Egg Cooker........... 516 27 14
Frypan............... 1,196 . 155 186
Hot Plate............. 1,257 72 90
Mixer....... N 127 102 13
Oven, Microwave...... 1,450 131 190
Range with Oven...... 12 200 9% 1,175
Range with

seif-cleaning Oven 12,200 99 1,208
Roaster.............. . 1,333 134 205
Sandwich Griil ........ ' 1,161 28 33
Toaster............... 1,146 - 34 39
Trash Compactor...... 1,380 24 36
Waffle [ron........... 1,116 20 22
Waste Disposer...... . 445 67 30
FOOD PRESERVATION
Freezer (15 cu. ft.)..... 34] 3,504 1,195
. Freezer (frostless

IScu. ft.).......... 440 4,002 1,761

- Refrigerator

(J2cu. ft.).......... ’ 241 3.021 728
Refrigerator (frostless ‘

12cu. ft)..oooo.... 321 3,791 1,217
Refrigerator/Freezer

(ldcu. ft.).......... 326 3,488 1,137

16
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Refrigerator/Freezer
(frostless 14 cu. ft.) ...
LAUNDRY
Clothes Drver.........
[ron (hand)........ e
Washing Machine
(Automatic). . .......
Washing Machine
(Non-automatic). ... ..
Water Heater.........
Water Heater
(quick recovery).....

Average

- Vuttuge

615

4,856
1,008

512

286
2,475

4,474

COMFORT CONDITIONING

Air Cleaner...........
3i» Cond. (Room).....

13 R
idifier..........
(184 () JN, :

Fan (circulating).......
Fan (rollaway)........ :

. -Fan (window).........
Heater (portable)......
Heating Pad.......... ,
Humidifier...........

Hear lamp
(infrared)...........
- Shaver...............
Sunlamp.............

Radio/Rec. Player.....
B/W TV (tube)........
B/W TV (sol. state)....
~ Color TV (tube).......
Color TV (sol. state)...
HOUSEWARES :

Sewing Machine.......-
'" yum Cleaner.......

50
860
177
257
370

88
171
200

1,322

65

177

750
250

71
109
160

55
300
200

2
305
75
630

\vetuee

HHoun
Per \r.

2,974

205
143

201

266
1,705

1,075

800
831
1,467
786
. 489
807
850
133
154
921

51

[T Y ]
L wd
Per ¥r.

1,829

993
144

103

76
4,219

4,811

216
*688
147
377
291
43
138
170
176
10
163

38

13
1.8
16
- 0.5
-2

46

on 300 hours of operation per vear. This figure

SOURCE: The Electric Energy Association

17
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CERTIFICATE OF AMENDMENT
of the
CERTIFICATE OF INCORPORATION
" of ’
CARBON POWER & LIGHT, INC.
{As Amended to June 25, 1988)

Bursuant 10 the of of the Wiy g s governing non-profit corporanons,
*he undersignea Corsoranon herety adoors he ‘ciiowing Cernficate of Amendment to

irs Cernficare of incorcoration:

ARTICLE |

The name of the Corcoranon 1s Carson Power & Light, inc.

ARTICLE Il

The coiect or obiecs and purpose or durposes for which the Corporation is formed are:

(a} To generate, manuiacture, purcnase, acavire, and accumulate eiectric energy for
its members only ang ‘o transmit, distribute, ‘umish, sell and disoose of such siectric
energy 'o its mempers only, and to consiruct, erect, purchase, lease as lessee and in
any monner acauire, swn, hoid, maimain, operare, sell. dispose of, lease os lessor,
excnange ana morrgage plants, buiidings, worxs, hinery, ‘suppli apparatus,
equipment and eiecrric fransmission and distribunion lines or systems necessary, con.
venient or useful for carrying out ond accomoiishing any or ail of the foregoing
purooses;

(b} To purchase, receive, lease as Ium or in any other manner acquire, own, hoid,
maintgin, use, convey, seil, lease as lessor, axcnange, mortgage, ciedge or omerwise
dispose of any and ail real and oersonal prooerty or any interest therein necessary,
useful or cppropnate o enable rhe Corporation 1o accompiish any or all of its purposes;

(¢) To acquire, own, hoid, use, exercise, ana, :0 the extent permined by law, to seil,
morigoge, plecge, nypothecate and in any disp of fr i rignrs,
privileges, license, rights-of-way and easements necessary, useful or approoriare o
accomplish any or ail of the purposes of the Corporarion;

(d) To borrow money, to maxe and issue donds, notes and other evidences of
indebtedness, secured or unsecured, for monies Sorrowed or in payment for oroperty
acquired, or for any of the orther cbjecrs or purposes of the Corporation; to secure the
payment of such bonas, notes or orher evid of indeb by morigage or
mortgages, or deed or deeds of trust upon, or by 'he pledge of or other lien upan any
or oll of the property, rights, privileges or permis of the Cofporavion: wheresoever
sitvated, acquired or 16 be aequired.

(o) To do and perform, either for irseif or its members any and all aets and things, ond
to have and exercise any and ali powers, as may be necessary or convenient to
accomplish any or all of the foregoing purposes or as may be permirted dy the Act
under which rhe Corporarion is formed. The Corporation shail render no service to or
for the public.

ARTICLE 1l

Section 1. The Corporation is formed without any purpose of direct gain 1o- itseif
ond shall have no capital stock.

Sxﬁon 2. Any perion, firm, corporation or body politic may become a memoer in
'hoCorwmnby

: (a) Making o written opplication for bershio therein;

{b) Agreeing to purchase from the Cooperative electric energy os herencrier
specified;

. {c) Agreeing to comply with and be bound by the Articles of Incorporation and

bylaws of the Cooperative and any ruies and reguiations adopted by the boara: ang

{d) Paying the membership fee soecified in the dyiaws of the Cooperative.

A husband and wife, or any two naturai oduit persons residing rogether and drawing
eslectric energy from the same meter for ieir residence, may ointly decome a memoer
and their application for a joint membershin may be accepted in accordance wirh e
{aregoing prowisons of this section provided the ;oint members comaiy |sintly with the
provisions of the adove suddivisions (o) through {d).

18
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Section 3. The orivate property of the memoers of the Corporation shail be exempr
from execution ‘or rhe debrs of the Corporation and no ber shall be individuaily
lisoie or responucie for any debts or liadilities of the Corporarion.

Section 4.  [a) Membership in the Corporanion and ewid ops ing the same
shail nor be rvwmmnlo excopt cs honmdnr omherwrte provided, und upon the
death, of or withdrawai of o the

ship of such b sholl be ‘hereupo inated, and the ewid of
mbmtup of such member shail Se surrendered forthwith to the Corporation.
Te of oership in any snail not reiease the member fram ine dobu
or ligiiities of such member to the Corporation.

{b) When a wempership 1 held jointly v 3 husdora and wife, or by any two natural
Souit cersons. .oon the death of siher such memoersnip shail be ceemed to be heid
soiely Dy *Ne turvivor with the same effec 33 'ough such membership had been
3rignaly s3eqd Qieiv '0 him or ner. 31 ‘he :ase Dy the survivor ana upon the
~8coraing of 1u€h Jeatn on the baoxs of “ne Caroorarion the evidence of memoership
=qQy 3€ re1s5ueC *3 cnd .« the NaMe Of sulD surviver Srovided. Yowever, that the esiare
5 'ne gecedasec inaii nor be reteqsea ram 3ny memoerinio Qests ar ligDiimes 10 he

Carooranon.

Section §. Zac- shail Se ‘0 cre 1) vore ona nc more upon each
natrer UDMIES *0 G vote G o g or e 8. &t ail G oi the ]
3t which 0 Querum 3 present oll quesnons snan Se secided by g «ote of 0 majorny of

MeMmoers vorng 'Rereto in PErson of Dv Droxv, #RCEO! A3 Otherwise provided Dy
ne Cernficate of Incorporation oi “ne Corooranan, by *he Oyiaws. Jaint memoers
intly S emried '0 dne (1} vote 3na ~o Mmore JOON €OCH Marer subminted 10 @

1 Q meerng of the mempers.

ARTICLE IV

Section 1. Zxceor as limited eisewnere n nz Cernficate or a *he Byiaws of *he
corooranon, ‘~e 3susness and affairs 3f -~e Corooranon shal Se vesiea n and
managea ana :antroiled by a boara of sirecrors ana ‘*he officers of *he Corooranon
shail be 3 oresicent, 3 vice-president. 3 ‘regsurer and Q@ secrerary. The offices of
16<re1ary ana ‘regsurer may be heid by e same derson

Section 2. Tne arficers af the Corpevcnon snail Se wecrea. v 2aiior, Dy and irom the
memoers of the 20ara of directors at sucn “mes ING “3r such *erms ar ofice as anail De
Srovided in 1ne 3vigws of the Corporanon.

Section 3. The sumoer of directars oi *ne Coroorations snail 5e mne (9) ana ne
names 3na ooy affice addresses of *he diréciors wno shall monage me aoffars and
business of ™e Cardoranon for the first year commencing ot dore of incorporanon n
1941, or unni newr successors shoil tave Sesn siected ana sngil have guanied
according 1o tow and by the bylaws of e Carporanon are:

Name Post Office Addresses
Kennetn 7. Day Sergroga. Wyoming
William Zvans ik Mountain, Wyoming
Menry Fincn £ncomoment. Wyoming
Orviile Mever . Elk Mountain, Wyoming
Harvey Mowry Sarctogo, Wyoming
Will A, Tcagnen Sararoga, Wyoming
Elton Troworiage Saratogs. 'Wyommg
A.L. Weizon Waicon, Wyomng
Adrian ‘Woitard Sncamoment, Wyoming

Hereafter, at eacn annual meeting of e mempers, :ne directors shall be elecred by and
from the memoers oi tne Csroaranon o neid office unni the nexr anrual meenng of the
members ar ynm "neir successors shail nave oeen stectea and snoil hovo quotified.

“ection 4. The Syvigws may make prowisions ‘or the ovai of directory and ‘he
of vacancies. The Dylaws may aiso orovide for aivision of 1he rerrory rervea By
POraNON 270 vOnNg JisINCIS, 3nG Of "8 AOMINGION GNG eleChon Of Airectors

3y wen «anng aisrres. ’

Section 5. “he rectors. as such. snail mot recewve Gny compensation for “new
18rvices, dut ‘*e yiaws may provide ‘or affized sums and resmoursements for
i incurrea in wirh e periormance of thew dunes.

19
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ARTICLEV

Section 1. The first ser of bylaws of the Wn shail Se adopred by the boarc
of direcrors but thereafter the dyiows oi the Corporanon may e citered, amenged or
repecied by the board of direcrors at any regular or special meenng, provided thot rne

"notice of such o meening shail have contained a copy of 'me srooosed aiteronon,

amendment or repeai.

Section 2. The bylows of the Corvoration may deiine anc fix other duties ana
’ ibilities of the 1 and prescribe other terms ang cangitions upon whin
mempery shoill be admines 'o ond -erain mempership 'n 'ne Corporation, moxe
provisions for annual ond speciai :!‘oermgi of members ana Sirectors and nonces
thereof, provide for methoas of vonng, auorum requiremenrs, ana any other marters
relanng to the arternai organizanion ana management of tne Corporanon, providea 'nar
such proviuons shail not be .aconsistent ~uh these Cernficotes sf incorporation or ne
iaws of tne State of Wyoming.

ARTICLE VI

The term of eanrence of ne Corporanon snail be pernetual.

ARTICLE VI

The operations of the Corporanon snail He carried on in :ne counnes of Albany ena
Corbon, Wyoming, and in such other ounties n the State of Wyeming and in ‘ne.
Unired Stares. o the boara of airectors may from nme to nme cecide. The principal
office ana piace of business of the Corsoration shail be «n e municipality of Soratoga,
n Carbon County, in the State of ‘Wycming, and e Corooranon may maintain offices
ot such otiver Diace or piaces .n the Sicre of Wyoming ang in :ne Umited Stores 3. ine
ooard of directors may from nme o hime zecice.

DATED this Twenry.fifth aay of june, "388.
CARBON POWER & UGHT, INC.
Wiiiam W Dailes, Presigent

lce £. jones. Secrerary

20
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CARBON POWER & LIGHT, INC.
(As Amended to June 25, 1988)

ARTICLE |
MEMBERSHIP

Section 1. Requil for Membership. Any j adult person, firm, asseda-
70N, z3rooration, Susiness trust, pormaersnio, ‘ederal agency, stane or dolitical subdivision
:mereci, or dody poiitic or subdivision mereoi will Jecome a memoer of CARSON
PCWER & LIGHT, INC., (hereinafter catiea the “'Cooperative’’) upon receipt of electric
servica frem e Cogperative, provided :hat he or it has first:
‘e) Made a wrirten application for ship therein;
= Agreed to surcnase from the Cooperarive cil siectric energy a3 hersinaiter specified;
<) Agreed ro compiy with and be bound by, rhe cemficare of incorporation and bylaws
ana cmencments to the certificate of incarporation and bylaws of the Cooperative and
~-~ ruies and reguictions adopred by the board: and
ecifically stored the distria or area number of the cooperative in which the
ip shail be iocated; and .
id the oerthip fee hereinafrer specified.

No memoer may hoid more than one ” ,;',inmo" perative and no bership
in tne Caoperative snail be transferable, except as provided in these bylaws.

_ Contnburions in Aid of Construction. The pership fee sirail be as fixed from time
to *ime oy the 3oard of Directors. The pership ‘ee (togemer with any service
secunry it, service i it or fee, faciliies exiension deposit,
conmmoution in Qid. of construction or any binan h f, if required by the .
Cooperctrive) shail entitie the memoer 'a one service tion. A service i
aevout 3r fee, in such amount as snail Se nnsmnod by the Cocperative (together with
o iervice securiry it, 3 fodlit it or a contribution in aid of
consIruCTon Or any combination thereof, if roqmrod by the Cooperative), shail be paid
oy me foe each additional service by him,

Section 3. Certificate of Membership; R. | of Prier A i The

appicant shail agree 10 purchase all mn: power and energy from tho Cooperative
anc "o 2e d0unc by and 1o comoty with oi of the other provisions of the Cooperative’s
Arncies of Incorporarion and 8yiaws, and ail rules, reguictions and rate schedui
evaokned curvant thereto, as ail the some then exist or may thereaiter be duly adopred
or d (the obkgon broced by sch ogr h-\ghu-ldhrcdhd
monmpabhqm') -dmlb.mdomwmgonwchfomesnmndod
for ov e C ative. The hip opplicotion shoil be panied by the
memoerinio fee {togemer with any securry deposit, service on deposit or fee,
fogiites o or contnbun -na-ddmmrhﬁmybcnqmnd
by e Coowcmm which f.. (and such service security d it, service Cof
it or fee, foalit posit, or contributi mmdd... ion, it any)
shail be rerunded in the event the applicanion is by Boord resolution demed. Any former
of the C may, by the sole oct of paying o new bership fee and
any oursianaing account pivs accrued interest thereon ot the Wyoming legal rare on
judgmenrs . nnfoawmwcammﬁnb‘mmomdu mpouudodenmnlly
{together with anv tervice secunry dep service posit or fee, lacilities
extenuon oepost, or contribunion in aid of construction thar may be required by the
Coooerarive), renew and reactivate any prior appiication for membership 1o the same
3 a3 :heugh the oppiication hod been newly made on the date of such paymens.

o

4. Joint Mombonhop Any two natural adult persons, living together,

®earTic energy irom the some merer, may apply for o joint membership and,

WOKCE 10 thewr COMDIaNCe with the requirements set forth in Section § of this Arricle,
Ay 98 GCCEOrRS ‘Or.1uth mempersing. The term “member’’ a3 used in Ihese byiows
. shou be avemea -~ ~avae a hvsband and wite hoiding a joint bership, of any fwa
natural adult cersans hoiding 3 join bersnip, and any provisions relating 10 the
right ond ligoines of memcersnio wnall apply equally with respect to the holdens of o
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joint membership. Without limiting the generality of e ‘aregoing, *he effec of the
hereinaiter specified acrions by or in respect of the holdau of @ joint membershio shail
be as follows:

{o) The presence ot a meeting of either or both sholl be f.gordoo 33 the presence of
ane member and shail constitute a joint waiver of notice of the meeting;

{b) The vore of sither separateiy or both joiarty shail contitute one joint vate;

(c) A waiver of notice signed by either or Both shall constitute a joint waiver;

(d) Notice to either shail constitute notice to both;

(o) Expulsion of either shail i the joint bership.

(f) Withdrawal of sither shall termingte the joint memoership.

(g) Either bur not both may be eiectec or aopointed as an officer ar board memoer,
provided that both meet the qualifications of such office.

Section 5. Conversion of Membership.

(a) A membership moy be convertea ‘o = joint membershio uoon the wrirren request
of the hoider thereof and the agreement 5y such hoider 3na his or her spouse. or other
natural aduit person living with him or Yer, ‘0 comply with the arricies of incorporation.
bylows and rules and regulations adoptea dy the board. The outsronding evicence of
membership shall bo surrenderea ond snail be reissued by the Cooperarive in such

as shail i the ch i oership storus.

(b) Upen ‘the death of either :aeum ar arner natural adult serson, who is  porty to
the joint bership, such bership snail be held soleiy by 'he survivor. The

" outstanding membership cemificate shail Se surrendered, and shail be reissued in such

as shall indi the changed memoership status, provided, however, that the
estare of the deceased shall not be released from any debts Gue the Cooperarive.

Section §. Termination of Membership.

(o} Any ber may withd from oership voon i with suen uniform
terms and conditions as the board may drescnbe. The board may , by the affirmative
vate of not less than two-thirds of ail rhe members of the board, sxoel any memoer wno
fails to comply with any of rhe provisions of the arricies of incorporation, dyiaws or
rules and requiations adopred by the board, Sut only if such memoer shail have been
given wrirten notice by the Cooperative thar such failure makes him liable 1o exouision
and such failure shall have continued for at least ren doys after such notice was: given.

Any lled ber may bo ! by vote of the board or by vore of tne
b .cteny | or special g. The ship of o oer who has
coased 'o purchase energy from the Coooerative shall be cancened withour furner
notice uniess the board the nip by iution s1aning the soeaiic tarms
of the membership ummon. :
(b)Uponmo ithd i, death, ion of exi or expuision of o ber, the

p of such ber shoil thereupon terminate, and the evidence of mempersnio
of such monbn shall be surrendered forthwith to the Cooperanive. Terminarion of
ship in any shall not release a member or his esrate from any aebrs cue

the Cooperative.

"Sectien 7. Purchase of Electric Energy. Each member shall, as soon as electric
energy shall be available, purchase from the Cooperative ail eleciric energy purchased
on the premises specified in the member’s cenificare of membership and contrac for
eslectric service, and shall pay rherefor at rares which shail from time 1o time be fixed by
the board. It is expressly understood that amounts paia for eiectric energy 'n excess of
the cost of service are fumished by memoers as capital and eoch member shail. Se
credited with the capitai 3o furnished a3 provided by these bylows. Each member shail
pay to the Cooperative such mini regardless of the amoum of eiecrnic
energy consumed, a3 shall be fixed by the board from time to time. Each member sha:!
alo pay ail ather amounts owed by him to the Cooperative as and when the same shail
become due and payable. When the member has more than one service connection

‘from the Cooperative, ony paymem by him for service from the Cooperarive snoil e

desmed to be aliocored ond cm.d on a pro rote bosis to his outstanding accounts for
all such service g that the Cooperative’s octual accounting
procedures did nuroﬂaawd\aﬂocmondmmon It is further uncersooa nat
the Cooperative shail moke ail reasoncbie eiforts to furnish its memders with agequare
and dependable electric service, aithough it cannot-and therefore does not quarantee o
continvous and uninterrupted supply thereoi. .
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Section 8. Pewer Preduction by M b ber, for 30 long os wch
:mmsmwnodwdma'ympoduuudhyhm Mlpwéuukomvho
Cocoerative all central station elecrric power and emergy purchased for use on ail
premises 1o which electric service has been or shail be furnished by the Cacperative
within i1s territory pursuant to his membership, uniess and exceot to the extent that the
Board of Direcrors may in writing waive such requirement, oadwhctlpayrh-niormvho
nmes, and in accordance with the rules, reguiations, ond rare schedules {includi

mmhmmmmmmmb.d\mgdmwudmrhomdm
pc-nandm«gymnﬂyuud)wcﬂndndhymwdbmmmnimdhc

in accordance with the provi of any that may have been.

entered into as prov-d-d for in Arvicle |, Section 3. Production or use of elecric energy
on such prumm regaraiess of the source thereci, by means of facilities which shoil be
inter d with Cooperative facilities, shail be subject to appropriate reguiations as
shail be fixed from time to time by the Cooperative.

Section 9. Wiring of Premi R ibility Therefor; R ibility for Meter
Tompering ol vaﬂung ond for the Damage to Cooperative Properties: Extent
of C R bility; Indemnification. Eoch memoer shail cause all premises

receiving eleciric service pursuant to his memoership 1o 3ecome ond to remain
wired in accordance with the specificatians of 'ne Narional Electric Safery Code,
any applicabie store code or local government ordinances, and of the Coopera-

tive. If the foregeing specifications are vari rhomucamguendcrdsdml
prevail. Each ber shail be responsible for ~ mmu ify the Cooperative
irs employees, agenrs and independ s against death, injury, loss or
resulting fram any defect in or improper use or mai of - such premisas

i wiring and apparatuses connected thersto or used thereon. Each member shail
ovailable 10 the Cooperative a ble site, as dererminea by the Cooperative,

whereon 1o piace the Cooperative’s phytical faciiines for the furnishing and metering of
eiectric service and shail permir the Cooperarive’'s authorized emoioyees, agenrs and
independent contractors 10 have access therero sarely and without interference from
homl- dog: or any other ‘wmh source for meter reaving, bill collecting and for
red g repair or disconnecion of such
faciliries ar all roewnobh mum As port of the considerarion for such servics, sach
member shail be the Cooparative’s bailee of such facilities ond shall accerdingly desist
from intertering with, impairing the operation of or cousing damage to such facilities,
ond shail use his bw efforts to prevent others from so doing. Each member shail aiso
provide such pr e devs to his ¢ J opparatuses or meter base as the
Cooperative shail from rime 10 time require n order 1o orotect the Cooperanve's
shysicol faailities and their coeration and 1o prevent any interference with or damage
to such facilities. In the event such fodlities are interferea with, impaired in their
operation or damaged by the member, or by any other person when the member's
romnehlo care and surveillance shouid have prevented such, the member shail
d fy the C i nnd irs employees, agenrs and ndopoodcm contractors
ogainyt deam, injury, ioss or d ge resviting therefrom, g but not limited to
the Cooperarive’s cost of repairing, replocing or relocating any such focilifies and its
lass, if any, of revenues rewiting from the failure or defective funcrioning of i movonng
equipment. !n no avent shall the responsibility of the Cooperative for furnishing
service extend beyond the poimt of delivery.

Section 10. Member to Grant E: te & vve. Eoch ber shall, upon
being. requesred 1o do 10 by the Cooperctive, exeaste and dsiiver 1o the Cooperative
gronms of easement or right-oi-way over, on and under such lands owned or leased by or
mortgoged. to the memder, ond in accordance with such reasonable terms and conditions,
a3 the’ Cooperative shail rmbhhmddmmmhnwm
mambers or for the construetion, aperation, maintenance or relocorion of the Cooperarive’s
elearic fadlities.

ARTICLE Il
RIGHTS AND LIABILITIES OF MEMBERS

1. Propery | of Members. Upon dissolution, after
| debts and liabiliries of the Cooperative shail have been paid; and
| capital ‘urmshed througn patronage shail have been retired; as provided by
ylaws, ‘he remaining property and assers of the Cooperarive shail be dis-
tnbuted omong ‘he members and former members in the proportion which the
qggregate oatronags of eacn 0ears to the toral patronage of all members.
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Sectien 2. Nen-liability for Debts of the Cooperative. The private property oi

the members shail be pt from lon or other liability for *he debn of e
[« ative and no Ber shall be liable or responsioie for any debts or ligbiliries of
the Cooperative. .

R : : - L : ARTICLE 1l

o . R S  MEETING OF MEMBERS

N Section 1. Annual Meeting. The annval g of the members shail be heid on
fourth (4th) Sarvrday of Jum of each year bogmmng with the year 1981 at a place
within the Cooperative’s territory designared by the Board of Directors. and which shail
be designared in the notice of the meering, for the purpose of eiecting ooard members,
passing upon reporrs for the previous fiscal year and transacring such other business as
may come defore the meeting. it shail be the responsibility of the board 'o maxe
adequote pions and preparations ‘or ‘he annual meeting. Failure ‘o hoid the annuar
meeting ot the designated time shall not work a forfeiture or dissoiution of the C. i

Sectien 2. Special Meeti Soecial ings of ‘he bers may be cailed by’

" resoiution of the board, or upon written request signed by any five (5) board members,
by *he President, or by twenty-five percent (25%) or more of ail the memoers, and it
shail 'houunon be the duty of the Secretary 1o cause notice of such meeting to be given
as heres ided. Special ings of the b mybohddmcnyplncn

" within one of rho counties :m-d by ne Cooperative as designated dy the board ana
shail be soecified in the notice of the soecial meeting.

Section 3. Netice of Member's Meetings. Written or printed ~otice stating the
ploce, day and hour of the meeting and, in case of o ial i i

g or an
meenng ot which business requiring soeciai notice is 10 be transacied. he purpose or
purposes for which the meeting 1s cailed, shail be deiivered not iess 'than fifreen (15)
days nor more than forty-five (45) days before the date of the meeting, either
personaily or by mail, by or at the airecrion of the Secretary, or uoon defoult in Gury
by :ne Secrerary, by the persons cailing the meeting, to each memoer. If mailed, suen
nonce shail be deemed :0 be delivered when deposited in the United States mail,
addressea to the member at his address as it copears on the records of the Cooperative.
with postage thereon prepaid. The igiiure of any member 1o receive notice of an annuas
or soecicl meeting of the members shaii not invalidate any action which may be taken
Sy 'he members at any such meering.

Section 4. Quorum. One hundred {100) members represented in person shaii

consnrute @ quorum for the transaction of all business, excepr thar of the etection of

. L . directors and except any such disoosition of property as set forth in Article VI hereof;

’ - provided, however, that in the elecnon of directors, a quorum would consist of five
percent (5%) of the toral membershio of the Cooperative with at least one hundred {100)
members represented in person ot any such meeting. If less than o quorum is present in
perion ot any meeting, G mojonry of those present .moy adiourn the meeting
from rime 10 time without further norice. '

Section S. Vctmg Each member shall be entitled to one (1) vore and no more
VPON each marer submirted to a vore at @ ing of the bers; provided, ho 2
that in the eecrion of directors a member may <asl Q numper oi votes equal to the
number of directors 1o be elecred. The ber of candid equoi to the number of
direcors ro be elecred for the term specitied in Section 2. of Arncle (Vv of thess bylaws.
At ail meetings of the members ar which 0 quorum is present, ail questions shail be
decded by o vote of o majonty of e members voling therein in derson or by praay
@hcoon a3 orherwise provided by law, the certificare of incorporarion of the Cooperative,

or 1hese dyiaws. If any two notural adult persons hold o joint mempersnip, they shaii
p«my be enntled 10 one (1} vote and no more upon each maner suomined to o vole
a1 o meenng of the members.

Section 6. Proxies. At ail gs of bers, o ber moy vote by proay
executed in writing by the memoer. Such proxy shail be filed with the Secretary beiore
ar at the rime of the meeting. No proxy shall be voted at any meeting of the memoers
unless it shail designare the particuiar mesting a1 which it is 10 be vorea, and ne proxy
shail be vored a1 any mesting other than the one so designated or any agjournment of
ﬂmhw“mmm‘ummﬁw(ﬂmﬁdudmgu
OUIGMGNC ProXYy vore for 0 spouse) a1 any g of the bers and no proay shail e
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mmm(&)mnmmmdm ion. Provided, h , Mmat e '
pouss of any ber shall be d d icaily the proxy for an ahsem member ;
uniess the. memder 1pedificaily pronibits the 1pouse 10 0T as his proay in writing desvered .
mm-Smovanmwmmmdem’h

of a ¢ @ 9 g of the s sholl revoke g proay thererciore
unndbyhmcndwd!mbornhdbouﬂdmmﬂw&mmrﬁ.m . . o
manner and with the same effect as if he had not exeased a proay. N . T R ) T R

Section 7. A ting Sy and Reports. The doord shoil couse ‘o e

blished and ined o ol ing system which, among orher "nings
ana subject 1o appiicasie laws and reguiarions of any reguitory boay, shail coniorm
10 such accounting system as may from time to rime be desig d by rhe Administraror
of the Rurai Elecrrification Administration of the United States of Americo. The doara
snail aiso after :he cose of each fiscai year couse to be made by o comhoa :oolu:
accounrant a ~uil ang comoiete augit of the booss and fi iol of
‘ne Cooperative 33 of “he end of such fiscoi vear: A report of suen audit snail e
suomitted (o the memoers at the next following annual meenng.

Section 8. Order of Business. The order of business ar *he annual meeting of “e
members and, 5o far as possible, at ail other meetings of the memoers, inail 2e
essentigily as follows, excepr a3 otherwise determined by the members ot wuch meering:

{1) Report on the ber of bers pr in person in order 10 determine ne

e of @ quorum. .
ing of rhe sotice of the meeting and orooi of the due aublmm or maiiing
the waiver or waivers of notice of the Mmg, as the cose may be.

ding of uncoproved mi of p ings of rthe 1 ong ‘ne
rging of necessary acnan rhereon.
{4) Pr ion and ideration of reporns of officers, trustees and comminees.

{5) Election of Soard members.
{6) Unfimshed business.

7} New >usiness.

{8) Adjournment.

ARTICLE IV
DIRECTORS

Section 1. General Powers. The business ond affairs of the Caoperarive snail Se
managed 9y a board of nine (9) directors whicn shall exercise ail of the powers of *ne
Cooperarive exceor such a3 are by law or by the centificare of incoroorarion of ‘ne
Cooperative or bv *hese bylgws conferred upon or reserved 10 the members.

Section 2. Qualificarions and Tenure. The persons nomed as directors in he

cerificate of incar von of the Cooperative shail pose the board of directors unni .

the first annuci meeting or until lhur successors shail hcvc bnn elected and shail have - I
qualified. Al each annval g of the s+ beg -nh the yeor mz o
direcors shail be siecred by hcllu by and from the B ot vnoft

t0 serve uniil the next annual meeting of the members or until their successors mcnl hcn

Seen clecrea and snad have qualified, subject o the provisions of these byl wah

respect 10 the remaval of girectors. No der sholl bo igible 1o b or in @

director or haia any position of trust in e Cooperative, who is not a bong fide resident
:n the orec servea by me Cooperanve, or wha is in any way empioyed by or financiaily
inerested in 0 compenng enterprise or o business seiling eleciric energy or supoties to
ne C ative, or 3 b primarily engaged in selling electrical or plumbing
gppiiances. When g mempershio is heid jointly Dy any rwo natural aduit persons, erher
one, but not both. may be eiected o director; provided, however, that nerrher ane shatl
be eligible 10 secome or remain o ditector or to hoid e pasition of trust in e *
Cooperarive uniess oain inail meet the qualificar heres o1 forth. N g in
this section conrained snail, or shoil be consirved to, aifed in any manner whanoever
*he validity of any acrion raken ot any meeting of the board of disectors.

Section 3. Nominarioas. |1 snail be the duty of the board of directors 1o apooint,

i thaGn sty [OU) 30ys nor more than ninety (90) days beiore the dare of o

i :me memobers ar which direcrors are '0 hbe esiected, o commttes cn

hs consisung of tnree (3] members from each disina as. estaolished Dy “nese

o officer of memoer i the board of girecton shail be appomted o memoer of

such @ commirres. The commures shail prepare and post ot the principal erha of :ne
Cooperotive ot sau :wenty ;20) days before the ing o lin of ror
directors, but any fifteen (15) or more members from anv disrict moy mose omer ¢
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momingtions from said disrict 'a writing over their signatures not less than fifreen (15}
days prior 10 the meeting and Me secretary shail 5ost 'ne same a1 *he same place where
the list of nominations mage Sy e committee is oosted. The secrerary shall mail with

" me notice of the ing 3 of the of airectors 10 be elecred and
d\omng separately the nomnons made 0y ™e i 0 nol b and the
made by p: ‘t any. Nothing comtaineg heren snail, however, prevent

cdditional nominations 'o 2e mage ~om rhe floar ar the meeting of the members by
mempers of the respective Zistric's. The memgers mgy, 3t Iny meeting a1 which 3
ditector or directors shail 3¢ ~emoved, a3 herein efcre orovided. elect o successor or

s vhon'o ith i with the ‘cregoing Srowisions with resoect '

h 3Snvenng n Ihis $6CTI0N (ONrOnea. *QHure 10 COMOIY wilR

any of the pﬂmuom of "ne secren shail nor sSect i any manner whatsoever he
vandity of any election =i 3:ecors.

Section 4. Repre J Teg rerntory '3 e servec =v "me Cooperative snan
se divided into mree {3) 2is™ =5 31 2-eas dounces 3s ‘Ollows.

District or Area No. * - ?'z=e vz ev )

District No. ! shail ¢ =3t 32~ 2= of tne zar+icarea crea of 'ne Carbon Power &
Lignt. Inc., that iies wes: 2° = ~e o3 ~ming 3t *~e NE corner 3f “awnsmio 22'N . Range
82 W.; thenca south 1o *3e NE z3rer of Towninio ‘0 N., ange 82 W. thence easr
-a the Carbon ana AIBGNY s3u™v  ~e: "nence 13,15 °3 'ne chmmg stare line.

District or Area No. 2 - 3 « Mou=2.n ona Rocs ver.

District No. 2 sngit 28 *~3* sor 3n of the cervficcrea areo 3f *he Corbon Power 3
ugm. Inc., that lies nor= 3=3 ey 3¢ 3 line Zezinming a1 *ne NE corner of Townsnio
‘o N., Range 32 W.. merze ecs: '3 "2 SE correr of Townsnio 17 N., Ronge 79 W,
nence north 1o e NE zreer 3¢ Tswnsmp 8 N, Renge 79 ‘W | thence east 1o the SE
cormer of Townsmp 19 N.. Icnge T4 W., ‘sence o ne mortn boundary of the
cerificored area.

District or Area No. 3 - (Srsmre »Siey. )

District No. 3 snau 2¢ *~21 =c=on of the ceriicared area of the Carbon Power &
Lignt, inc., that lies soutn =na eas: ¢ 3 line sec:nning ot *ne NE corner of Township
22 N., Range 76 W.: ‘nence sou:n 3 e SE sorrer of Townsmip 19 N., Range 76 W.;
“nence west to the NW zarrer of “awashio '8 N.. Range 78 W.; thence south o tne
Caroon and Albany county ine: ‘nence west ona south aiong said county line 19 e
‘Wyoming siate line.

There shail be three {2} sirecors evected from ne guaiified memoers residing in eacn
of the above namea gisrmcs; *nor *ne said three (3) directors in eacn district shail de
eiected by quaiified memoers resaing in that resoective Gistricr, and no memoer shaii
Se permined to vore for 3ny Jirectors irom disricts which 10:d memder does not reside.
That ot the i meeting cf *ne s hevd an June 23, 1958, one (1) director from
sach district shail be eecea for 3 term of one {1} year, one (1) director from eacn
disrict shall be eiecred for 3 ‘erm of two (2) years, and one (1) director from eacn
agistrict for o term of three (J) years: and the said terms of saia airectors at soid annuas
meeting on Jm 23, 1958, shail 5@ determinea as foilows: The nominee from eacn
gistrict g the hi of votes snail be deciored eiected for o three (3)
year term; the second hngnn for a rwo (2) year ‘erm; and the thirg highest for a one
(1) yoar term: That thereatrer ail airectors shail be stected for a term of three (3) years
in accordance with the provisions of s bylaw.

Section §. V. ies. Subject 10 the provisions of these dbyiaws with respect 1o the

removal of directors, vacancies occurring in the board of directars shail be filled by a
majority vote of the remaimng direcors and airectors thus eiected shail serve until the'

next i ing of the 3 o¢ until their successors shail have been elecred and
wnail have quaiified. :

4., Compensatien; E Direcrors sholl o determined bv resolution
of the Board of Direcrors, receive . ﬁuod foe, which may inct insurance benefits, for

amending meerings of the Board of Directors and when such has had the prior aoprovai
of the Beard of Directors, for the performance of orher Cooperative business. Directors
shail also receive advow or r-imbummm of any travel and out-of-cocker

iy, v and bly incurred in performing their duties. No

:voaer shall recerve comoensarion for serving the Cooperanve.in any other capacity,

-aor sholl ony close relative of g director receive compensarion for serving ‘ne

Cooperative, uniess the ooy cna of such ion shail be soecificarly
authorized by a vare of he memoers or such payment and amount shail be specificaiiy
authorized by the Boord of Direcrors upon thew cermification of such as an emergency
mecture. Provided, thar o dirmcror wao is also an officer of the board, and wno as sucn
officer performs reguier or penogic duties of o subsrantial narure for the Coooerarive n
irs fiscal affairs, moy be d in weh as snail be fixed ana outhonzea
in advance of such service by the 8oard of Direcrors.

26
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Section 7. R i of Di by Memb per mgy bring one or
more charge(s) for goéd cOvse Ggainst any one Or.MOre dlroaer(t) and may request the
removai of such director(s) by recson rhereoi by filing with the Secretary such charge(s)
in writing, togetner with a pention sugnoe by nat less than rwenty-five percem (25%) of
the th i s of the Coop which petition calls for o special member

meenng the stated purpose of which shail be to hear and act upon such charge(s) and, i
one or more direciors are recalied, 10 eiecr their successor(s), and which specifies the
place. ime and dove thereof not sooner than fifty (50} days after filing of such perition.
Each page of the petition shall, in :he forepart thereci, srare the name(s), and
acdressies) of rne memper(s) filing such chargefs), a verbarim siarement of such
<narge(s) ana the name(s)of the director{s) against wham such :hurgn(l) " [are) being
maage. The setinon snall be signed by each memoer n the same name as he is billed by
the Cooperative ana shall stare the sigagtory’s address as the some as it Jppears on
suca sulings. Nonce of such chargeisi veroatim, f he direcror(s) agomst whom the
znargeis) have deen made and rthe puroose of ‘ne meeting shail be _:omamod in the
aonce of 'he meenng, or s80TrCtely notced fo the mempers not less than fifteen (15) days
3n10r '0 the memoer meeting Gt which *ime 'ne maner wiil be acted uoon: Pravided, tha
‘ne notice snail ser ‘orth (in alphabencar orger) sniv rwenry {20} of the nomes of the
memoen filing one or more charges if rwenty (20) or more members file the same charge(s)
sgainy the same cirecror(s). Such direcror(s) shail Se informed in writing of the charge
after they have oeen validly filed and ot leest forry-five (45) days prior to the meering of
*he mempers a1 which the charges are 10 be considered, and shall have an cpportunity ot
‘Ne meering 0 D neard in perion, Dy evidence in respect oi rne cnarge(s); and the

{s) bringing 'ne cnargels) shaii have me same opportuniry, dut must ce heard
question of the removal of such director(s) snail. separately for each it more
e has Deen chorged, be consiceren and vored uBon Of such méeting, and any
cv Creared ov wch removali shail e filled by vore of the members ar such mesting
~unout comoliance with the foregoing arovisions wirh respect ‘o nomngricns. exceor
'nar nomingtions snoll oe made from ‘he ‘loor: rovided, that ‘he quesnon of the
removal of 3 girector thail not be vorea uoon a1 zil uniess some evidence n suapart of
*he cnorgets) against him shail have seen presenrea uurmg the meenng ‘hrough orai
f#Orements, J0CUMENTS Or Qrherwise, A Newiy-0Wecieq GIrector snaii 0 fram or wirh
res0ect 10 Ihe same Jirectorare District as was ihe airector whose oifice he succeeas ona
shail serve the uneaoired portion of the removea airector’s term.

ARTICLEV
MEETINGS OF BOARD

Section 1. Reguiar Meetings. A reguiar meenng of tne coara snol Se heid
notice, igtely after, and at 'he same diace as, the annua: meenng of the
members. A reguiar meeting of the 30ara snail aiso be held monihi, a1 such nme and
place within one of the counties served by rhe C ative a3 desg i by the board.
Sucn requiar monly meeting may be neid without notice other “nan sucn resoiution
fixing the time ana piace thereoi.

Section 2. Speciol Meeting. S i gs of the board may be called by the
President or by :nv five (5) boeru memoers, and it shail thereupon ce the duty of the
Secretary to zause notice of such meering fo be given o3 herewnaiter rovided. The
Presicent or doara memoers <nllmg :he meeting snail fix the nme. and picce for the

g of :ne - 9 i g3, upon Droper notice, May aiso be heid via
'!'Oohon- conference <all, vnrhou) regard to the 3cruai location of *ne directors at the
time of such o reienone conference meeting, if ail the girectors consent therero.

Section 3. Notics of Board Meerings. Wrnren ncrice of *he ime, place ond
Purpose of any soecial meenng of the doard snail be delivered 10 each board member
either persanaily or Sy maii, by or at the direcnon of me Secretary, or upon a default in
duty by :he Secretary, oy the Premident or the board member cailing the meeting. If
maiied, iuch vonce snatl 2e deemed ‘o be deiivered when deoosired in he United
Srores mgil GoCressed o the Soard memoer at his 3GAress a3 ir COPECrs on the records
of tne Cooperanve, witn posiage nereon prepaid, 3t least five (S) days beiore the date

~* tor the M.Qllﬂg.

nd. Querum. A majoriry of e Boara shall constitute o guorum, srovidea.

53 *AON 3LCN MCIONtY Sf 'he DOGrd is Prasent ar s0id meenng, 3 MG(Onty of the

oresent =Gy 3CiOUrN ‘he Meenng TOM fime 1O fime; ana oroviced furmer, that the

Secrerary snoii soniv ony absenr J0ard memoers of the time and piace of such

agiournea meenng. “he 3c1 of 3 maroriry of the DOGrd memoers present Gt 3 meenng at

wMmch G QuOrum i3 Sresent snatl be the Gt of e DOGIG, ExCeP! O3 OINETwite grovided «n
these bylaws.

!
|




ARTICLE VI
OFFICERS

Section 1. Number. The officers of the Cooperarive shail be a President, Vice
President, Secrerary, Treasurer, and such other officers as may be aetermined by *he
board from time to time. The offices of Secretary and Treasurer moy be heid by the
some person.

Section 2. Eloction and Term of Office. The four officers named in Article VI,
Section | shall be eleced by secret wri ballet, lly and with prior
nomination, by and from rhe Boord of Direcrars ot the firsr meering of the board heid
afrer the ] ing of the bers. if the election of such officers shail not be eid
ar such meeting, it shell be neid as soon thereafter as is convenient. Each such etﬁ:-r
shail hold office unni the first meeting of the board foilowing *he next di
meeting of the memoers or until his successor shail have bnn duly elected cna shail
have qualified, subiec 10 the provisions of ‘he bylaws w~ith respect ‘o the removai of
directors and to the removas of oificers by the 3oard of Directors. Any other officers
may be elected by rhe doara from among such- sersons. and with such title, renure,
responsibiiities ana aurronnes, as the Board of Direcrars may from time to time ceem
advisable.

Section 3. Removal of Officers and Agents by the Board. Any officer or agent
elected or appointed by ™e board may be removed by the board whenever in s
judg the best interests of the Cooperative will be served thereby.

Section 4. Presid The President shail..
{a) be the principal execurive officer of the Cocperative, and unless otherwise

" determined by the memiers of the board, shail presiae o1 ail meetings of the members

and the board;

- (b) sign, with the Secrerary, evidences of membersnio, ‘he issue of which shail have
been cuthorized by the board or the memoers, and may sign any deeds, mengages.
deeds of trust, nores, bonds, contracts or other instruments cuthorized by the board to
be snecuted excepr in cases in which the signing and execution thereof shail de
expressly delegared by the ooard or by these byiaws 1o some other officer or agent of
the Cooperative, or shail de required by iaw 10 de otherwise signed or executeo; sna

(c} in general perform ail duties incident to the office of President and such orher

. duties as may be prescribed by the board from time to time.

Section 5. Vice President. In the obsence of 'he President, or in the event of his
inability or refusal to act, e Vice President shall perform the duties of the Presicent,
and when 10 acting shail have ail the powers of ana be subject to ail the restricrions
upon the President. The Vice President shail also perform such other duties as from time
to time may be assigned to Aim by the board.

Section 6. Secretory. The Secretary shall be responsibie for:

(a} keeping the mi of the ings of the 3 and of the board in books
provided for that purpose;

{b) sesing thar ail norices are duly given in occordance with these bylaws or as
required by low;

{¢) the safekeeping of the corporate books and recoras and the seal oi the
Cooperative and aifixing the seai of the Cooperative 10 documents on which it is legaily
necessary or approoriate 1o aifix the seai and upon authorizarion by the board;

(d) keeping a register of the names and post office addresses of all members;

{o} keeping on file o1 cﬂ times o complere copy of the centificare of incorporation and

bylaws of the C otive ining all d thereto {which cooy shall ciwavs
be aopen to the inspection of any ber) and at the expense of the Cooperative,
fusmishing a copy of the Byi and ail dments thereto 1o any member uoon
request; and

(A in general performing ail duties incident to the office of Secretary and such other
duties as from time 1o time may e assigned 1o him or her by the board.

Section 7. Treasurer. The Treasurer shail be responsible for:

(a} custody of ail funas ana securities of the Cooperarive;

(b) the receipt of ana *he of for ail ies due and oayabie ‘o *Ne
Cooperative and for :he aecosit of ail such monies in the rame of e Cooperanive in
sch bank or banks as shail be seleced in accoraances mvh the provisions of ‘hese

byiows; and
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{¢} ne generai cerfarmance of ali the duties inadent to the office of Treasurer and
such orher duties as from time to time may be assigned 1o him or her by the board.

Section 8. Manager. ﬂubwrdmywamncgnvhomybc but who
snail not oe required to be, o ber of the Cooperative. The ger shail perform
such dunes and ihatl exercise such authariry as the boord may from time 10 rime vest in
him ar her.

Section 9. Bonds of Officers. The Treasurer and any other offices or agent ot me
Caoceranve cnargea with responubility for the y ot any of i1s funas or property
iGN 28 30n0ed " such sum and with such surety as 'he board shail gerermne. The
306re N 13 Jiscrenon may Qlso require any other officer. agent or emuioyve oi e
Cooperanve 10 3¢ Zonaed i such amount and with such surely Qs it shaill Getermine

Section 10. C jon. The powers, duties and compensanon of officers,
agenrs snd emoiavees shail De fixed by ihe doard subject to the provisions of mese
Jviows with resoecr to compensation for a bonrd memper and close ‘eiatives of @

s00ra . The G ative shail indemmiy oresent and former directars, officers,
inciuaing ‘ne Gcnwn Manager, agents and emplovees and may PUrcNGse Nsurance 1o
cover sucn as pravided in e Wyoming Business Corporanen Act,

w 5 . Section 17:1-105.1.

Section 11. Reports. The officers of the Cooperative shail subm at each annual
meeting of ‘he membders repors covering the bumness of rhe Coooerative ior me
vious Fiseal year. Such reports shall set fartn the condition of the Cooperative ot the

¥ such fiscar year.

ARTICLE VI
NON-PROFIT OPERATION

Section 1. | or Dividend: chc;mci' hibited. The Cooperative shail ot
all nmes de op i on a Coop profit basis for the mutug) Beneiit of its
mempers. No interest or dividends shall be paid or payabie by the Cooperanve on any
capirgi furnished 2y its members.

Section 2. Patronage Capital in C ion with Furnishing Electric Energy.
in 1he furmisning of aieciric energy the Cooperative’s operarions shail be so conaucred
thar ail memoers, «iil nrough their patronage furnish capital for the Cooperative. in
order ‘o induce darronage and 'o -assure thar the Cooperotive wiil apercte on o

praiit 00sis :ne Cooperative is obligated to acs on a patronage oasis to ail i1y
memoen ior ail amounts received and receivabie from the furnishing of eiectric energy
in excass of 0peranng cosrs and expenses properiy chargeaole againss the furnishing of
eieciric energy. The iormula for determining the amount of such potronage capirtal for
each memoer snail be determined by the Board of Directors. All such amounts in excess
of cperatng cosrs and expenses at the moment of receipt by the Cooperative are
received wirh the understanding rhat they are fumished by the bers as capital. The
Cooperative is ooiigated to pay by credin to o copital for each ber alil
such amaunrs in excess of operating costs and expenses. The books and records of the
Cooperanve shail be set up and kept in such G manner that ot the end of eoch Fiscal
year the amount of capiral, if any, so furnished by each ber is clearly reflected and
creditea 2 an cooroprigte record 1o the copital account of each memaer, and the
Cooperanve snan within 3 reasonable time after the close of the fiscal year notify each
of ne of capital so credited te his account. All such amounts credited to
the copital account af any member shail have the same status as though they had been
paid to the memoer in cash in pursuance of a legal cbligation 10 do 10 ond the member
had then furmsnea the Cooperative corresp g for cap

All other amounts received by the C ive from its operations in excess of costs
ana expenses nail, .movor os perminted by law, be (o} used to offser any iosses
incurred guring tne current ar any prior fiscol year and (b) 1o the extent not aeeded for

thar puroose. ail d 10 ity on ap ge basis and any amount so

il iraii ce d as part of the capiral cradited to the accounts of members,
Qs herein srovicec. : ’

event of cissol or liquidation of the Cooperative, the C otive will first

i cuisicnoing  ind d _of the Cooperative prior to the reniring of

ing :22.:3t <regits. Jutstonaing capital credits shail be retired witnour prionty

ro rarQ 30315 Jefore Iny payments are made on account of property righrs of the
mempers. if, 3t anv “ime prior 1o the dissolution or liquidanon, the board shail aerermine
That the financas conuinion uf the Cooparative «ill ot be impaired thereby, the copumal
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credited to members’ accounts may be retired in full or in part. Any such refirements
of capital shail be made in order of priority that *he doard of directors determines
appropriate. The Cooperative, before retiring any copital credited 10 any memoer s
“account, shall deduct thereirom any amount owmg Sy tuch memoer to the Cooperative.
Norwithsronding any other provisions of the byiaws, if any ber or ‘ormer
member fails 1o claim any cash retirement of eepnd creaifs or other payment from rhe
Cooperative within fwo yeers after paymem of the same has been made availcoie o
him by notice or check maiied 1o him ot his last adcrm furnished by him ‘o ‘he
Cooperative, such failure saall be and an ir ‘ ig and gift oy
such member of such capiral credit or other payment ‘o :he Cooperative. ‘cnwo )

_ claim any such pay within the ing of this section shail inciude the fauure oy

such member or former memoer 1o cosh any check maiied to him dy the Coopergnve at
1he last address furnishea by him 1o the Cooperativa. The assig and gift orov-cea
for under this section shail Secome effective only upen the expiranon of two (2} years
from the date when sucn ooyment was made i 10 such ar ‘srmer
member without cigim therefor and only after the further exoirarion of sixry {60! zavs
following the giving of & nonce by mail and puoiicarion thar unless such payment 's
cloimed within said sixty (60) doy period, such gift 1o the C ative shatl
effective. The notice by mail herein provided for snail be one (1] maiied v e
Cooperative 1o sxch or former member ot me lax known address and the nonce
by publicanion shall be rwo (2) consecutive insertions in & newsooper circuianng n “ne
service area of the Cooperative. The sixty (60) day period following the giving of suca
notice shail be d o termi after m ling of such notice or sixry (60) aays
following the iast date of publicarion th hichever is larer.

Said funds are to be used, at the ducrmon of the 3oara of Directors, to promare
educational programs ana orovide scholarships for stuaents in Caroon's service arec.

Capital credited 1o tne of each ber snail be assignadie only on the sccas
of the Cooperative pursuant 1o wrirten insiruction ‘rom ‘he 3ssignor and smiv o
$UCCOSIOrs in interest Of SuCCESIOrs in occupancy in atl or O Part of such merrser s
oremises served by the Cooperative uniess the boaro, 3cting under poiicies of geners
application, shail determine orherwise.

Notwithstanding any other provision of these bylaws, *he toard ot its discretion. 1aait
have the power at any time Loon the dearh of any memoer, if tre legal representcnivas
of his estate shail request in writing thar the capital credited 10 any such memoer ce
renred prior to the time such capiral would otherwise e retirea under the provisians a7
these byiows, to renre copital credited to any such memoer yoon such ‘erms na
conditions as the boara, acmg under poiicies of generai gopiication, and ‘e eca:

ives of such ‘s estare shall agree voon: provided, however, har *~e
ﬁncmal condition of the Coeperative wiil not be impaired thereby.
The bers of the C ative, by dealing ‘with the Cooperarive, ack iedce “vor

the terms and provisions oi the article. of incorporanion and bylaws sharl commmo sng
be a contract between the Cooperative and each memper, and both the Cooperanve
and the members are bound by such contract, as Ruily as though each member ~ag
individuaily signed o separore instrument containing such terms and provisions. The
arovisions of this article of the bylaws shail be cailea ro the amrention of each memoer of
the Cooperative by posting in @ consp place in the Cooperarive’s office.

. ARTICLE VIl
DISPOSITION OF PROPERTY

Section 1. The Coop may not sell, lease or othérwise dispose of ail or any
subsrontial portion of irs property uniess such scle, ieass or other dispasition is
authorized at @ meeting of the members thereof by the aifirmarive vote of not less “an
two-thirds of all of the members of the Cooperative, and unlexs the notice =f suen
prqposed sale, leased or other disposition shall have been conained in the notice of tne

ing; provided, h . that norwithstanding cnything herein contained, the boarg
of the Cooperative, without authorization by the members rhereof, shall have w.|
power and outhority to authorize the execution and defivery of o mortgage or
mortgages or a deed or deeds of trust upon, or the pledging or encumbering of, snv or
ail of the property, assesn, rights, privileges, licenses, franchises and oermirs i "ne
Cooperative, whether acquired or 1o be ocquired, and wherever situared. as wei os :he
revenues and income rherefrom, cil upon such terms and conaitions as the boara snaii
determine, 10 secure any indebtedness of the Cooperanve.

Section 2. No sale, lease, | i h or other disposition of 3il or a

substontinl portion of the Cooperative's amn o any other ennty shoil be aurorized
excep! in conformity with the following
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{a) !t *he Soard of Direcrers looh with favor upon any proposai for such saie, lease,
‘ease-1a1e, ge or orher d iion, it shall firss couse rhree (3} independent
appraisers, exoern in such nicruu, 10 render their individual opinions as 1o the value of
the Cocperctive with resped to sucn 3 sale, leass, lease-sale, exchange or cther
dispotition and as to any other terms and conditions which should be considered. The
vhm i3} mal uppmm shoil be Gesignared by a resident Disrric Courr Judge for the

d luaiciai District, Albany or Caroon County, Wyoming. If such judge refuses ro
mhowddongmmwlbomubymawddbwm

(b} I he 30ard of Directors, after receiving such appraisais (and other.rerms and
eonamens whicn ore recommended, :f any), determines that the proposal should be

for ideration by the bers, it shall firs give every other eieciric
mempersnip coporation corporately sied and operating in the siate (wbud\ has not
made such an offer for sucn saie, lease. | | hange or orher disposition) an

S0portunity 0 sUOMit competing proposals. Sucn eppo«nmry shail be in the form of a
wrirten narice 1o such sieciric membersnip corporations, which natice shall be arrached
*0 @ copy 3f ‘he proposal which e Coooerative has Giready received and 6 copy of
ne reports) of the three (3) appraisert. Such sieciric membership corparations shail be
gnrcn nct iess thon thirty (30} days duning which to submit cnmpmng proposais, and the
. actual minimum period within which proposais are 10 be submitted sngil de srared in the
wrirten namce :0 them.
ic} i+ ne 30ard then cerermines mat favoradie considerorion shouid be given to the
‘mriai or any subsequent proposal which has deen submined 10 it, it shall sa norify the
memoers. exoressing in deroil ocd! of any such proposais, and shail cail o special

ing. of ‘e s ifor ation thereof wnicn ’,mculnotboho‘d
“aen on- humm .ogi'm/ (180) days after the giving of such notice to the
. Pr , that ion thereol by the memoers may be given at the

uai memoer meering if the Doard 3o astermines ard if such annuai meeting is
@ sooner 'nan ene hundred eignrv (180) days after the giving of such notice.

{d) Any Shy (50) or more pers, by 30 petitioning the 50ara not lets than thirty
{30) 3ays arior to the dare of such specicl or annuai meeting, MOy cSuse the
Cooperative. ~ith the cost to be borne by rhe Cooperative, ‘o mail to ail members any
©0posing or Surernative cositions whicn they may have to the proposais that have been

™ or any ¢ iations thar the board has mace.

The foregoing provisions shail not aoply to a saie, lease, lecse-sale, exchange or
other disoosrion 10 one or more other eiecinic membership corporations «f the sub-
sronnve efect shereoi is ta merge or cansoiidare with such other one or more elearic
MemDersnID COroorarons.

Section 3. The Co ive may not be disscived exceot at an annual or spacial
meenng csiea ‘n accordance with hm bylc\-s ot which two-thirds of the total
nio of tne C arive votes for dissol

ARTICLE IX
SEAL

The corporare et of the Cooperarive shall have inscribed thereon the name of the
Cooperative and the words '‘Corparcre Seal, Wyeming."

ARTICLE X
FINANCIAL TRANSACTIONS

Section 7. Cantracts. Except as otherwise provided in these byiows, the board
may authorize any arficer or officers, agent or agenrs to enter into any contract or
execute and deiiver any insrument in the name and on behaif of the Cooperative, ond
1uCh Outhornty may oe g i or conhned to

Section 2. Checks, Oraits, ete. All checks, draits, or ostier. orders for the payment
of money, ana il notes, bonas or orher evidences of indebtedness issued in the nome of
the Cooperanve inail be ugned and/or comersigned by such officer or oificers, agent or
agents, emoroves ar emoiovees of e Cooperative and in such manner as shail from
time 10 rime ze ..ovennmn 3y resciunon of the board.

Section 3. Deposi All funds of the Cooperative shail be deposited

_or invested from time 10 nme 10 the credit of the Cooperative in such bank or banks or in
ggoncial securities or insrirvrions os me 8oard of Direcrors may select.
4 Chﬂngc in Rmn ‘Wrinen notice shail be given 10 the Administrator of
tec arion of the United States of America not less than
! ) aovs 3rior 10 "he dote woon wiwch any proposed change in the rotes
Aicrged by e Cossarstive for slecric snergy Secomas sffectiva.

S.cna- 5. Fiseol Year. “he ‘iscai yeor of me Cooperarive shail begin on the first
(st} day of Jenuary of eech year and shail snd on the rhiry-firm (31s1) day of
Decemoer ai e same yeor.

3
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. ARTICLE XI
MEMBERSHIP IN OTHER ORGANIZATIONS

The Coooerctive shail not become o member of or purchase stock in any other
orgonization without an affirmative vote of the members at a duly held meeting, the
narice of which shall specify that action is to 3e taken upon such proposed memoersnio
or stock purchase, provided h , that the Cooperarive may upon the outhorizanon
R S L of the board, purchase stock in or become o member of any corporation or

ereTE T ’ organizanon organized on o non-profit basis for the purpose of engaging in or
' - furthering the cause of rural elecrrification, or with the approval of the Adminisirator of
REA, or any other corporation for the purpose of acquiring electric facilities.

~ ARTICLE XlI
WAIVER OF NOTICE

Any memgper or board member may waive in writing any aotice of a meeting reauired
‘0 be given dy these bylaws. The of a per or board "Der at any
meeting snall consritute o waiver of notice of such meeting by such member or boara
member, except in cose a memoer or board member shail anend a meeting for tne
express purpose of objecring 1o the tr ion of any busi on the ground thar rhe
meeting has not been lawfully called or convened.

ARTICLE XIlI
POLICIES, RULES AND REGULATIONS

The board shall hove the power to make ond adopt such poiicies, rules and
regul ot i 1 with law, the articies of incarporation or these bylaws, as it
may deem advisadie for the g of the business and affairs of the Cooperanve.

ARTICLE XIV
AREA COVERAGE

The board snail make diligent effort 1o see thar eieciric service is extended 'o il
unserved persons within the Cooperative service area who (a) desire such service and
{b) meer ail reasonandie requirements biished by the Cooperative as o condition of
SUch service.

ARTICLE XV
AMENDMENTS

These byiaws may be aitered, amended or revealed by a vote of ar {east two-rthirds

{23) of ail di 3 at any reguiar or special ing of the board of directors. Advance

bli of any p d d shall be mud- ot least thirny (30) days prior

- to the adoption thereof in a mtpupor puuluhod in the Wyoming Counnes in which the
- Cooperarive serves.

ADOPTED this Twenty-fith day of June, 1988.
Joe E. Jones, Secretary
Carbon Power & Light, Inc.
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APPENDIX A
g1-/2-/3)

STATENENT OF NURDISCRININATION

Carson Fower & Light, [nc. is the recipient of Federal
financiai assistance from the 3ural zlectrification
Adainistration, an agency of the U.S. Departaent of
Agricuiture, and is subject to the provisions of Title VI
af the Civii Rights Act of 1964, as amended. Section 504 of
the Renadiiitation Act of 1973, as aaended, the Age
Discrimination Act of 1975, as asended, and the rules and
e ations of the U.S. Department of Agriculture which
; that no gerson in the United States onm the basis of
r ior, national origin, age, or handicap shall be
exciuded fros participation in, admission or access ‘lo.
denied the benefits of, ar othervise be subjected to
~discriaination under any of this organization’s programs or
activities. ST

The person responsible for coordinating this organization’s
nondiscrizination coapiiance efforts is Ardyce M. Hoes.
General Manager. Any individual, or specific class of
individuais, who feels that this organization has subjected
thea to discrisination say obtain further information about
the statutes and reguiations listed above fros and/or file
a vritten cospiaint vith this organization; or the
~Secretary, U.S. Departaent of Agriculture, Vashingtem, D.C.
20250; or the Adainistrator, Rural Electrification
Adainistration, ¥ashington, D.C. 20250. Complaints asust
be filed withia 180 days after the alleged discrimination.
Confidenziality will be saintained to the extent possible.

3




S g dBeIge
"~ Top O"Michigan Etectric Gompany

1123 EAST DIVISION -:- P. O. BOX 70
BOYNE CITY, MICHIGAN 49712-0070

........

Local 616-582-6521 -:- Toll Free 1-800-748-0121

July 18, 1991

General Services Administration
FAR Secretariat (VRS)

18th & F Streets, NW - Room 4041
Washington, D.C. 20405

Re: FAR Casg 91-13
Gentlemen:

I am writing in. response to your request for comments on these
proposed rules.

I wish to comment on several sections of this proposed rule and
then make some general comments.

41004-1 & 2 - Seem to provide escape clauses to avoid using the
local supplier. Territorial disputes with IOU's are quite common
in our state so we are very sensitive about any language that might
open the door for an IOU to further invade our territory. ’

52241-1 - Michigan utilities are bound by Public Service Commission
laws and rules of procedure. We can not comply with this rule.

52241-5 - Addresses what to do fof metering errors. Again, our
Public Service Commission strictly dictates what we must do, or not
do, to correct metering errors and resultant billing corrections.

52241-6 - Conflicts over regulations. We are bound to operate by
the state's laws and rules.

52241-8 - Refund of contributions. We refund our contributions if
they are the refundable type, by the dictates of Public Service
Commission laws and rules. Your proposal conflicts with what we do
for thousands of other customers. *

52241-13 - Patronage capital refunds. Our board determines
annually when and if capital credits can be paid. It is not
possible to notify you on a specific date and the amount of the
refund.

JUL 23 I99)
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General Serv1ces Administration

Page 2
. July 18, 1991

We fully respect the government's desire to place some rules of
procedure on its dealings with utility suppliers; however, Michigan
utilities are heavily regulated and the rules you are trying to
promulgate, we already have in place in much different format and
context, but with the same basic results.

We urge you, if you must have these rules, to allow escape clauses
wherever states adequately regulate the utility's actions to
accomplisih the same goals you seek.
Yours truly,

' WW’
Thomas W. Masserang, Manager
Office Services

TWM: po



- -
<<~ San Luis Valley Rural Electric Cooéera ive, “Inc.
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July 18, 1991

General Services Administration
FAR Secretariat (VRS)

18th & F Streets, N.W.

Room 4041

Washington, D.C. 20405

Re: FAR Case 91-13.
'~ Gentlemen:

The General Services Administration (GSA) recently published
a proposed rule on the acquisition of services from utilities (56
Federal Reglster 23982). As part of this rule, the GSA is
proposing at section 41.007(j), the same language be added to all
contracts between Federal facilities and cooperatives as
substantiated in section 52.241-13 Capital Credits.

(a) The Government is a member of the
(cooperative name) , and as any other
member, is entitled to capital credits consistent with
the by-laws of the cooperative, which states the
obligation of the Contractor to pay capital credits and
which specifies the method and time of payment. ‘

(b) Within 60 days after the close of the
Contractor's fiscal year, the Contractor shall furnish
to the Contracting Officer, or the designated
representative of the Contracting Officer, in writing a°
list of accrued credits by contract number, year and
delivery poznt. Also, the Contractor shall state the
amount of capital credits to be paid to the Government
and the date the payment is to be made.

(c) Upon termination or expiration of this
contract, unless the Government directs that unpaid
capital credits are to be applied to another contract,
the Contractor shall make payment to the Government for
the unpaid credits.

JUL 23 1991
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(d) Payment of capital credits will be made by
certified check, payable to the Treasurer of the United
States; and forwarded to the Contracting Officer at

: » unless otherwise directed in writing by
the Contracting Officer. Checks shall cite the current
or last contract number and indicate whether the check
is partial or final payment for all capital credits
accrued. .

. The SLVREC finds the proposed new section very troubling and
unfair to other cooperative members. We believe that the Federal
Government along with all cooperative members, are entitled to
" their capital credits. The return of any profits above expenses
is the very basis that Cooperatives are founded upon. However,
we believe that all members of a cooperative should be treated
fairly and evenly while having the capital credits retired in a
systematic order without giving anyone preference or early
payment. Paying the Federal Government capital credits would
give them preferential treatment. We believe the government is
to serve the people, not the people to serve the gbvernment.

We ask that GSA recon51der their proposal and adopt a policy
of payment of capital credits in the same order as all other
cooperative members.

Thank you for your time and consideration regarding this
matter.

since;ely,

- .
e Lt TR

- -—

Charles M. Archer
General Manager

CMA/mc

cc: Bob Bergland, NRECA




Electronic Data Systems Corporation
EDS | 4] -i3-134

‘July 18, 1991

~ General Services Administration

ATTN: FAR Secretariat (VRS)
18th and F Streets, NW

Room 4041

Washington, DC 20405
Reference FAR Case 91-20°
Dear Ms. Fayson:

Electronic Data Systems Corporation (EDS) is extremely concerned

" about the proposed addition of FAR 52.215-39, Notification of

Ownership Changes. We feel that the proposed clause is unnecessary .
and should be eliminated. The intended purpose of this clause is
to assure that the Government receives timely notification of
planned and completed ownership changes and any cost increases
which might result therefrom. This is not a valid justification.

There are currently sufficient provisions in the FAR that protect
the Government from paying increased costs resulting from ownership
changes. Cost principles at FAR 31.205-27, Organization costs:
FAR 31.205-49, Goodwill; and FAR 31.205- 52, Asset valuations
resulting from business combinations, provide sufficient assurance
that unallowable costs resulting from ownership changes will not
be passed on to the Government. Furthermore, if a successor in
interest is necessary as a result of an ownership change,
FAR 42.12, Novation and Change of Name Agreements, sets forth the
conditions under which the Government will recognize the successor,
one of which is an agreement that increased costs resulting from
the transaction will not be passed on to the Government. o

If the propcsed rule is nct withdrawn, we recommend thnat several
changes be made. Paragraph (a)(l) requires the contractor to
notify the ACO within 30 days after a change in ownership has
occurred or is certain to occur. In our opinion, any notification
prior to an actual change in ownership may violate SEC as well as
buy/sell agreements. We recommend deletion of the words, "or is ~
certain to occur.® ‘ : ’

Paragraph (a) (2) requires the contractor to notify the ACO whenever
asset valuation increases or any other cost increases related to
a change of ownership have occurred or are certain to occur. We
recommend deletion of the words, "or any other cost increases,"
since various cost increases, unrelated to asset valuation
increases may result from ownership changes. It appears that the
primary intent of the proposed clause is the implementation of
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FAR 31.205-52, Asset Valuations Resulting from Business
Combinations. Accordingly, the proposed clause should be limited
to that subject and not "other cost increases."

Paragraph (b) requires contractors to maintain current, accurate,
and complete inventory records of assets and their costs, both
prior and subsequent to all ownership changes. This onerous
requirement may necessitate another set of books as well as
phy51cal identification (e.g., double tagging) of such assets until
retirement. Contractors may not always be able to comply with such
a requirement since an acquired company may have had incomplete or
inaccurate inventory and/or accounting records. Moreover, we
believe the'proposed clause would result in a paperwork burden for
EDS that is significantly greater than the Government's estimate

" of 100 hours per year per contractor. We recommend that such a
detailed record keeplng requirement be dropped completely, or at
least changed to allow for summary level information.

If you would like to discuss these recommendations in more detail,
~please do not hesitate to contact either Michael Qulnt
(703/742-2268) .0or me (703/742-2739).

" Sincerely,

Gary W. 3111 .
Manager, Government Liaison

and Compliance
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Cooperative

' 1724'Cent_r:_al Avenue : J Bruce Bosworth
P.O. Box 77 : General Manager
Esther-lle. [owa 313340077 . . (T12) 382-2944

July 18, 1991

General Services Administration
FAR Secretariat (VRS) ‘

18th and F Streets, N.W., Room 4041
washington, D.C. 20405

Dear Sir:
Re: FAR Case 91-13

The following comments are in response to General Services
Administration, Federal Acquisition Regulations for Acquisition of
Utility Services (FAR Case 91-13) as it concerns a proposal rule on
the acquisition of services from utilities (56 Federal Register
23982) Section 41.007(J), specifically paragraphs (B), (C), and (D).

‘ Paragraph (B)

The contractor (Cooperative) would be unable to notify or furnish to
the contracting officer with sixty (60) days after the close of the
contractor's (Cooperative's) fiscal year, written notice of accrued
credits (patronage). '

The reason(s) for this is usually due to delayed billing of electric
service accounts until the following calendar month of the business
year and the larger than normal work load requirements at the end of
the fiscal year.

Cooperatives who use the option of offsetting (netting) gains and
losses are permitted by IRC Code, Section 1388, to provide patrons
with a written allocation notice on or before the 15th day of the
ninth month following the close of the fiscal (tax) year.

Additionally, IRC Code, Section 6044, exempts cooperatives who
furnish electricity or telephone service in rural areas from filing
and providing information returns (Form 1099 PATR) to patrons when
patronage dividends are paid. s

Recommendation

in accordance with the Internal Revenue Code and current Cooperative

. Allow the contractor (Cooperative) to continue its existing practices
. policy.

“ue 23 .
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July 18, 1991

Paragraph (C)

This paragraph would be inconsistent with current state law (Iowa)
governing the provision for payment of deferred patronage diyidends.

As such, this retirement would be considered a violation of law when
payments are provided in advance of the normal or general retirement,
and could/would establish harmful precedents where a Cooperative
would have a diminished capital or equity base to carry on its
day-to-day operations if all of its patrons, who no longer were
actively engaged in the purchase of electricity, were paid
dividends. Additionally, any requirement for payment of dividends
could be in violation of the Cooperative's REA loan covenants,
depending upon the Cooperative's current financial condition.

Recommendation

Any payment of deferred patroﬁage'dividends should be in cbmpliénce

" with existing state law and be at the discretion of the Cooperative's

Board of Directors and consistent with Cooperative's established
equity and general retirement plan.

Paragraph (D)

Payments of capital credits in the form of a certified check creates
an additional administrative burden and expense on behalf of the
paying entity, i.e., Cooperative.

Recommendation

All payments of capital credits should be in a manner consistent and
equal with other payments provided by the contractor (Cooperative) in
the normal course of business transactions, i.e., general funds
bus1ness check.

Thank you for allowing the Cooperative the opportunlty to provzde its
comments and recommendations as it concerns this proposal.

General Manage

JBB/ss -




" Osage Valley q)- /3‘ 13l
Electric Cooperative

Business Highway 71 North P.O.Box 151 Butler. Missouri 64730-0151
Phone: 816-679-3131 :

July 18, 1991

General Services Administration
FAR ‘Scretariat (VRS) _

18th and F Streets, NW, Room 4041
Washington DC 20405

| RE: FAR Case 91-13 ' -

You recently published a proposed rule on the acquisition of services
from utilities (56 Federal Register 23982). As a part of this rule,
you propose a section 41.007(j) that some new language be added to
all contracts between Federal facilities and our facilities.

We have a contract with the Air Force for electricity served at twenty-
four missile sites. We find paragraphs (b) and (c) to be specifically
troubling.

by delivery points: Although we do have twenty-four delivery points,

we combine all the readings each month and provide the Contracting
Officer with one combined bill. It will be impossible for us to provide
this information by delivery point. :

. In paragraph (b), you propose that we provide a list of accrued credits

You also propose in paragraph (b) that we state the amount of capital
credits to be paid that year and the date the payment is to be made
within 60 days after the close of our fiscal year. We are not prepared
to make this determination so soon after the close of our fiscal year.
It is at least four months after the close, when we make this
determination.

Paragraph (c) is particularly troubling. You propose that all unpaid
capital credits be paid upon the termination or expiration of a contract.
We do not do this for the estates of deceased members. We do not do

this for business entities that fail. We do not do this for any entity
that disconnects from our service. The government should not be treated
any differently than any other member.

Thank you for allowing me to submit these comments.

Dl Willgh

Darold WulfeKoetter, Manager
‘ DW:dc : | | JUL 23 Ie9l

—Serving Thé Rural Areas Of West Central Missouri —



LOWER VALLEY

HAIR & LaSETOING . = .ET

July 18, 1991

General Services Administration

FAR Secretariat (VRS)

18th and F Streets, N.W., Room 4041
Washington, D.C. 20405

Reference: FAR Case 91-13
To Whom It May Concern:

Please accept for the official record Lower Valley’s comments on your proposed rule
~on the acquisition of services from utilities (56 Federal Register 23982), section
41.007(J).

52.241-13 (b) would require a cooperative to furnish allocated capital credits within
60 days after the close of the fiscal year. Since an audit of the cooperative’s books
by an independent firm is always conducted after the close of the fiscal year,
allocations are not performed until after that audit to assure accuracy in accounting
for margins. It would be practical to provide a list of allocated capital credits
within 60 days after the fiscal year’s records have been audited by an independent
firm. Cooperative’s would be more willing to act rapidly on this request if the
Government put forth greater effort to pay all bills received within 60 days after the
close of the billing period. This same paragraph would also require the cooperative
to state the date payment of allocated capital credits would be made. This is not
possible and would be  in violation of the cooperative’s Bylaws and Articles of
Incorporation. Most cooperative Bylaws and Articles of Incorporation provide authority
for the Cooperative’s Board of Directors to determine the time of.payment which also
depends on the cooperative’s financial condition.

52.241-13 (c) would require a cooperative to make payment of unpaid capital credits
at the completion of a contract. Such a practice would give the Government
preferential treatment over the cooperative’s other members. It could be accomplished
if the Government would consider this to be an early payment of capital credits and
take a discounted amount.

In general, capital credits are the only source of equity capital a cooperative has
and- should be managed for the best interest of all members of the cooperative.

Thank you for the opportunity to comment.

Yours very trd]y,

inston G. Al
Staff Assistdnt

JUL 23 99l
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-WEST RIVER ELECTRIC ASSOCIATION, | C
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July 19, 1991

General Services Administration
FAR Secretariat (VRS)

18th and F Streets, N.W., Room 4041
Washington, D.C. 20405

RE: FAR Case 91-13
Gentlemen:

I am writing on behalf of West River Electric Association
regardlng the changes you are requesting pertaining to electrlc
service for the Federal Government.

It appears to me you are trying to achieve benefits for the U.S.
Government that are not available to our members, which will
cause our members to pay more for their services, and in general
will probably make us illegal in some aspects of the operation of
our business.

Part 52.241-13 Capit its.
I believe it would be impossible to meet the requirements of
parts (b) and (c).

Part (b) requiring us to state, within 60 days after the close of
our fiscal year, the amount of capital credits to be paid and
when they would be paid would be impossible for us to comply
with. First, in addition to having our books audited, we earn
capital credlts from our Generation and Transmission Cooperatlve
and we need their information before we can close our books.
Besides not being able to meet the proposed deadline, it would
create extra bookkeeping to try and comply with the requirement.

Regarding when the capital credits would be retired, the proposed
rules would make capital credits available to the Federal
Government sooner, instead of on the same basis as the other
members of the cooperative would receive theirs. We believe the
Federal Government, as a member of the Cooperative should receive
its capital credits back on the same basis as the rest of the
membership. In addition, this proposed rule could put us in
viclation of our by-laws, Articles of incorporatxon, state laws
and our mortgage contracts with the Rural Electrification
Administration, and our supplemental lender, the National Rural
Utilities Cooperative Finance Corporation.

JUL 23 gl
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Part 52.241-8 Connection Charge.
We feel under the proposed rule, the cost of providing facilities

for the Federal Government would be shifted from the government
to our other members. We feel this is unfair to our members, and
in fact may violate our by-laws and state statutes which govern
the way we operate.

The same is true for the proposed provision requiring monthly
credit be give for advanced connection charges made. Again, this
would shift the cost of providing service to the government, to
the other members of the cooperative. - , -

Part =-241-5 ice ovisions

Under part (a) (1), Measurement of Serv1ce, here agaln the
Federal Government is asking for something that is not available -
to the rest of our membership with conjunctive billing. If the
government wished to have single meter billing, then we feel they
should have planned for it when originally installing the

. service.

Underxr part (a) (2), we again feel this is an unreasonable request
which would only create additional bookkeeplng.

Under part (b), meter test, we feel is an unreasonable request,
and not available to the rest of our membership as the proposed
rule requires. We feel the government should abide by the same
rules and regulations that govern the cooperative and its
members.

Under part (d) (1) (2) continuity of service and consumption,
here again we feel the government should abide by the same rules
the rest of our membership abides by. While outages are
regrettable they do happen, and we don’t feel the government is
entitled to anymore of an adjustment then the rest of the
membership would get. The same is true for (2), why should the
government be a special case? This cost would have to be borne
by the remaining membership.

l 2
eneral Manager '

JJIP/3jb
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July 19, 1991

General Services Administration
FAR Secretariat (VRS)

18th and F Streets,. N.W. Room 4041
Washington, D.C. 20405

RE: FAR Case 91-13

Dear Sirs,

In reviewing your recently published proposed rule on
the acquisition of services from utilities, section
41.007(j.). I became concerned that the person writing it did
not understand how rural electric cooperatives account for

capital credits.

Section 52.241-13 concerns capital credits due to the
Government. Paragraph b states that 60 days after the
cooperative closes its books we must send to the government
in writing -.the amount of capital credits to be paid and the
date the payment is to be paid. Under the terms of our by-
laws of incorporation capital credits do not become due and
payable until the board of directors declares that they are
to be retired. ’

We currently pay capital credits on a twenty year cycle.

‘Capital credits accrued in 1971 will be paid in 1991.

However, if the financial situation of the cooperative is
such that capital credits can not be repaid, then a general
retirement will not be declared by the board and the
retirement will wait until the financial situation improves.

This insures that the board and management of the cooperative

can spend those dollars on plant or in other areas to insure
that service to our customers doesn’t deteriorate.

Section C is also of concern. As I understand it, when
the government‘®terminates service with the coocperative you
would like all capital credits to be poaid. This means that
all other members of the cooperative will be stand in line
Sehind the gcvernment tg ke rpaid the?r capital credits. The
customer/citizen on our electric lines must wait twenty years
To be paid. Meanwhile they pay higner slectric rates to pay
tne government capital crecits this year. I'm sure tha:t was

nct the intention of the propcsed ru'le.
riease mcdify secticn 2 oy Z2rzzsing ths rsguirament <Azt
N2 prcvicde you with the date the cayment will be made. We
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.' _ would be unable to determine twenty years into the future if
our financial condition will allow. payment at that time.

Also please drop section C. We will gladly pay the

government the capital credits we owe them, however, we feel
- they should be treated no diffetrently than any other member.

S1ncerely.

,;ﬁ’%%%izaoke

General Manger




NAVOPACHE ELECTRIC CO-OPERATIVE. Inc.

July 19, 1991

General Services Admlnlstratlon
FAR Secretariat (VRS)

18th & F Streets, N.W. Room 4041
Washington, D.C. 20405 -

RE: FAR CASE 91-13
Gentlemen:

GSA has published a proposed rule on acquisition of services from
utilities (56 Federal Register) 23982). I wish to comment on the
proposed wording regarding capital credits.

52.241-13 Capital Credits ' -

(b) and (c¢) are specifically troubling to us. These have
apparently been drafted by someone who does not understand
completely how the capital credit system of a cooperative works.
(a) of the proposed wording should be sufficient. Any federal
facility will receive its capital credlts consistent with the
bylaws of the cooperatlve.

We, as a cooperative, would hate'to refuse service to a Federal
facility because of this suggested misquided wording of the
contract. '

Sincerely,

;‘;f , //// g_(//afféiiaz;z_//

'Wayne A. Retzlaff [4
General Manager

WAR/mS ‘
pc: NRECA: - Bob Bergland

JUL 23 199l
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July 19, 1991/

General Services Administration

FAR Secretariat (VRS)

18th and F Streets, N.W., Room 4041
-Washington, D.C. 10405

RE: FAR Case 91-13
Dear Sir or Madam:

I am respondlng to FAR Case 91-13, published as a proposed rule 56
Federal Registrar 23981, Section 52.241-13 Capital Credits. I need
to express particular concern to the language proposed to be added
to all contracts at section 41.007 (j). _

"(a) The Government is a member of the (cooperatlve name)

, and as any other member, is entitled to capital
credits consistent with the by-laws of the cooperative, which
states the obligation of the Contractor to pay capital credits
-and which specifies the method and time of payment."”

The key phrase in the paragraph is "consistent with the by-laws of
the cooperative." There are several contradictions to this
paragraph in later paragraphs. I will identify those as I comment
on those individual paragraphs.

"(b) Within 60 days after the close of the Contractors's
- fiscal year, the Contractor shall furnish to the Contracting
Officer, or the des;gnated representative of the Contracting
Officer, in writing a list of accrued credits by contract
number, year, and delivery point. Also, the Contractor shall
state the amount  of capxtal credits to be paid to the
"Government and the date the payment is to be made."

There are several items that need to be pointed out in the language
of this paragraph. First, it would provide an extreme hardship on
many cooperatives to have capital credits allocated within 60 days
after the close "of their fiscal year.  Second it would be
impossible to designate the date payments are to be made. Some of
the reasons that this would be impossible to do include but not
limited to the need to meet the USDA mortgage requirements for REA
Loans, cash position of the cooperative, by-law requlrements for
refunding capital credits, and other mortgage institution
requirements for refunds. If a refund date were designated and
these requirements could not be met at that time, cooperatives
would be in .violation of their mortgage contracts (government

JL 23198
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inéluded) and their by-laws.

"(c) Upon termination or expiration of this contract, unless
the Government directs that unpaid capital credits are to be
applied to another contract, the Contractor shall make payment
to the Government for the unpa;d credits."

Because of the times involved between capital allocations and
refunds, 'a great deal of time and expense is expended to insure
that current and accurate records  are maintained. If the
government chooses to shift capital credits from one contract to
another it could become extremely time consuming as well as the
possibility of 1loosing the ability to track the original
transactions and allocations. This is important to be able to
track these transactions to original contracts. Also, to make
payment on demand would be in violation of by-laws and very
possibly in violation of REA and other mortgage contracts.

"(d) Payment of capital credits will be made by certified
check, payable to the Treasurer of the United States; and
forwarded to the Contract:.ng Officer at
unless otherwise directed in writing by the Contractlnq
Officer. Checks shall cite the current or last contract
number and indicate whether the check is partial or flnal
payment for all capital credits accrued.

The problem with this paragraph would be the cértified check
requirement. To pull refund checks, transfer funds and issue
certified checks would be extremely time consuming and unnecessary.
There is simply no reascn for this additional expense to consumer
owned cooperatives.

Should you have any questions or comments concerning my response
please contact me.

Sincerely,

:thn Bloom, Jrz

Finance Manager E s

JB/sf
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-~ "ELECTRIC COOPERATIVE, INC.

P.O. 8OX 688. DuBOIS, PENNSYLVANIA 15801
_PHONE: 814/371.8570

July 19, 1991

General Services Administration

FAR Secretariat (VRS)

18th and F Streets, N.W., Room 4041
Washington, D.C. 20405

Gentlemen:
Re: FAR Case 91-13

It would Be impossible for our cooperative to conform to the addi-
tional language proposed in Section 41.007(j) concerning 52.241-13 Capital

Credits, Items (b) and (c)
‘ Item (b) would request a 60-day notice of accrued capital credits.
: This could not be adhered to at United Electric Cooperative because our audit
is not completed until March 31st after the close of our fiscal calendar
year. Also, capital credits by law cannot be paid on a requested date until
the Board of Directors has analyzed the fiscal condition of the Cooperative
to see if capital credit refunds can be made.

Item (c) - REA Bulletin 102.1-402-3 Section, Disconnected Accounts,
recommends that accounts which are terminated for whatever reason shall not
be given priority for capital credit retirement over other patrons who con-

- tinue to take service either by immediate cash refund or application against
unpaid bills. However, those capital credits can be assigned to another
account or the successor of the account to be refunded under the general
retirement by the Cooperative.

Trusting you will give serious consideration to removing Sect1ons
(b) and (c) from this proposed rule, I am,

Sincerely yours,

UNITED ELECTRIC COOPERATIVE INC.

4 Donald A. Nidder
_ General Manager

mar

JuL 23 1s8l

copy: Bob Bergland, NRECA General Manager
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July 19, 1991

-

General Services Administration
FAR Secretariat (VRS)
18th and F Streets, N.W. Room 4041

RE: FAR Case 91-13
Dear Sir:

In response to the proposed changes in Volumn 56, Federal Register 23982

to Section 41.007(j), we feel the addition of the clause 52.241-13 Capital
Credits, would have a profound affect on the accounting system of electric
cooperatives. It would be impossible to meet some of the timetables set
forth in this clause. Below are commits on the proposed rule change and also
suggested changes to the rule.

(A) Dixie Electric's by-laws does not state the obligation to pay capital
credits nor do they specify the method and time of payment. The by-laws

does address the accumulation and assignment of capital credits but the method
of retirement and time of payment is left to the discretion of the Board of
Directors. ,

We suggest that Paragraph A read as follows:
The Government is a member of the (cooperative name)
and as any other member, is entitled to capital credits consistent With the

. by-laws of the cooperative.

 (B) Dixie Electric cannot furnish to the contracting officer a list of

accrued credits within 60 days after the close of our fiscal year. We do
not receive our independent audited financial statement until three months
after fiscal year closing. REA requires a copy of the audited statement

_within four months of fiscal year closing. We would need at least six months

before we could furnish a 1ist of capital credits. We would be unable to
furnish the date that payment would be made ﬁecause we are not on a regular
rotating retirement plan.

We suggest that Paragraph B read as follows:

Within six months after the close of the contractor's fiscal year, the
contractor shall furnish to the contracting officer, or the designated
representative of the contracting officer, in writing, a list of accrued
credits by contract number, year and delivery point.

JuL 23188l
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July 19, 1991

(C) Upon termination or expiration of this contract, Dixie Electric
cannot aoply unpaid capital credits to another contract.

We suggest that Paragraph C read as follows:

Upon termination or expiration of this contract, the contractor
shall make payment to the government for the unpaid capital credits in
accordance with the by-laws of the cooperative.

(D) In retiring and paying capital cred1ts, Dixie Electric does not use-
certified checks.

bie Suggest that Paragraph D read as follbws:

Payment of capital credits will be made by General Fund checks,
payable to the Treasurer of the United States; and forwarded to the .
_ contracting officer at unless otherwise directed
in writing by the contracting officer. Checks shall cite the current or
last contract number and indicate whether the check is partial or f1na1
payment for a11 capital credits accrued.

We ask that you please’con51der the adverse affect this proposed rule
would have on the electric cooperatives and also consider the suggested
- changes that we have made.

Sincerely yours,
Benton Pitts
Office Manager

BP:el
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Electric Membership Corporation

616 Lexington Ave. ® P.O. Box 250 e Washington, GA 30673-0250.
(404) 678-2116 @ FAX: (404) 678-5381

July 19, 1991

General Serv1ces Admlnlstratlon
FAR Secretariat (VRS)

18th and F Streets, NW

Room 4041 ,

" Washington, DC 20405

Dear Sir:

I would like to comment on proposed Federal Acquisitions Regula-
tions: Acquisition of Utility Services, 56 Fed. Reg. 23982

(1991) (FAR Case 91-13).

I.

Significant problems: (Part 52.241-13 Capital Credits)

. * Governments entitlement to capital credits "consistent

with the bylaws of the cooperative..." as stated in subsec-
tion (a) is acceptable, but it is not entitled to become a
privileged class of customer.

* Furnishing a list of accrued capital credits is not ac-
ceptable, because with subsidiary (G & T) capital credits to
consider it would Dbe impossible to determine. Also, in
subsection (¢) wupon termination all unpaid capital credits
would have to be paid to the government. Subsections (b)
and (¢) would cause bylaws to be violated in most cases.

- Also, this could violate the FIFO requirement in most coop-

erative bylaws. If so it would impair a vested contractual
obligation and violate the constitutional prohibition
against laws impairing vested contractual rights in private
contracts. ' '

* This sets a precedent which jeopardizes the basic means of
capitalizing a cooperative. The capital .credit in reality
would become a liability rather than equity.

* Mandatory payment erodes capital and credit ratios which
REA requires in its mortgage instrument and other lenders
rely upon in their 1loan underwriting considerations for

‘cooperatives. Eroding capital ratios is counter productive

to any effort to move EMCs into private financial markets.

A d
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- * Stating the "date payment is to be made..." for coopera-

tives which do not have a regular cycle would be a problem.
This problem could be handled if the rules made clear that
this requirement applies only if the cooperative has some
regular cycle that it tries to follow and that circumstances
could change that. For example: ‘'"Cooperative anticipates
that payment will be made on or about December 1, 2001."

- * This out-of-turn payment is unfair to the other coopera-
tive members who cannot have their capital credit until many
years later or upon death instances where cooperatives pay
"deceased capital credits." This requirement of the IRS for
cooperative status, that the cooperative operates on a
"cooperative basis." : '

II. Significant Problems: (Part 52.241-8 Connection Charge)

* Under the proposed rules, the cost of providing connection
facilities for the government would be shifted from the
~government to the other members. Unfairness is an issue,
but probably this is also a vioclation of the bylaws and
state statutes which govern the cooperative. The coopera-
tive could also be exposed to unethical and maybe unlawful

- disbursement of capital credits. The procedure that would
be created from this rule would be inconsistent with the way
in which cooperatives operate as member-owned capital credlt
systems, not patronage dividend systems.

Thank you for allowing us to express our views for consideration.
Sincerely,

§ N Roke,

Marvin L. White
President/CEO

MLW:tlw
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General Services Administration
) Lo, VICE PRESIDENT
FAR Secretariat (VRS) - ~Amuu§§
18th & F Streets, N. W. Room 4041 SECRETARY.TREASUAER
Washington, D. C., 20405 DAREY L TN
S DIRECTORS
RE: FAR CASE 91-13-
ROBERT WOLF
Tyl H i ' : ~'::f4:§-zg MORGAN
July 19, 1391 EDWARD A. LEACH
~ X SARAM T  SEARS
Dear 3Sir: , GENERAL MANAGER

Concerning the recently published proposed rule

on the ‘acquisition of services from utilities (56
Federal Register 23982), we find paragraphs (b) and
(c) spec1f1cally contrary to our cooperatlve policies
. and bylaws. j

We historically have paid our members capital credits,

‘ " first in-first out.

lie urge that these two paragraphs (b) and (c) be

deleted from agreements for electric service between
electric cooperatives and government facilities.

Electric cooperatives generally are unable to return
capital credits without being on a time lag due to the
area coverage policy of REA borrowers which places

them at a cash flow level that requlres capital credits to
be returned when the cooperative's board of directors

deem if financially prudent.

Thank you very much.

- Si cerely

Sarah Sears _ .
General Manager

SS/jr
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OOPERATIVE. . INC.

P. O. BOX 338
NEW ENGLAND. NORTH DAKOTA
58647-0338

- q9)-13-14l,

General Services Administration
FAR Secretariat (VRS)

18th and F Streets, N.W.

Room 4041

Washington, D.C. 20408

Attention: General Services Administration : -
Following are comments in reference to FAR Case 91-13

Slope Electric Cooperative is deeply concerned over the proposed
language added to contracts between Federal facilities and
cooperative utilities in 41.007C; ).

We specially are. . opposed to sections in 52.241-13 Capital! Credits.

We agree with that the government should be treated just as any
., other members and be obligated to the bylaws of the cooperative.

However, b) and c¢) are asking for treatment unlike any other member .
B. asks for a date the payment is to be made. This is unknown at
the close of the fiscal year and a decision made by the cooperative
board members with approval (rom REA on a yearly basis.

C. is asking that at termination or expiration of this contract,
unpaid capital shall be made to the Government. This is i1nconsistent
with most cooperative's bylaws as no other member receives there
capital credits when they leave the system. '

We feel we should treat the government accounts like the rest of the
capital credits on the normal rotation of retirement.

Capital credits provide capital for the cooperative's to operate with
which lowers the cost of service to all members. Early retirement of
government capital credits would have a detrimental effect on
cooperative's who serve many government contracts.

~ We ask you .to consider these concerns and drop the proposed changes.

Siqcoreiy.
: A~
. - A AdLcidng_
. Lynette Nieuwsma
LN:1f , ~ General Manager
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JuLy 19, 1991

GENERAL SERVICES ADMINISTRATION
FAR SECRETARIAT (VRS)

18TH anD F STReeTs NW., Room 4041
WasHineTon, D.C. 20405

RE: Your cAse NuMBer: FAR Case 91-13
AcauisiTion oF UTiLiTy Services -- RuLe 41.007(0)

GENTLEMEN:

LET ME OFFER THE FOLLOWING COMMENTS ON YOUR PROPOSED RuLg 41.007(y)
PERTAINING TO THE ACQUISITION OF SERVICES FROM UTILITIES. My COMMENTS
WILL PARTICULARLY BE DIRECTED TO PARAGRAPHS (B) AND (C) OF THE RULE IN

SecTion 52. 241-13'DEAL1NG WITH CAPITAL CREDITS.

THERE ARE MUTUALLY EXCLUSIVE PROVISIONS IN THE PROPOSED RULE AS IT IS
NOW DRAFTED. LET ME EXPLAIN. THE FIRST PARAGRAPH OF THE RULES PROVIDES

THAT THE GOVERNMENT == LIKE ANY OTHER MEMBER OF A COOPERATIVE ==

ENTITLED TO CAPITAL CREDITS “CONSISTENT WITH THE BYLAWS OF THE
COOPERATIVE.” THIS IS A TRUE STATEMENT IN THAT THE GOVERNMENT, LIKE ANY
OTHER MEMBER., IS ENTITLED TO ITS CAPITAL CREDITS ON A NON-DISCRIMINATORY
BASIS WITH OTHER MEMBERS. CONTRARY, HOWEVER, TO THE BYLAWS OF MOST
COOPERATIVES, SUBPARAGRAPHS (B) AND (C) PROVIDE THAT CAPITAL CREDITS
MUST BE ASSIGNED TO THE GOVERNMENT WITH A FIXED DATE OF PAYMENT, AND

UPON TERMINATION FOR SERVICE UNDER A CONTRACT, THE COOPERATIVE

REQUIRED TQ MAKE PAYMENT TO THE GOVERNMENT FOR THE UNPAID CAPITAL
CREDITS. THIS IS A DISCRIMINATORY RIGHT IN FAVOR OF THE GOVERNMENT

WHICH IS NOT APPLICABLE TO ANY OTHER COOPERATIVE MEMBER.

2
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CAPITAL CREDITS REPRSSENT THE MARGIN EARNED ON SERVICE TO A MEMBER OVER
AND ABOVE THE ACTUAL COST OF SERVICE. SO THAT THIS MARGIN (OR A PROFIT)
IS NOT TAXED AS INCOME FOR A TAX-EXEMPT ENTITY, IT MUST BE CONTRIBUTED
BACK TO THE ENTITY AS A CONTRIBUTION OF CAPITAL FROM THE MEMBER. MosT
COOPERATIVE BYLAWS WITH WHICH | AM FAMILIAR PROVIDE THAT THE BOARD OF
DIRECTORS OF THE COOPERATIVE DETERMINES SOLELY WITHIN THEIR COLLECTIVE
JUDGEMENT WHEN THESE CONTRIBUTIONS OF CAPITAL SHALL BE REPAID TO THE
MEMBERS. THEIR JUDGEMENT MUST BE BASED UPON THE FINANCIAL CONDITION OF
THE COOPERATIVE..

THE DECISION,MADE BY THE BOARDS AS TO THE METHOD AND AMOUNT OF REPAYMENT
OF CAPITAL CREDITS 'ALWAYS BALANCES < THE WISDOM OF PAYING BACK
MEMBER-CONTRIBUTED CAPITAL AGAINST THE COST OF BORROWED CAPITAL
NECESSARY TO REPLACE SUCH CONTRIBUTIONS. MANY BOARDS, IN THEIR SOUND
JUDGEMENT., DECIDE THAT IT IS IN THE BEST INTEREST OF THEIR
MEMBER-CONSUMERS T0 RETAIN SUBSTANTIAL PORTIONS OF THE
MEMBER-CONTRIBUTED CAPITAL RATHER THAN BORROW HIGHER COST DEBT CAPITAL.
THE PROPOSED RULE AS NOW DRAFTED TAKES AWAY THIS DISCRETION FROM THE
BOARDS.

THE PROPOSED RULE ALSO WILL COME INTO. CONFLICT WITH MOST STATE PUBLIC
UTILITY REGULATORY LAWS APPLICABLE TO COOPERATIVES IN THAT THE RULE WILL
SET UP A DIFFERENT REQUIREMENT FOR PAYMENT OF CAPITAL CREDITS TO THE
GOVERNMENT AS OPPOSED TO THE OTHER MEMBERS OF A COOPERATIVE. MOST STATE
LAWS REQUIRE THAT THE TREATMENT OF CAPITAL CREDITS BE ON A
NON-DISCRIMINATORY BASIS REQUIRING THAT YOU TREAT EVERY CATEGORY OF LIKE
MEMBERS IN THE SAME MANNER. 1O REQUIRE THAT A GOVERNMENT MEMBER HAVE A
FIXED RIGHT OF REPAYMENT OF ITS CAPITAL CONTRIBUTION WITHOUT REGARD TO
THE RIGHTS OF OTHER MEMBERS WOULD VIOLATE THE “NON-DISCRIMINATORY
PROVISIONS” PROVIDED BY MOST STATE LAWS.

IT WOULD SERVE THE GOVERNMENT WELL AND ADEQUATELY PROTECT ITS RIGHTS TO
SIMPLY PROVIDE THAT: (1) TO RECOGNIZE ‘IN THE CONTRACT THE OBLIGATION TO
PAY CAPITAL CREDITS; (2)  THAT SUCH CAPITAL CREDITS WILL BE PAID.
CONSISTENT WITH THE BYLAWS OF THE COOPERATIVE; (3) DESIGNATE A PERSON OR
ENTITY TO WHOM THE CREDITS SHOULD BE PAID; AND (4) SPECIFY WHATEVER
ACCOUNTING INFORMATION IS REQUIRED FOR THE PROPER ALLOCATION OF SUCH
CREDITS. THIS WOULD SECURE FOR THE GOVERNMENT ITS RIGHT TO RECEIVE
CAPITAL CREDITS AND IT WOULD PROVIDE FOR THEIR PAYMENT ON A
NON-DISCRIMINATORY BASIS CONSISTENT WITH APPLICABLE LAW.

We BELIEVE THESE ARE THE PROPER GOALS OF THE GENERAL SERVICES
ADMINISTRATION AND WE WILL APPRECIATE YDUR CONSIDERATION OF THESE
COMMENTS. ,

SINCERELY.

RoN GoLDEN
MANAGER

RG/LZ



