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such fUrther and supplemental indentures of mortgage 1 mortgages, security agreements, 
f1Mncing StatementS I instrumentS &nd COnVeyanCeS 1 and, take Or e&use tO be taken 
such further action, as may reasonably be requested by either ;t.t,rtgagee in order to 

in this Mortgage 1 as Mortgaged Property,. and to subJect to all the terms and 
conditions of this Mortgage,· all. righti and interest of the Mortgagor in and 
to, .all and singular 1 the trucks, trailers 1 tractors 1 aircraft 1 ships 
and other then ovned by the Mortgagor, or vhich '1/JAY thereafter be owned or 
acquired by the lttlrtp.gor. From and atter the time of such written demand of the· 
Government or CFC, such vehicles shall be deemed to be part of the Mortgaged 
Property for all purposes hereof. · 

SECTION 14. Any noteholder may 1 at any time or times in succession vi thout 
notice to or the consent of the z.klrtgagor or any other noteholder and upon such terms 

·as such noteholder may prescribe, to any person, firm or corporation wh·:> 3hall 
have obligated to pay all or any part of the principal of· or interest on any 
note held by or indebtedness owed to such noteholder or who may be affected by the 
lien hereby created, an extension of the tilDe for the payment of such principa.l or 
interest, and after any such extensio.n the. Mortgagor vill remain liable for the 
payment of such note or indebtedness to the same extent as though it had at the 
time of such extension thereto in writing. 

SECTION 15. The Mortgagor 1 subject to applicable laws and rules and orders 
of regulatory bodies, will design its rates for electric energy and other services 
furnished by it with a view to paying and discharging all ta.xes 1 maintenance 
expenses, cost of energy and other operating expenses of its electric 
transmission and distribut1on system and electric generating facilities, if any, 
and also to making all payments in respect of principal of and interest on the 
notes when and as the same shall become due, to· providing and maintaining 
reasonable working capital for the Mortgagor and to maintaining a TIER of not less 

than 1.5; tor purposes of this section 15, TIER of the Mortgagor shall be determined 
in accordance With the principles· set forth in section 5 of this article II, except 
that Patronage Capital and Margins shall be determined as if the rates proposed by 
the Mortgagor bad been in effect for each of the 3 calendar years referred to in said 
section 5. The MortgagOr shall give 90 days prior written notice to each or' the 

. ..:.: of any proposed change in its general rate structure. 
•. . . 

• 

·-



----·---·----------
---i---.---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 ar.y 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 ~ such distribution the total Equity of the 
Mortgagor will not equal or e~ceed ~ of its total assets· and other debits; provided, 
·however, 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, ar~, if such distributions to such estates do not exceed 25~ of the patron~ge 
capital and margins received by the Mortgagor in the next preceding year, make such 
additional distributions iri a~ 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 ~rovided, fur~ther, 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 ot~erwise 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. 

For the purpose ot this section, a "cash dis~ribution" shall be deemed to 
include any gener&l cancellation or abatement of charges for electric energy or serv­
ices furnished by the Mortgagor, b·ut "lOt the repayment of a membership t'ee of not ln 
excess of $25 upon termination of a membership. As used or $pplied in this Mortgage 
. (l) "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 indeotedness 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 -

- ·-· 



R.1:~::;h. S0rth Carolina-:7611 
r.::t::"'r.l'nc: l') 1 ')) ·"-:-:.osno 
J u I y 1 9 • 1 99 1 

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

SUBJF!:T: 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 Fe·deral Acquisition Regulation ("FAR"). 
The section which particularly concerns us is 52.241-13, entitled "Capital 
Credits.·" 

Paragraph (b) of that section would require a cooperative furnishin·g 
electricity to a government agency pursuant to the FAR to provide a list 
of accrued capital credit~ by contract number, year, and delivery point 
within 60 days after the close of a cooperative's fiscal ye.ar. 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 
ch.eaply 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 allocated to them by their 
sunply coop~rative 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. 



General Services Administration 
F'.A.·R Secretariat (VRS) 
J u I y 19, 1991 
Page Two 

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 wou.ld 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 _agencie,..s should not be above the law. 

Sincerely yours, 

L~Ut-. 
Wayne D. Keller 
Executive Vice President 

cc: Managers,' 28 NCAEC member systems 



Blue Ridge Electric 
Membership Corporation 
Dou~ Johnson. Executio.·e Vice President 
Caller Service 1 12 
Lenoir. Nonh Carolina 28645 
T dephone !'"704) '7~8-2383 

Ju1y 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 preferential treatment for the 
government in that it is requesting, in Section B relating to capital 
credits, that the coop~rative fumfsh the contra~ting 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 wi'll tie our hands in respect to our capital 
credits policy .. We need to remain flexible as there are tjmes 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 opposition to the adoption of 
this proposed GSA rule. 

· Sincerely, 

~~~~~· 
Douglas W. Johnson · 
Executive Vice President 

DWJ:cwb 

c: Bob Bergland r·· .... w ... • 

h~- ~ ' . -.. ,. 

Widl offices in Lenoir. Boone. West Jeffenon. and Spena. N. C. 

4 221991 



M.J.M .. Electric 
Cooperative, Inc. 

P.O. Box 80 
Carlinville. ll 62626 
Telephone: !2171 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. 

S.i~lf?~. 
Dennis A. Keiser, General Manager 
M.J.". ELECTRIC COOPERATIVE, INC. 

OAK/de 

"Owned by those we serve" 

r r~,- ,' · ~···-
-· ..... 

.. 1"'-~ ··~- -· 

..u. 2 2 1991 

Dennis A. Ketser 
Mar.ager 



Kootenai Electric Cooperative, 1nc . 

. -\ C~..nz~ll11lt:r Oi.L'JIL'd Electric Lltility . 

July_ 19, 1991 

Genera1 Services Administration 
FAR Secretariat (VRS) 
18th and F. Streets, N.W., Room 4041 
washington, o.c. 20405 

Ref: FAR Case 91-13 

Gentlemen: 

we are alarmed by your proposed rule on the acquisition 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 nat.ion, 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 security and 
the powerful GSA. You should not either. 

Sincerely, 

~/~ 
Charles Y. Walls 
General Manager 

cc: Richard Stallings 
Larry Larocco 
Steve Symms 
Larry Craig 

W. 2451 Dakota Ave. • P.q. Box 278 • Hayden, 10 83835-Q278 
(208) 765-1200 • Fax (208) 772-5858 

ll 2 2 ,991 



Big Fla~.G~ ~. Jlc4J-~-}I/J~ 
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' 

Malta, Montana 59538 

---~ July 19' 1991 

General Services Administratim 
FAR Secretariat (VRS) 
18th and F Streets , N. W. 
Roan 4041 
Washingtcn, D.C. 20405 

Gentlemen: 

T'nis letter is in ooj ect to the follaving acticn pertainil1g to 
proposed rule CXl the acquisitic:n of services £:ran utilities 
(56 Federal Register 23982.) 

52.241-13 Capital "Credits 

The Board of Directors feel that suggested actial TNOuld be very 
detrimaltal to this· cooperative and discriminating to the other 
IISiiler I cCX1S\lDI!rs . 

\-le are a cooperative and all menDers I CCXlSUII!rs whan ever they 
are (race,color, natUral origln, etc.) to be treated equally. 

Sineerely ~ ., 
~!"_,~,.~~ 

Bill R. Hendei:son, Manager 

e£ 

• 

JJ_ 2 2\99\ 



. . . . tfi-JS-113 
{harles J,)R[Jix . !h~r:~rJit · 

flssn:cialinn, ~n:c. 

July 19, 1991 

General Services Administration 
FAR Secretariat 
18th and_F Streets, NW 
Room 4041 
Wa~hington, 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; Acquisit1on of Utility Services 
{FAR case· 91-13). 

The management of this cooperative closely studied 
and scrutinized the proposed regulations regarding 
Federal acquisition of utility s~rvices (48 CFR, parts 
6, · 8, 15, 41, and 52) • Un~erstand that this co­
operative is organized under the Rural Elec­
trification Act. Our operation is governed by Fede~al 
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. Qnderstand 
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· Direc.tors 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 

• ·a. ~- !·, .. r- ' \ 1• C f'! • -; :... ~ . r . 
. ! ·:- f ' 'i • ' . --~ . l_ ... 

·~ 1..- "-: ;... .. , ' ., . 
. . A 22\991 

440 Lake Street • P.O. Box 10 • Lake Andes, South Dakota 57356 • (605) 487·7321 
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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 riote 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 jeopardize . 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 th~ 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 Fede·ral government and 
all members. · 

Sincerely, 

~~%/~ASSOCIATION, 

Mark w. Menqenhauser 
Manaqer 

INC. 
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July 19, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, NW 
Washington, 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 
Houma, 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 afte~ the close of the fiscal year. 
The exact amount of capital credits to be distribut~d 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 capit~l 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 projecting a· date of· payment 
impossible. 

f' .jl;L. 2 ~ \99\ 

WILLIII WIIIIIDHAND WILLIII WIRitOHANO 
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In order to comply with 52.241-lJ(c), SLECA would have 
to violate its own By-Laws and Articles of Incorporation. 
Under these terms S~ECA cannot pay capital credits to any 
member out of that member's proper payment order. 

The overall record keeping requirements of Section 
52.241-13 would_present an additional strain on the limited 
human resources of this small business. 

Sincerely, 
l 

' ,. 
" :; . ; . - ~·· . I J •• 

Roy·A. Landry 
Manager, Finance & Accounting 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets N.W. Room 4041 
Washington, D.C. 20405 · 

RE: PAR case 11-13 
Comments from Intermountain Rural Blectric Association 
(IRBA) 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 reqardinq the proposed rule on the acquisition of 
servic~s from utilities (56 Feder~! Register 23982). 

At the present time IREA assiqns and pays capital credits to 
Government ·aqencies consistent with the associations's by-laws 
which provide that.capital credits will be clearly reflected in 
the appropriate patrons capital account within a reasonable time 
after the close of the fiscal y'ear. As to the actual payment 
beinq 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 arid contravene 
its by-laws. 

IREA would respectfully request GSA to consider the 
followinq: 

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

• 

was 

2) For the fiscal year 1990 HOD applied for 775 separate 
contracts for service. 

3) As to the reference for a llst of accrued credits for 
each delivery point it should be noted that IREA's system 
provides electric service for the V.A. at 36 delivery 
points; the Forest Service at 24 delivery points and the 
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u.s. Air Academy at 8 delivery point~ as well as 6ther 
delivery points for otheF agencies. 

4) Pursuant to the mandates of the REA and CFC mortgage 
requirements, the association can pay no more than 25% of 
the previous yea~'s margin in c~pital cr~dits. Therefore~ 
before capital credits can be assigned 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 
orqanized under.the laws of t.he State of Colorado and whose· 
chief lender of funds is the REA, an agency of the u.s. 
Department Qf.Agriculture and subject to the rules, 
regulations and la·ws of the above. 

All of the:foregoing constitute some of the basic objections 
IREA has to se<:tions (b) and (c) of 52.24~--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. 

/rdg 

(via Federal Express) 

2 



qJ .. JS-JifR 
Reclwood E1et~tric (0(lperative 

I 

P.O. Box 13 T~lephon~ 
Clements, MN 56224 692·221"' 

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 change of the Federal Acquisition Regulations for the Acquisition 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 ~t 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 rides, 
as proposed, could result in violations of cooperative by-laws, articles of incorporation, -Rural Electrification 
Administration mOrtgage requirements, and state laws governing coopefative operations. 

However, there are parts of.this rule that will cause undue financial hardship on many cooperatives~ Specifically, 
I am referring to 52.241-13 Capital Credit§. 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 cooperative: 

• •.. is ea.tided to capital etedits consistent with the by-laws of the coorerative, which states the 
obligation of the [cooperative] to pay capital credits and which specifies the method and time of 
paymeal.. 

Most cooperatives retire their capital etedits 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 cooperativ~ effective January 1971. 

In January 1991 the contract expires. There is no reason "forth' goverDJDeDt to nmew it. According to part (c) 
of the proposed rule, • •.• the Contractor shall make paymeat to the Govemment for the unpaid capital credits. • 
]t is now possible. for the Cooperative to experience undue fi.Daocial hardship by having to refund capital credits 
for IS years of patronage before they are sCheduied 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 2 2 1991 
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' July 19.. 1991 

the by-laws uf the ~oopcrative. this rule woulJ ~ m ~ontlict with. the by-laws of th1s and hunJr~Js ut uth~r 
cooperatives. If a matter such as. this had to be ~ttled 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. 

C~pital cr~its are unique to "not-for-protit" cooperatives and of necessity must be t-reated in a manner which is 
consistent with their by-laws, as well as appli~ble federal and state laws. In a cooperative, there are no "protits" 
to be disbursed to investors. Rather, tO the extent that income exceeds costs, these "margins" accumulate 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 .entitled 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 Intemal Revenue Service for cooperative 
status, that the cooperative operate Oil a • cooperative basis. • · · 

Part (b) of the proposed rule change m'ust be redefined •. Currently, 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 
Febnwy 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 darDages 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 ~ paid to the Govetnment and the date the payment would be made. 
would be difficult, if not impossible. While some indication of the amount of capital c~its 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 d~g that period, which typically nms 15 ·years, our cooperative experiences circumstances as 
described above, it might be ttecessary 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 me~r-owners of generation and transmission cooperatives (G&Ts), and as 
sW:h, 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 importaDdy, though, I believe that subsection .(c) would reqUire the cooperative to violate its own by-laws, 
articles of incorporatioa, mel st8te laws governing cooperatives! Under subsection (c), cooperatives would be 
required, upon termiaatioo or expiration of a contract, to pay the government for al unpaid capital credits. As 
indicated iD subsectioa (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 tequiring payment at the expiration or 
termination of a contract are in direct violation of our .b1·laws and is :.inconsistent with the very terms and condi· 
tions from which subsection (a) recognizes as controlling·the provision of service from a cOoperative to one of its 
members, the govemma1t. 

Additionally, rural electric systems, as geoerally small •not-for-profit• entities, have limiteci sources of capital. 
The majority of capital reqUirements are met by the Rural Electrification Administration. ID order to be eligible 
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for these loans. rural dectrtc syst~m.s are r~uircd to develop and mamtam ~~rtain ~uity levds as rc:qu1rcJ by 
REA. Disbursing capital credits may be restricted or prohibited by REA de~nding upon the equity levd of the 
borrow~r. Thus, repaying capital credits as required in Part· 52.241·1~ would be in violation of the terms and 
.:onditions .:ontained within th~ government's own mortgage requirements! It could also _cause th~ .:oopcrative w 
d~fault on its mortgage with REA or oth~r lenders. or at a minimum. prevent the cooperative from .:ompetmg to 
serve the govemm~nt'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 govem 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 fumish.ing and installing new connection facilities. Then, oli 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, ra&es are based upon the actual cost of doing business. There are no shareholders or other 
investors who obtain a pro'tit 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 cos.ts 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 a n:iember of a cooperative, the Government, is telling the utility· how to 
run its business, I iDUSt oppose the proposed nile change on the acquisition of services from utilities (56 Federal 
Register 23982). 

(djc) 
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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 ru 1 e change at Section 
41.007 (j), 52.241-13 Capital Credits. We are specifically 
concerned about the proposed language in paragraphs (b) and (c). 

Our comments w~th 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 
p r i n c i p 1 e , ret i r i n g a year or more at a t i me . Others 
retire a percentage of a 11 past credits on an annua 1 
basjs. In either c~se, 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 particula~ 
year. None retire a 1 1 of a former members capita 1 
credits when they discontinue membership. 

The amount of refunds depends on the individual systems 
financial condition and the reQuirements of the Rura 1 
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 unti 1 the books are 
c 1 osed and the annua 1 audit schedu 1 ed and comp 1 eted. 
This does not give us enoug~ time. The government should 
expect to be notified on the same schedule as all other 
members, which in our cas~ would be about 120-150 days 
~fter the fiscal year. 
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Another comol1cat1on 1s that most rural electr1cs belong· 
to generation a~d transm1ss1on coooerat1ves. As such. 
tney are ent1tled to cac1tal c~ed,~s from them. Thase 
-:-.3c·ta~ cred1ts ·n t~!"",.., are 3~1ocated t.o the r~ra~ 

~i~c~r1c members. tne government be1ng among them. 7n~se 

amounts are not available in 60 days either. 

Our comments with regard to paragraph (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 ~ther m~mbers. 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 rotatidn continues 
and ·each year ·those members w i 11 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 rotat·i on. The same 
would apply to the. government too. 

We want to emphasize that what is being proposed is in conflict 
with the rules we are reQuired to follow by another government 
agency, REA, other 1 enders, state 1 aws, the Art i c 1 es of 
Incorporation and the bylaws of rural electric cooperatives. They 
simply cannot be complied with. 

Therefore, we want to voice ·our strong opposition to the proposed 
~ule on the acQ~isition 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 POWE~ATION 

b.~her .~ 
General Manager 

LOS/js 

cc: Bob Bergland 
Mike Oldak 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets 
Room 4041 
Washington. DC 20405 

Dear Sirs: 

July 19, 1991 

RE: FAR Case 91-13 

In relation to the proposed changes in section 52.241, tapital 
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 acc9~nting 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! · 

CWB/dh 

• 

Sincerely, 

~~w~~ 
Charles W. Birkholt 
General Manager 

..11 n · 2 2 1991 

r:bulit:awi to " !Edu" d?u.ual Li.fa 
. . 
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July 19, 1991 

General Se~ices Administration 
·FAR Secretariat (VRS) 
18th and F streets, NW 
Room 4041 
Washinqton, D.C. 20405 

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

Gentlemen: 

The proposed requlation on the acquisition of utility services, as 
recently published by your aqency in the Federal Reqister, 
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 GSA 
requirements pertaininq to cooperative provided utility service and 
more specifically capital credit allocation/payment, cateqorically 
disreqard and iqnore the followinq: 

1) State statutes qoverninq the orqanization and operation of 
cooperative utilities in Kentucky, 

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

3) Regulations, policy and procedures of the Kentucky.Public 
Service Commission, the leqislated regulato·ry aqency for all 
utilities in the state, 

4) Rural Electrification Administration mortqaqe.covenants, 
FAR's, and operatinq bulletins and recommendati~ns, . 

5) National Bank for Co~peratives, (Co-Bank), mortqaqe covenants 
and requirements, and 

6) The preroqative of the ~ooperatiVfS 1 ·board and manaqement to 
operate the utility in the best interest of all its member 
·customers. · 

n. 2 2 1991 
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Gene~al Services Administration 
July 19, 1991 
Page Two 

We trust the above comments will ·be given due consideration by your 
agency before making the monumental changes proposed in FAR Case 
91-13. 

s~:l~ 
Dean Stanley 
President and General Manager 

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

q/--19 -/2;0 
RI-IRAI 
ELECTH t ~; 
July i9, 1991 

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 Ru!"es of the Indiana Utility 
Regul~tory 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-S(a)) 

. - Our 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 invitat~on for disputes (52.241~5(d)) A one hour outage pro­
ration would.be .1389 percent! 

- Service extension terms are prescribed by our Commission. (52.241-8) 

- Paragraphs (b), (c) and (d) of 52.241-13 (Capital Cre.dits) 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. 

RURAL ELECTRIC MEMBERSHIP CORP. • BOX K • BROWNSTOWN, IN." 47220 • (812) 358-4458 



Our Board of Directors, ~l~cted by and from our consumers, has steadfastly 
insisted for over fifty years that no consumer or clas? of consume~s 
be giv~n an advantage over any others. Further, we are a·regulated· 
utility. The fdderal government should be more than adequately protected 
by our democrat~c 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. 

Sincere!¥, 

~of!~ 
General Manager 

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

227 NORTH MEMORIAL 
POST OFFICE BOX 668 

WALTERBORO. SC 2~88 
(803) 549-9518 

. RE: FAR Case 91-13 

To Whom It May Concern: 

General Services Administration, 
Federal Acquisition Regulations 
fo~ ~he. Acquisition of Utility 
.Services 

We have recently become aware of the General Services 
Administration's (GSA) pr·oposed 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 
Sect ion 4 1 • 0 0 7 ( j ) (.F' A R Case 91 -1 3) • 

Based on th~ following discussion, it is ou~ 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~ 
capital credits tti the government upon the contract's termination or 
expiration. 

1ssue: What are the potential income tax conseq·uences of t~e proposed 
GSA rule to 501(c)(12) tax-exempt crio~eratives? 

.. 
Ctinclusion: The GSA proposed rule woul4 grant the go~ernment 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 p~inciples could seriously 
thfeaten the utility cooperative's tax-ex~mpt status under s~c. 
501(c)(12) (i.e., the Internal Revenue Service may disallow the 
cooperative's tax-exempt status). 

JUL 2 2 1991 



. . tJI-18-'# 
Discussion: A reading of the GSA's proposal suggests that its aut~or 
e i the r has no u n de r s t and ·in g o f t ~ x- ~ x.: rn p t u t i 1 i t y coop e r a t i v ~ :. ~ , 

rul~s or has ~o~f~s~d t~x-exe~pt '501~cl:12)) and tax~bl~ 'sub~ha~~~r 
T .i c o o p o: ::- -3 t i v ~~ s • 

[ :1 o :- j e : ~ o q u a 1 i f y . a n d r ~ m ~ i :1 q u ·a 1 i f i e d . 3 ~ a 5 iJ l .. c 1 .2 
organization, a utility cooperative must operate on a c~operative 
basis. The definition of cooperative operation is found in case lqw 
a n d -~ d m i n L s t r a : i · v ~ r u 1 i n g c; • I n. ~ s :~ e n c ~ , c o o p -= r a t i v e o p ~ r a -:. ~ ·J 1 

~- ·~ q u i :- e s .t :, :3 ~ ': h e u r. i 1 i t y 9 c r. o u n : on a pat. r rJ nag e bas i .s 1: o a l L o f 1 ':. . ., 

patrons fo: ~mount~ received frorn .furnishing utili~ies in excess :Jf 
the amounts required for operating 6ost~ and expenses (including 
future business needs). This accounting is generally achieved by the 

. a n n u a 1 a 1 1 o c a t ion of '' c red it s" t o a cap i t a 1 a c co u n t f o r e a c h p a t r on o f 
the operating excess. ·These credits represent amounts prov.ided to the 
utility cooperative by the patrons for capital needs (thereby, the 
term "capital credits"). See Puget Sound Plywbod, 44TC 305; Rev. Rul. 
78-238, 197.8-1 CB, 161; Peninsula Light 77-1USTC 9401; and Rev. 
R u 1_. 7 2- 3 6 , 1 9 7 2-1 C B , 1 51 • 

Cooperative principle~ allow ~he retention of capital credits for 
such purposes as retiring dept, 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 bas.is of their patronage. See 
Pomeroy Cooperati~e Grain Co., 31TC 674; Lamesa Cooperative Gin, 78TC 
894; Kingfisher C~operative Elevator Assticiation, 84TC 600. It is 
noteworthy in Lamesa that equitable allocations of capital credits are 
intended "to prevent inequitable ·treatment to some patrons at the 
e x p e n s e of o t h e r s • • • • " I t i s a r e as o nab le as sump t ion t h at t h i s 1 o g i c 
extends to capital c~edit 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 cooperativets financial status. 
Historically, most.utility cooperatives have returned. capital credits 
on a first-in, first-out (F'IF'O) basis, .as recommended by REA (see REA 
Bul. 102-1:402-3 Appendix A). This s.ystem returns older capital to 
patrons as newer capital is supplied by .new patrons. 

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

The GSA position seeks t.o modif~ 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 ~nd 
in e quit ab 1 e and v i o la t es the e qui t y p r 1 ~ crl p 1 e w h i c h i a t h e a p i r i t o f 
"cooperative operation." 



At best, 
. . ~1~1$-CZJ 

the GSA proposal reflects bad faith on the part of the 
government in ~bLding by its own cooperative rules; at worst, i:. ~~O:J~j 

r e s u 1 t i n t h e r ~~ -. o c a t i o n o f t h e t -3 x - e x e m p ~ s t ~ t 'J s C) f ': h e iJ ~ ~ L : - v 

-:oope r<Jt tve. ~;..I;..L a. ttdf:tt._-;L . 
R1chard A. ~hi~ten, Jr. 

Addendum: Tne go·vernment'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 "capi~al 
credits" is generally used only by 501(c)(12) tax-exempt 
organizations. 



.. ~«;ne 
COOPERATIVE - GAYS MILLS. WISCONSIN 54631 

July i9, 1991 

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

RE: FAR Case 91-13 

I have examined the proposed changes to section 
4l.007(j) regarding Contracts between federal facilities and 
cooperatiye utili tie~ for -electric ·-service and find that the 
requirements would be exceptionally troublesome to us. 

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

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

Section (c) requiring payment of capital credits upon 
termination of the contract i~ prohibit·ed by our bylaws and 
quite possibly by state statute. 

Sect.ion (d) requiring payment of capital credits by 
certified chec~ 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 require 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 speci·al }landling of the_ capital credits. 

I hope these comments will be considered before the 
regulations are adopted. 

Cooper~tively ~ours, 
CRAWFO LECTRIC COOPERATIVE 

lanKopa~~ 
AK:kk 

Jll 2 2 1991 
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North Carolina 
Electric l\lembership Corporation 
3400 Sumner Boulevard 
Post Office Box :!7306 
Rak:gh. Sorth Carolina :7611 
Tdc:phonc:: 1919) S7:-osoo 

,Tuly 20, t991 

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. 

The ~allowing 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. 

i.-
. , 

I 



Gt.'neral Ser·'.·ices Adrn.inistration 
.J I d y .~I) • 1 ~J ') 1 
?;·lge ·2 

:\dditi•Jnally, cooperatives are required by Section 501(c)12 of the Internal· 
Revenue C(1d~ t0 operate .on a eooperative 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 50l(c)l2. 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 
rule 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, 

"· ::\\ ~ . . \ . ~'·'-·-·-,-\'>~-* \. ,,~_;, 
Orrie Baffi . 
Vice President of Finance 

OVB/mb 

cc: Bob Bergland (NRECA) 
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July 22, 1991 

General Service• Ad•1Diltration 
JAI lleratariat (VII) 
11tb ... r ltr .. t•, •·'· 
1e0114041 
Vullbrton, D.c. 20405 

Diu lira 

I aa nitiq to you rqardiq PAl : Ca11 91-13. The Geftel:'al 
Service• Adainiatration (CIA) ·recentl)' publi1had a propa.ed rule on 
tha aequiai tioa of . 1ervic•• !rc11 utili ti11 (56 P•deral !'Ji1t1r 
23982). AI part o~ thi1 rule, the GSA 11 propoainl at ••c£lon 1.007 
(j) that c:.artaift laquqe be acldacl to all contract• betnen Ptderal 
faeilitiel · and cooparati'le utili ti11 1uch •• c:.tltral llectric 
Cooperativtil. Ve ar• oppoaed to puap-aphl (b) ancl (c) Mcauae tha 
addi tioD of the clau111 to the contract• bttna Ctlltral llectric 
Coopu.ative aDd VU'iou IOVtnment quc:.iaa, vill have a profouncl 
a!feet on the ea-op.'l aceountinc ay•t••· 

Specifiully, · Cantral llectric 11 concerftecl becauae uny of the 
provi1ion1 o! the propo••cl rule would have aeciou• t•pac t on the 
eo-op. acl itl •eU.t:t· becauae, in ita pre1ent laquap, thia nal• 
lporea the unicau• "' ill which co-o.p. ''• tueh u CIC, ia atnocured 
u a •••ber ovn.cl, non-profit entity. Adoption ~f th••• propoaed 
rule• could raault 1ft viola~iona of cooperative b?•lava, •~tiel•• of 
iDcorporation, United Stat•• Departaac of A,riculture, lural 
ll•ctrifi"·tion Adlliniltration (UA) aortaq• requireuntl, u well •• 
Pean-.ylvania atace lav1 aoverDiftl our cooperative opecation1. 

Part 52.241-13 caPital Crtfita. 

Of priUr)' IOACen to Cutral lltctcie u ltated earlier are 
part• (-) &Dd (o) o! .propoaed part 52.241·13 Cal.ital 
C~edit~. Central llectric arreea with aubaect oft (a) which indlcat•• 
thit E • 109er~t, •• any other aember of a cooperative• 

"i• anti.,tltd to cap! tol . credi ta con1i1ttnt vi tb ·the by-law• o! 
the cooperative, vbich atattl the oblilatioa o! the (cooperative) to 
,., eapital erHltl acl wtd.cb apeci iu the Mthocl· ad c·i• of 
pqunt.•' . ' ~ 

lovner, C.tral ll•at:a!c btlltw.ea that coap11ance ri th tile 
recauiruenca o! IUbaectioD (b), le., to a tate .vi.thln 60 dqa after the 

• AMERICA'S RURAL EL~TRICS 0 • 0 OWNED sv n-IOSE TI-lEY SEM 

.llt 2 2· 199f 

JUL 2.1.1991 



1/J-13-/tl{ 
elo1e of the fiaeal year, th• amount of eapital eredit1 to b• paid to· 
the aovernmen t and · the date the payment i1 to be ud•, vo-uld be very 
difficult, if not impoaaiblt. Vhile aome indication of the amount of 
eapital credits may be a1certainabla at the clo•• of the fiacal year, 
dependina .upon the by-laws of the cooperative and ita financial 
condition. these credit• will be held by the ~ooperative for a period 
determined by the cooperative and applied uniformly to all member•· 

If durinr that period (~hich typically rune for 15 to 20 yea~ 
rotation cycl11) the cooperative experienc•• a majo_r calu1 ty auch •• 
a tornado or hurricane, it •ilht by Decea1ary to vi tbhold pa)'llent of 
the capital credita. Additionally the cooperative 11 prohibited fro• 
pay~q capital cred1 t1 unle•• 1 t baa met the f·inancial atandard1 •• 
.. labli1bed by the lural llectrificatioa Adm1niatration or anyone elae 
vbo 11 a co-•ort1qee vitb UA. Addilionally, Central llectric ia a 
-ber owner of a pneration- and tranamialion cooperative kncnm •• 
AllechtnJ_ llectrio Cooptrative. It would be virtually iapo11ible lo 
deter•ine the approp~iate capital credi ta due Ceatral lltctJ~ic fr.a11 
Allqheny vi thin th• 60 day• after the cloae of Central llactric' • 
fiaeal year. · 

Aa a 11111ber of Central ll•c:tric, the 1overueftt 11 entitled to he 
paid 1tl capital credit11 however it auat be con111~ant vith the 
co-op.'l by-lav1. It 11 DOt antitltd to become a privil•l•d el&ll of 
culto .. r. Proviaion• o! eapital credit• to the rover.n.ent iD a Baftfter 
vbich ia 1ncontiatant vi th the co-op.' 1 ltf•l&YI could be in uftct 
providinr the~roverft .. nt with a preference over other co-op. mamber1. 
!hi• treataent could be incon1istant vicb the requir..nta of the 
United Statal Internal bvenue Service !oZ' coo,.rative atatua, that 
the cooperative operata on a •cooperativ• baai••· 

Thi1 b~iqa • to our next concerJS ud tbat 1• l!£1 22.241-8 
COnnection Char~•· . 

Part 52. 24~1· connection ~•rr, al1o create• a procedure vhicb 
11 iniiftiiltaDt vltti the vay can ~· llectric operate• ... non-profit 
•••btr-ovned JYIC... UndtZ' the propoeed rul••• the co1t of purcb&liftl 
connection facili till !or the roveraent would be ahifted fr011 the 
,overnHnt to otber co-op. ae•berl. While thi• 11 Dot only unfair to 
other co-op. ••barl, it !1 •o•t likal)' a violation of ·IWlY co-op. 
by-lava &I well &I ltace atatutel vbicb rovern• the var v• operata. 

Part 52.241-8 p~ovid•• 1n relevant part that the IOYerftaenC 1ball 
pay a conaection ebartt .to cover tb• eontracto~'• coat of furnilhiftl 
and inatallina· new conntction !acilit1••· !hen, on .. cb aonthl7 bill 
for llrYice fumilhltlt. the r•ern11ent fHiiYU _a· credit until the 
accuaulation of crecU. t1 14ua the uowt of auch connection charp. 
lbile tlli1 aectioa l• app_ropriat• for contraetora vhleh ue for-proti t 
eDti till, acl repZ'eaetl u expense Ybidl 11 appropriately cz-edi tecl 
.... i.Q_t .. J&-OC!.ta, .. tht.l ... 11 ... inappropriate where the contractor i1 a 
not-fo~-;roof! t cooperative ud the proviai·on of a eredi t voul4 ret~u1re 
oth•r eoop·•n•r• to bear th• coat of fac!lit!ea coaltructecl to •••t 
tb• raqu1rt-.nta of the rovernBint, 11 vell 11 tbeir own. 
· ID a cooperative utility, such 11 Ca·tral lleetzt1e, ralea are 
~·••d upon the _aetual eo1t of doin1~ buaifteae. There are. no 
1hareholder1 o~ other iave1cor• who, o~t&iA a profit on their 
invut~nt, nor. 110re ~•por_~aatly·, prof! t1 apintt which the coat of 
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eonnec t ions ean be expensed as a cost of doing bu• iness. Provi d 'i ng 
the 1overnment with a credit fer connection facilitiea vhich vere 
built eo ••rv• ~h• 1overnment's ovn load vould mean that thoae co1t1 
vould have to be borne by tht cooperative's other m•mbers. Thil vould 
not only be \lnfair to the other r.sernbers vho are already payinr the 
eost of faeilititl built to mee~ their loada, but ~would be in 
violation of the co-op.' 1 by-lavs ·aa vell 11 atatt statutes. Such 
action• could also be conaidered as an unlawful diaburaemant of 
capital credita, •• diacuaaed praviou•ly. 

Vbile I raali1e my l•cter 11 rathe~ len1thy, it 11 very important 
to our cooperative that parqraphs (b) and (c) either be reworded or 
eli•inated coapl•tely. 

Bincerel)f your1, 

.JVt.~ 
K.nn• th J. Clari 
Aaet. to the General Hanaser 
and Manac•r o! Me•b•r Servic•• 
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General Services Administration 
FAR Secretariat {VRS) 
18th & F Streets N. W., Room 4041 
Washington, D. C. 20405 

July 16, 1991 

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 fa) 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 whe.n 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 fbl the Cooperative has an annual audit of its records at the 
close of each fiscal year which. is a requirement of the Mo.rtgage 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 closing 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 {c) 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 tr.eat 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 1t would to. the gov:ernment. 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 low enough to affect its 
Mortgage requirement with REA & CFC. 
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Paragraph !dl 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 stability 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 AS_SOCIATION 

./" / ;·' J / c. ,<..!.. ,. ) t • ~ , ~ '• ~/_ ~ I • .. 

Donald H. Brandt 
General Manager .. 

lse 
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July 17, 1991 

General Services Administration 
FAR Secretariat (VRS) 

· 18th and F S~reets, 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) 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. 

(b) 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 
re~e new programming as well.as new fo·rms. Again, we have the same 

· problem with the (date of payment] requirement. 

(c) Complying with this section would be discriminatory. It would also a{fect 
future capital credit retirements, and could force the cooperative in violating 
hs mortgage requirements with REA Ex: (If a cooperative has less equity 
.than 40% it can only ~efund 25% of its previous years margins.) Enforcement 
of this paragraph could cause a refund larger than this 25% level would allow. 
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.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 for the service. 
Again, requiring the cooperative to show the contract number will require an 
upgrade in software for one cust~mer. · 

In closing we feel this proposal is discriminatory and will be expensive to all the 
member owners of our non-profit cooperative. The Cooperative's philosophy is to 
treat all member owners the same. It is extremely 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 ha~e offered before adoption of this proposal. 



~ Raft ~iver Rural . 
Electric Cooperat1v·e, Inc. 
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General Services Administration 
FAR Secretariat (VRS) 

July 17, 1991 

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

REF: FAR Case 91-13 

Dear Sir, 

.9/-1~127 

Your recently pubiished proposed rule on the acquisition of services from utilities (56 Federal 
Register 2398~) certainly causes me a great ainount of concern. 

As I understand the GSA is proposing in section 41.007 G) 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 specities 
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 1991 



RESPO~SE: 

Thi:-, parti(ular paragraph is extremely offens1\·e since your proposcJ rule mal-.:i11g .tppcar~ ~l· :1i..· 
an end run effort to circumvent the authority of the members of the Cooperati\·e. plus usurping 
the discretionary authority of the duly elected members of the Board. which by the way the 

·Government 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. 

Again, we feel that it is o~r responsibility to inform you as soon as possible as to the amount 
of Capital which will be credited to your capital account each year. However. your desire to 
have this reported by delivery point an.d 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 sei"Vice 
would be no problem, provided each member had only one servic~. But, the Government as 
well as the majority of our membets 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 self­
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 cooperativ~s tinancial condition, plus the restrictions that in. our and many others cases 
could be prohibited by our mo~gage agreement with our bankers. 

(C) Upon termination or expiration of this 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 1 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 t , unless other-

wise diected in writing by the contracting officer. Checks shall cite the current or last contract 
number and in~icate whether the check is partial or final payment of all c~pital 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 
subj~t to disconnection of service, in our case until all past due and penalties have been paid. 

PleaSe consider the abandonment of this proposal in preference of the By-Laws of those 
Cooperatives which the members (including you, the Government) have established and further 
have the ability to change by another vote of the members. 



It :1~b ~ii\'-ays bt?t?n my belief that this country was founded on the principle l''r" '\"'f d1e pt?Liri..:. 
fc,r til~ pet)ple. h: tl1e people'' not rules which are "of the Government. fnr the Cil)\crnmcn:. 
by the Go\·crnment~ 

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, 

~~~~~ 
Bud. Tracy 
General Manager 

BT/ba 

CC: Richard Stallings 
Larry Larocco 
Steve Symms 
Larry Craig 
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SOUTH PITTSBURG, TENNESSEE 37380 

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

Re: FAR Case 91-13 

July 17, 1991 

.Pursuant to the instruction~ covering the proposed rules relating 
to the above-noted case, I would like to submit the following 
comments relating t·o 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 
super~eded 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-profit 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 
c:apital credits due the Government and "the date when payment 
is to be made." A fixed time ceriod 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 
re·quirement of such a short time period can impose a burden on 
a cooperative which is unwarranted. 

2. That paragraph's requirement to d~tail 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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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;a. They must wait until 
their "class" is paid~ which is usually many years into the 
future. · 

4. Sequachee Val fey 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 prov,isions includable in a service contract. 

Thank you for this opportunity to respond to the planned 
regulations. 

Sincerely, 

SEQUACHEE VALLEY ELECTRIC COOPERATIVE 

By: 
ger . 

BDP/r 



WEST 
C OOPERA TIVE.f NC. 

204 Mam 
P. 0. Box 17 
Murdo. South Dakota 57559-0017 

July 18, ·:991 

General Services Administration· 
FAR Secretariat 
BRS 18th & F Streets NW - Room 4041 
Washington DC 20405 

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-S - 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 periodic 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 
UL mort:: than daya shall ~e·prora~e'!! a'=e,,..r1j~~1y. This particular 
provision assumes the cooperative reads the meters. In our case we serve 
several small government installations as well as some department of defense 
installations. 

The concerns we have, in our particular ease, is that we are a self-read 
self-billing system. In other words, the member themselves read their own 
meters and compute their bills. We read the meters only once each year to 
verify accuracy alonq 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 mete~ that are out, that this is not 
a necessary requirement and th~t a lot longer time should be allowed before 
testing is required. As an example: We have approximately 7000 meters and if 
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the government is allowed to request this testing at our expense ~hen all 
other :nembers would be entitled to the same thing. At an ·average cost ::: s:: 
to 520 per ~e~er, :~is would cost ~s between S70,00C and Sl40,0CC,· ~~~=~ ~s 

~c:e :~a~ =~: =;e~a:~~g ~arg~ns ~ere ~n :390, =~~s.pu::ing a :~nan:~a: s::e~~ 

on the cooperative. 
o. Continuity of service and Consumption - We are concerned with the 

statement :hat indicates that if the aggregate outage time shall be more than 
one hour i~ any billing period an equitable adjust~ent shall be made in :~e 
monthly billing specified in this contract, including the monthly minimum 
charge. 

We believe one hour is not an adequate amount of time• In 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 ease, our charges are based on usage ~nly. Therefore, there 
should not be any reduction in the amount paid ~ased 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 ~f 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. Itea 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 rat·e increase. We feel the governm.ant should not be 
treated any differently and feel this provision is unnecessary. 

F. Itea 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 requlations 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 government than what 
is presently required under our general rate conditions. 

G. ~~ .. 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 creqit against their bill. 



H. Item 52.241-13 - Capital Credits 
Item A. - We have-no problem with the government receiving Capi~a: 

Credi~s ~n ~he same basis as other consumers. 
=~~~ 3.-- Our ~~seal year =ldses en Ja~uary l. o~r bc~~s are ~~e~ 

aud~ted ~n Ma~ch or April. We cannot even make an allocation.within 6C ~ays 

of the close of our fiscal yea~. We notify all patrons of their Capital 
Credit Allocation within the following fiscal year. We feel this is adequate. 
!~ a:sc indi=ates that we will state the date that Capital Credit~ will be 
paid ~c ~he government. We are unable to do this f~r many reasons, one being 

.that the Rural Electrification Administration, who is our banker, restricts 
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 limiti~g 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 anyone 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 invest~ng in plant to belp hold rates down. If we were 
reqUired to pay Capital Credits to the government we potentially could be.in 
violation 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 ce~tified check. We write 
approximately 4,000 checks by computer. To write one certi~ied check would 
require extr~ time and labor which should be deducted from the check if that 
is what the government wishes. 

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 pu~ 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 .significant impact on a number of 
small rural electric cooperatives· and thus we feel there should be an initial 
requlatory flexibility analysis prepared. If ail the provisions of this act 
are enacted it will most certainly cause a rate increase cf significant 
amounts to all consumers of West Central Electric, 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-oP. , 
a..,._~~ A..___zt~~ 
-'kn J ·/Reed - . 

INC. 

Manager 

SJR:sh 



RITA BLANCA ELECTRIC 

c·ooPERATIVE, INC. 

DALHART TEXAS 79022-0990 

July 18·, 1991 

General Services Administration 
FAR Secreta·rial (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 
cal'ital Credits: 

Paragraph (a) 

Paragraph (b) 

Parag.raph (c) 

Sounds OK. 

Conflicts with Paragraph (a) especially 
the date the payment is to be made. 
This fact is normally not known. 

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

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

BE/jlb 

• 

One of America's Consumer-Owned 
Rural Electric Systems 

Sincerely, 

~~ 
Bob Elliott 
Executive Vice President 
General Manager 

JUL 2 3 1991 



ll 0 East Spring Street 
P.O. Box 579 

. Saratoga, WY 82331-0579 

General Services Administration 
FAR Secretariat CVRSl, Room 4041 
18th and ~ Streets, N.W. 
washington, D.C. 20405 

Dear Sirs: 

. ., """ .. ' 

Re:. FAR Case 91-13 

91-IS-131 
. (30-) 3:6-5:L"'t:­
l-800442-931~ 
(Toll Free tn Wyo. 1 

[ am submitting comment~ to your proposed rule on the GSA Federal 
Acquisition Regul;ations for the Acquisition of Utility Services. 

We provide electric service to federal government entities <Forest 
Service, Fish~ Wildlife, arid FAA predominantly>. Capital credits ta paper 
transaction> are al4ocated 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. 

Baing 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 margin~, 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 Cor pay back> cap~tal 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 th• eapital credits to the government exc&pt on a 20-
year rotation as per our bylaws and non-profit status. I have enclosed a copy 
of our member handbook. Please refer to pages 29 and 30~ Article VII. 

AMH/1 rs.-
cc: Bob Bergland, NRECA 

Sincerely, 

~~/nL 
A ROYCE M. -.HOEM 
General Kanager 

Member Owned ••. Service Proud 

·JUL 2 3 1991 
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A lWessage 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 that 
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 to 
time, but we continue to adhere to the philosophy that 
we must maintain a system that is capable of supplying 
your electrical needs JVO Wand into the FUTURE. 

Reliability of service i.s 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 i.s your business! We will keep .vou 
informed of Cooperative business through the monthly 
"Carbon Light Lines . .. 

Your Board of Directors 

• 

Ala~t to blan, Z/23/1!!0: Pa{t ZS, Art. II I, 
!ethq of Wlrs, Ste. 7., J ine 8. uelete 'as of the 
end of iUCD tiscai yeu•. Pace 29, Art. Yll, MoD­
Profit Opentiaa. S.C. Z. li.s 14, 17 iDd Z4. Dtiete · 
tbt word •fiscal •, 
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Cooperative 
Facts 

What is a Cooperative? By definition, it is a group 
of people joining to.gether to do something . (in this 
case, provide electric energy) for the group they cannot 
do individually. It is a business ~nterprise 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 electric 
energy felt it unfeasible and much less profitable to 
run electric lines into the couittryside to provide :he 
badly needed electric service . 

. In 1935, President Franklin Roosevelt created the 
Rural Electrification Act which pro\'ided money in the 
form of loans to ~lectrify 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 ~.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. 

l 
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You and Other ~lembers Share In 
the Cooperative's ~largins. 

Your Cooperative's "margin" is any money left 
over after all its operating costs have been paid. Since 
you 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 \!Sed, the greater 
your share of the Cooperative's margins. The 
"deferred patronage dividend" is retained by the 
Cooperative until directed to be paid by · the Board 
of Directors. on approval of the Rural Electrification 
Administration (REA). 

Each year you will receive a card in the mail that 
will notify you of your allocation for the previous 
year. The ~ard 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 Vll, 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 Dir-ectors 

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 sttong as th~t of any other 
member. 

Carbon Power & Light, Inc. serves over ..l,SOO farms, 
residences, schools and industries in rural south-centtal 
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 . 

4 



Cooperative Organization 

Your Board of Directors employs a general manager 
who is responsible for day-to-day operations of the 
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
dalists. Here is an organizational chart: 

Office Services Member Services 
& Marketing 

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

• • Provide energy audits of your home. 

• Answer questions on wiring, lighting and electrical 
load. 

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

I 
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How Electricity Reaches ·you 

Carbon Po, ... ·er & Light, Inc. is an electrical distri­
bution system: we own no power generating 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 \\·hole­
sale electric power to Carbon and other distribution 
type cooperatives in Colorado, \\'yoming and Nebraska . 

. Tri-State obtains its power from the Western Area 
Po.wer 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-tired and hydro electric generating plants, we at 
Carbon Power and Light enjoy 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 Hgenerat_ion and transmission·· 
portion. 

s .... oc. 
'c-

f.--- DtSTRtiUJION . TIUoNSMISStOIII QE"'EAATION 

! + + 
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and "how" of 
·-- ...... 

paying your monthly electric bill 

E!~~tri~ po,\er bills are mailed to membt:r-own\!rs on 
· JbL)Ul the 1st of ea~h momh. Tht:y are du\! ~Y the 
5th of ea~h month. By \\'yoming Public S\!rvk\! 
vmmi~sion rulings.; you .are all0\\ed lO Jays in which 
, pay y0ur electrk bill. Carbon allows an extra S Jay~ 
!fore penalties are as~e~sed. 

electrk bill is not paid by the I 5th of the 
iO ·orne~ delinquent. 

You may pay your bill by· mail 0r in pers0n. If y0u 
'lY by mail. please :,end a ~heck or money order, DO 
OT SE~D CASH. If you prefer to pay by mail. 
iease return the right-hand portion of the billing card 
'e sure to enter the meter readingls) in the spaces 
tarked for meter readi~gs). Keep the Olher section of 
1e bill card for your records. 

If your bill does become delinquent. you will be 
1bject to a late payment charge . .-\lso. you will be 
tailed a delinquent notice that shows the date ser\ i~e 
·ill be subject to disconnection for 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 
· )f non-payment of electric ser\'ice, you may have it 
!Stored by paying the delinquent bill and the aaPPro­
riate charges assessed to recover the Cooperative's cost 
1curred upon re-connection of service. 

The Cooperative's office hours are from 8:00 a.m. 
o 4:30 p.m. ~londay 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. 

n an electric bill is higher than expected, 
acy 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, o"r other malfunctions .. 

A member may request a ··speCial meter test by 
contacting the Cooperative office. It is the pqlicy of 
th~ Cooperative to special test a meter only once 
within a 1.:!-month period at a member's request. 

You're ~ot Just a Number, but ..... 

As a member and pan-owner of Carbon Power & 
Light, Inc., you're more than a number to us ..... rnuch 
more. But, your account number and location number 
are meaningful identification. 

if you have a question about your bill and call on 
the phone. please give us your account number - it's 

. very helpful to the person who answers the phone to 
give you l speedy reply. 

lf you report an outage to us, please give the person 
on the ;lhone your location number. this will get the 
repair crew ro your location quicker. 

Both your ac~oun.t number and location number can 
ound on your electric bill AND we have made 
ision on the rront cover of this book for you to 
them in for handy reference. 
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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, iines and poles which 
have been in the fic=ld for several years 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 propeny. 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 7507o of 
the monthly charges. 

3. To remove the entire service facility at no cost to 
the member. The member always has the option or 
having a retired service re-installed (under current 
line extension policies). . 

10 
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What are My ResponSibilities as a Member? 

In an attempt to conuol costs, the Cooperative. asks 
each member to assume certain responsibilities. These 
responsibilities include: 

• If you read your meter, report the reading to Carbon 
each 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 plenty 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 ~leeting. 

Carr:ing out these responsibilities is an excellent 
example of what makes the Cooperative a unique 
business - member-owners working together toward a 
common goal. 

When Y o.u Move 

When you 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 sem. ii you know. 

II 
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What Those Initials ~lean 

The following is a list of definitio.ns of some of the 
organizations you may read about in the newsletter. 

REC - Rural Electric Cooperatil'e • A private, non­
profit business enterprise which pro\ides electric service 
in mainly rural areas. Incorporated 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. 

\\'REA • Jt)·oming Rural Electric Association - some­
times referred to as the Statewide - is a non-profit 
organization providing certain services to 1: \Vyoming 
rural electric cooperatives. Located in Casper. 
\Vyoming, they publish the \Vyoming ·Rural Electric 
News, provide employee training, safety, and public 
information services. \VREA represents the RECs in 
legislative concerns and provides liaison with s~ate 
agencies that regulate the RECs. 

~RECA - Sational Rural Electric Cooperatil'e Asso­
ciation • is a national association of the RECs · over 
l<XX> in the United States. Located in \Vashington. D.C .. 
they provide member systems with services which would 
be unavailable ·or too e.~pensive if each member REC, 
individually, would attempt themselves. ~RECA 
represents RECs in national legislative concerns, 
provides insurance and retirement programs. conducts 
management development programs. 

CFC - :Vational Rural Utiliiies Cooperatit·e Finance 
Corporation - is a non-government, REC-owned 
financial services cooperative located in \Vashington. 
D.-c. It borrows money in the private money market 
and re-lerids it to the RECs. CFC was created to 
supplement REA loans as a source of financing for 
REC growth and development. 

· WPSC - Ut)·oming Public Serl'ice Commission - has 
regulatory jurisdiction over rates, territory and services 
of Carbon Power & Light, Inc. and other electric 
utilities operating in Wyoming. · 

ll 
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How to reset a circuit breaker 

'ill. Move handle to OFF position. 
~~- 2 •. Push handle past OFF position. 
~'!J 3. Return handle to ON position. 

I 

or change a fuse ••• 

1. First, disconnect lamps and 
liances in use when circuit 

out. 

ake 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. Identify the blown fuse. 
When a fuse blows, the trans­
parent section becomes cloudy, 
or blackened. 

4. Replace 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 canridge type, ·located 
in the pull-out section, it can 
be removed and replaced by 
hand pressure. 

S. Close the main switch, ·or 
replace pull-out section, to re­
store service. 

row away the blown fuse. 

13 
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A power failure 

seldom occurs ••••. 
but if your 

electric power 
does go off. here's 

what to do ..... 

l. First of all. if some of your lights work. then the 
trouble could possibly be in your own fuses. or 
breakers. Remember, to check the! main fuse in your 
fuse box. If they are okay, check the fuses or switch 
belo''' your meter. 

· ~- If all your lights are off and you ·ve checked your 
fuses. call your neighbor to see if his power is aiso off. 

~- If you still haven't found the trouble, call Carbon . 
Power and Light at 3~6-5~06 or 1-800~2-9314 (anytime 
day or night). Be sure to give your location numbe=­
and name (it can be found on your bill.) \Ve ask for 
your phone number so that we can cail 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. 
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lie I Electrical Terms Defined 

1 

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

. ~\fPERE (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 burning a 
wooden kitchen match. 
CIRCUIT- The complete path of an electric current 
~·'lm the power source, through the conductors, 

gh the device using the power, back through the 
• and back to the source of power. 

--A protective device that prevents the over­
heating of a circuit; interrupts the current under 
abnormal conditions. 
KJLOW A TT (KW) - A unit of -meaeure pertaining to 
the strength or amount of power produced by or used 
by various electrical devices. One kilowatt 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 
kilowatt-hours of electricity that pass through it. 
OUT AGE - 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. 
TRAi'JSFOR\fER - An electrical device that reduces 
or increases the voltage of an electric current . 

. "qLT- A unit of measure that describes the pressure 
that causes the movement of electricity. 
- A unit of measure of. the rate of electrical 
Wattage is determined by multiplying volts 

times amperage (1:0 volts at 30 3mps provides 3,600 
watts.) 
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A Guide to Equipment 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 ,,.ary 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 wtth some appliances the geographical area of 
use. 

Eectric use of individual appliances can be calculated 
as follows: 

Rating in Watts x Hours of Use divided by 1.000 = 
Kilowatt-hours 

"~"ft"'lt E.s1. kWh 
.-htrwte Houn l"sed 
w ..... , Prr 't r. Per 't'r. 

FOOD PREPARATION 
Blender ............... 386 39 15 
Broiler ...... · ......... 1,436 70 100 
Carving Knife ......... 92 87 8 
Coffee ~taker ......... 894 302 106 
Deep Fryer ........... 1,448 57 83 
Dishwasher ........... 1,201 119 363 
Egg Cooker ........... 516 27 14 
Frypan ............... 1,196 155 186 
Hot Plate ............. 1,257 

.,., , .. 90 
Mixer ................. 127 102 13 
Oven, ~icrowave ...... 1,450 131 190 
Range with Oven ...... 12,200 96 1,175 
Range with 

self-cleaning Oven ... 12,200 99 1,205 
Roaster .............. I ,333 154 205 
Sandwich Griil ......... 1 '161 28 33 
Toaster ............... 1,146 34 39 
Trash Compactor ... · ... 1,380 2~ 36 
Waffle Iron ........... 1' 116 20 22 
Waste Disposer ...... · .. 445 67 30 
FOOD PRESERV ATIO~ 
Freezer ( 15 cu. ft.) ..... 341 3,504 1,195 

. Freezer (frostless 
15 cu. ft.) .......... 440 -+.002 1, 761 

· Refrigerator 
o: cu. ft.) .......... 241 3.021 728 

~efrigerator (frostless 
12 cu. ft.) .......... 321 3,791 1,217 

Refrigerator /Freezer 
(14 cu. ft.) .......... 326 3.-+88 1' 137 
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Refrigerator/Freezer 
(frostless 14 cu. ft.) ••• 615 2.974 1;829 r.·:. : 

LAU~DRY 
.. •.· 

:· . \ 

Clothes Dryer .....•... 4,856 205 993 :\ 
I ' Iron (hand) ............ 1,008 143 144 

\Vashing ~lachine 
(Automatic) ......... 512 201 103 

\Vashinsz ~lachine 
(Non:atitomatic) ..... 286 266 76 

\Vater Heater ......... 2,475 1,705 4,219 
\Vater Heater 

(quick recovery) ..... 4,474 1,075 4,811 
COMFORT CONDITIONING 
Air Cleaner .....•..... so . 4,320 216 
.) ;,. Cond. (Room) ..... 860 800 *688 

177 831 147 
'fier .......... 257 1,467 377 

ttic) ............ 370 786 291 
Fan (circulating) ....... 88 489 43 
Fan (rolla way) .......... 171 807 138 
Fan (window) ......... 200 850 170 
Heater (portable) ...... 1,322 133 176 
Heating Pad .......... 65 154 10 
Humidifier ........... 177 921 163 
HEALTH & BEAUTY 
Hair Dryer ............ 750 51 38 
Heat larno 

(infrarid) ............ 250 52 13 
Shaver ............... 14 129 1.8 
Sun lamp ............. 279 57 16 .. 

Toothbrush ........... i 71 o.s ...... 

Vibrator .............. 40 so 2 
HOME E~TERTAINMENT 
Radio ................ 71 1,211 . 86 
Radio/R::c. Player ...... 109 1,000 109 
8/W TV (tube) .......• 160 2,188 350 . 
8/W TV (sol. state) .... 55 2,182 120 

. Color TV (tube) ....... 300 2,200 660 
Color TV (sol. state) ... 200 2,200 .440 
HOL'SE\VARES -s 
Clock ................ 2 8,760 17 
Floor Polishc!r ...... ~ .. 305 49 15 
Sewing ~lachine ....... · 75 147 11 
'. ~,.lum Cleaner ....... 630 73 46 

on 800 hours of operation per year. This figure 
widely de;Jc:nding on area and specific size of 

SOURCE: 7he Electric Energy Association 
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CERTIFICATE OF AMENDMENT 

of the 
CERTIFICATE OF INCORPORATION 

of 
CARBON POWER & LIGHT, INC • 

(As Amended to June 2~, 1988) 

Purwonr ro ~e ,,o.,•soons of me 'N'!'Oftllng StOT\Itft goYeming "on-profit corooratoo,~. 
!'he unaenognea uroorallon hereo... aaoors !fte ~oriowing Cerrrficote of Amendment ~0 

irs Cenoficate oi lncorc:orarion: 

ARTICLE I 
The "arne of the Ccrc:ora11on '' C.:r::~on Power & Lignt, inc. 

ARTICLE II 
T1le o0;ect or oo~ and pul'l)Ose or O'Urposet ior whidl the Corporation ;, formed are: 

(al To generate, !'ftGnufaCNre. purCftase, acauire, and accumulate electric energy ior 
its m.,..oen only anci ~o tran""if· disrribute, 'u,..,isll, sell and dispose of such eiecTric 
ettergy •o ira ~oen only, and to consrrucr. erect. purchase. lease OJ leuee and in 
any manner acauire, :.wn, hold, morntoin, operate. sell. dispoie of, lease as leuor, 
eacnonge ana mo"CJage planra, ~uiidings. worics. machinery, ·supplies, oppcratua. 
equip!Mftt aftd etecrric rransmissian and disrribu11on lines or sysr.,.., neus~ary, con· 
.,.,;., or useful ior carrying out ana accom0iishing any or oil of rhe fore13oing 
purooaes; 

(bl To purcftclse, reui"'•· lease as ln .... or in Oft'!' other manner acquire. own, hoid, 
maintain, use. :on"'•1'· sell, lease as ln10r, lltaCftange. mongage, oiecige or ornerwose 
dispose of any anci oil real and oersonal prooeny or any interest therein necessary, 
IIMiul ,. acap~ '0 enable rite Coraororion 10 accompiish any or all at its purpo~e~; 

(cl To acquire. own. hold, use, eaercise, anCI, :a rhe eatenr permi"eci by law, to 1etl, 
mongoge, plecige, ilypolfteccmt at~d in any manner dispose of francnises. ~ignrs, 

privilegn. lieeftse, rigins-of-woy and ea..,..ents necnsary, u..n.l or appro~:~riate !O 

accomplish any or all oi rile putJ»>iel oi rile Coraorarion; 
(dl To. borrow fftOftey, to moae and iuue ooncis, notes and other evidences =i 

indebtedneu. secured or unsecureci, for monies· borrowed or in payment for proceny 
acquireci, or for any of the oritet oojecrs or pui'oo~e~ of the Coroorarron; to secure rhe 
poyiMM of such bonos, notes or ofiler 8Yiciencn of indebteelnns by mongoge ~r 
mongog•. 01 deed or cieedt of trust upon, or by •ne pledge of or other lien upon any 
01 oil of rile~. rigtm, privileges or permats of the Corporation; wilere10e"'er 
situattid, acquired or to be acquired . 

(e) To do and perionft, eitfler for i'MH or its IMIIIDen any and all acts and things, and 
10 have and exerci.. any and all powen, as may be necessary or conveniem to 
CICCOIIIplish any or all of the foregoing purpo~e~ or as moy be permirted by rile ..a.d 
under which rile Corporarion is formed. Tlle Coi"'MN'Qrion shall render no ..,..,ice to or 
for the public. . 

ARTICLE Ill 

Secrioft .1. lne Corooration is formed without any purpose of direct gain ro · itseif 
and shall ho...e no capitol stock. 

SectiM 2. Aay pei'SOft, finft, eotJIOftltioft or body politic may become a mentOer in 
rttl'~by: · 

'(a) Making o written acaplicarion for IMfllbenftia therein; 
(bl Agreeing to purdloae from :tie Cooperariole electric energy aJ her .. noner 

lfMCified; 
(cl Agreeing 10 comoly with and ~. bound by rile Anicln of Incorporation and 

b~ws of the Cooperati"'• and any ruin and reguiationa adopted by rhe ooara; ~no 
!d) Paying rile -o.nftip f" soecifieci in the oylaws of the Cooperative. 
A husoand and wife, rN any two nol\lrol ociult oersons residing rogether and cirawong 

electric .,...gy from rne 101M meter tor rneir residence, may jointly become a memoer 
OMI their a,~plicarion f,. o joint membership may !M acc.,ted in accordance •ith ,,. 
r01~oing ptO•;.;.,n, <)/ :h;, ..elton pr~•i.:ied th• ~nt members C;)mGI'f ;Qin:l·r •i:h :1\e 
pra...tStOM of the ODO¥e subdivisions (al rilrough (d). 
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Sectleft 3. lfte orivate proiM"'f or !tie IMIIIOen of n. CorporatiOft lilall be ea-pr 

ffom eaea~tion "or lhe debts of rhe ~ Gild no IMtftl:let sftoll be iftdividuaily 
liooie or r~ole for any debts or liaOiliries oi tfte Corpotation. 

SecriOft 4. (al Membership in the C~ aftCI .... dence r..,elefltiftg lfte same 
shall ~ be lfafttieraole. eaclt)f at htninoMr ~ provided. and upo~t the 
Oeath. ceuariOft oi eaistence, eapullioft or wittlclrowat ol a ,......IMr the ewideftce 
memaenllip :); swcn IMf!lbet shall be 'ftereuoot' •etlftinored, aftCI •he eoncieftce of 
IMfllberthip :); s..clt member shall !:le sutNfld.,. forritwith to· the C~ari011. 
T ~inarion of ... _i:lenilip in any mOM« snail ~tot •.O.Ose tile memO« from tile debts 
or liaoiiities .,; suCft memDel ro rile Coroorarion. 

fb) When o ....... oennip '' held joinrty :::.v o itu100110 and wofe. or by any two norvral 
ocuit cersons .• oon tile dearn of either suCft "'-oennip shall be c..-d to be heid 

>Ooelv :::1y ·~e '"'"'"'0' woth rile some .Pee as •f!Ougil such rftelllbership had bHit 
~rrgrnoolv ;u11e0 10oeiv •o him or ner. :n ·~ :cse !:ly tne surv•wor ona up011 tile 
"M:lroing oi "'c~ :earn on rne boo•s ::-i • .,e C:roororion tile ewiaence of memoership 
'"'OY ::1e retnwec ·:::~end'" rne nome ci '"'~ s .. rw••cr :rowodttd. "oowewer. that tile e11ate 
:~! ·ne aeceosea sl'loti "'0' be rereosea ;•om :n~ "'ef'!Oersnip aeon or tiao•i•r•e' !O tile 
:.:roorat•on. · 

SectiOft S. :::, .. memoer shoil !:e .,.,,Ilea •o croe II vote ana '"C "'Ore uCIOn each 

"'0"er suom•"N ·o o .. ore or a meettng or !fie memo.rs. ~~ oil "'"""'is oi tile memoers 
or winch a aucr11m ' presenr all Questtons snoot ::e :ecoded by a •ore oi o ma,oroty o; 

"'emoers •Ot•ng •llereto •n person Qf :IV :ItO a v. 9llCeQI a' Otlterwtse DfQwoded by 
Cotnoioc:'e oi tncoraorottoft oi .,.. Coroorat•on. by 1+\e Oy•O•'· Joonr m-o«s 

.:e ....,,.eo •o ,,.e ( 11 .. ore .l"a '"O "'ore .. oon eoc" "'aner sualftoneo ro a 

ARTICLE IV 
Secrioft 1. :llctor ::s lilftited els_,..,e " '!'111 =en•ficore or '" '"' bylaw' ot •he 

:oroorclflon, ·•e :suwness and affairs :~; ·-.e C.:~roorar•on sitotl :,e .. esrea ;" :::1nd 
fftOnogea OltO ::sntrollea by o Doara Qt :irecors :::1"0 •lie officers oi •he Coraorat•OII 
snail be :: Clfesocem. ~ vice-prftidenr. :::1 ·reasurer OftCI a secrttary. The o;toces ci 
secrerory ana ••easurer may be held by ••e sa- :sersoft 

SectiOtt 2.· ·;,e o;ticen of tile Cor0orano" sni:ltl ::~e eoecrea. =~· :totior. b, end ;ro"' •lie 
lftemoers or t~te ooora or directors Ol sucn ··mes ::::JnC ;or SuCII •erms ::II oriice Ql <l'latl ::le 
prowiaea ill t"e ::IYIOWS or the Corporatoo~t. 

Secrio" 3. -:lte ~umoer of directors o; •~te Coroorations st~oil !:le "'"e (Q) o"a •fie 
names :no :1osr .:~ffice addresses oi •!'fe :iric!ors •~to snail fftOnoge rt~e affo•rs ""a 
bus•ness o; l!'le C.:~riloraflon for the fir11 year :o-•ng· or care of •~'~Corporaroo" '" 
194 1 • or unrd .,.,, successors sna•l .,ave been etecred ana snail hove auoufoea 
according ra •aw and by the byiows o; tlte C:sroorat•on are: 

Name 

Kenner" ;J. Ooy 
William :vans 
"enl"f F:,.::n 
Otvoile .'o\ever 
Ha,.,ev Mowry 
Will ~. i:iti&onen 
Elton iroworioge 
A.L. w.,:on 

Adrio" 'Notio•d 

Post Office Ad • .uet 

Saratoga. Wyomong 
Elk Mownrarft, Wyomtftg 

tftCOIIIOINitf. Wyom•"9 
Ellr. o"-'ouftfOtlt, WyOmtftg 
Saratoga. Wyomrng 
Saratoga. Wyomong 
Soraroga. ·wyom•ns 
Wolcon. Wyomrng 
Encomomenr. Wyomutg 

H«eofrer, ot eoCft annual meeting of :t1e mtf!ID«1, :~~e direcron sllall be elected by and 
from the memo«s or rne C.:~roorortoft !0 fiOici oifice """I tile near 011nuol meettng of ,,. 
INfllbers or ~;nrtt '""r successors shod 1tove - eteCTea and snail ~ave QuOJifiecl. · 

~ectiOfl 4. ~e ~:viowJ moy make prov•sions for ,,. removoi oi dotectors ona •lie 
wcco~tc:es: 7he oytcws may aiso orow•ae •or aowtsioft o; tne rerrorory servea oy 

"'D •o11ng aistr•cts, ::fto ;or !!'le "'Oftonanon. Ofta etecr•on o; OtrMrors 

SectiOfl 5. • .. e ::.rectors. as llooocft. r.ftall "Of •ec .. ve any CQiftO.,.SGfoOfl ror •fl .. r 
setYoces. :lUI ·•e ~.,'O""J "'CIY orovocie 'or oH-iaed t~•ms altCI , .. IIIOUrseme~ttS for 
reGIOitODie taa..,ses oncur•ea '" COnnecftOft wotto tt1e petfOrftiOitCe oi !Mitt dultft. 
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ARTICLE V 
SectioR 1. The fint set of bylaws of rt1e Corpororion sl\all ~e adopted by tile boorc 

of direcron but ~eofter rile bylaws oi me Corporataon may ::1e oirered. amenaed ~r 
r.,.oled by the board of ditecron at Ofty regular or ~fMCial lfteef•ng, ;:~rovided thor rne 

· norice oi sucn a meeting ~ have COfttoifted a copy o; tile proaosed aireroroon. 
OINfid!Nfd or ,.,.al . 

Secrioft 2. The bylaws of :he CoroorariOft may derine one na ~rher duties :~no 

re100111ibilirin of rhe IMtiiOen and ;~rftCt'ibe artier •erms ana 'onciiti.ons ~o~pon ,.,;,en 
-oen sltoll be admineo •o alld ~etain -aersllip ·n ·ne Corooraraon, "'a•• 
prov•sions for onftuol and speciai !"eertngs of members ana :irecron and noroces 
rllereof, provode tor merttOas of ~oroftg, ::~uorum reauiremenrs. :no any orher rnaners 
re4arong to tile onrernar organoza11on ana management or rne C.::~roorauon, pro,odea :!lot 
such pravi"ons snail not i)e .ncon"llent •••II ohese Certoficores ;); :ncoroorotion or :!le 
iaw• of rne Stare of Wyoming. 

ARTICLE VI 
~.term of •••srence or ~e Corporatton snail be oeroeruol. 

ARTICLE VII 
The o.,.,arion• of the Corporaroon snail be carried on '" :ne :ounron or A.lban~ cna 

CarDOn, Wyomang, anci in such orner :ouftrin '" rile Stare or w,.-cmong and on ·~e 
Untied Starn. :lll rhe boara oi airecton may from rome to rome Oecode. The orincopal 
oHice ana ooace of·bu1anen oi !he Cor::~ora:ion shall be ,n 1111 munico!)olity or Saratoga. 
;n Caroon Count,, in rile Srcire ai W•crning, and "" Corooraroon ,..,ov ""Oonraon offices 
at 111ch other oiace or ptacll .n :he Src:e oi Wyomrng onci '" '"e 'Jnorea Srores :n· rne 
COOrd or dorecron may from tome 'O :o"'e :ecoCe. 

OATED rh11 Twenry.fifrh aay ~; Jyne, ::;as. 

C~RBON i'OWER & LIGHT, !NC. 
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BYLAWS 
of 

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

ARTICLE I 

MEMBERSHIP 

s.mo.t 1. ReqviNmefttl fot Membenftifl. Any "an.ltal adl..lt penott, """· cmocia­
"on. :::r=orarioft. ~siness '"'"· po""ennlo, :.C.,ol ogency, stale or ooliticol subdivision 
':'!erec;, ::r :,ociv poiitic or subdivision rnereof will :)ec;ome o l'lletttaer of CARBON 
PCWE~· &. LIGHT, iNC., (hereinafter ccuiea rile "Cooperative'')' upon •ec:eipt of electric 
s.,oca rTcl'll tfte CoopetOtivc, providea :ncn "- or it has nrst: 

:cl .~aac a wrinen oppliccrriOn ;or !Nflloenitip therein; 

<=I .. :.g~ to~ from. the Coopera~M aiJ eiecrnc ...-gy os..,.,.oftw S,.Cned; 
~c:j .:.gr..a to CDII'Ioiy wirit onci be bouftCi by. rile cemficare oi inawpotarion and bylawt 

ana CIINfiOI'IIelltl to rite cenificate of incorporarioft and byiawl of tfte C~ and 
- -.. Nles ::nd reguiOiiona adopted by the board; onci 

stated IN dillrict or area llUiftber oi rite COOfiWGI'i.. in whidt the 
SIIOil be located; and 

tne ~P r.. hereiftaitw specified. 

No _.,., I'IIO"f hoid ,._. rt.an one~ in rile Caap 1 ori • ond no ~P 
;n rnc C::ooerative snail be rronsietoale. uce,r oa p"""ided in these bylowt. 

Secrion 2. Me 4us0,. Fcc, ScMc. s.curity 11M! Fecilltics. &..-.. l)epositw 
. ContnburioM in Aid of CCNIItfuetMNI. ilte IMfltOenltip f .. siloil be os fixed from time 

ro •ime ov rile !Soard of Oirccon. Tile !MIIIDenniP ;.. (togemer wirh any set¥icc 
5CCI.Inrv ::coosit, ..,icc connection acpolit or. fM, facilities carenlion deposit, 
:onmi:lurion in aici. of constrvcion or any combination lftcrcof, if required by the 
Coooercrivct shad entitle IN INIIIOer •o one scrvicc connccnon. A MtYicc cannccrion 
ocoosar ~' ; ... in sucn amount as snod be orncrioed· by the Cooocrariv• (together wirh 
a s.,ice ~CC~~rirv ocoasit, · a facilities earCMion dcoosit or o contribution in aid of 
conmuc:ion or any combination rflereoi. i; required i)y rhc Cooocrati¥cl. shall be paid 
i)y !ftC mernoer for cod! aOditional s.,ic8 COftMCrion rcquc~~co by him. 

Sccrion 3. Certificate of MctwDcnlliPJ leftcwaj of Prier AlltNicatlen. The 
~paicam silail agr" to purcnasc all etcaric pow• and .-gy from the Cooocrarivc 
ana •o ~ ::1ouno by ond to c~ly wirh ad of the orilcr proYisionl of the Cooperative's 

A.nicin o; lncorporarion and &ylowt, * all n~les, rcgularioM and rate schedules 
~ DUIWGIIf "--o, oa all the SCIIIIC m. Uitr or may rhercaitcr be duly ocioPtcd 
0/t CIIIIIMdCd (the oOiigorioM ....... by sud\ ~ ... tw.inafter calicO 
"......,.ill obliqariaM") - sftclll be I'IICide in wririftg on suds forM aa ia ptaYidcd 
:ftcrciar :IV rne CooocroriYe. The 1'11-ocnNo QflpiicaricMI shoil be CICCOftlpclfticd by rhe 
I'IICIIIOCnllio icc (togemcr with ony MCUrity deposit, MtYice cannccrioft deposit or f .. , 

faciiitics ••ICMIOft a~t, or eontnburion in aid of COftltruCrion rhat 1110y be required 
by :tiC Co)Oocrcmvei. whicft f .. (and suds MtYica secvrity deposit, MtYice connection 
~ or fee, faolities eatension cieposit, 01t contribution in caid oi consrrvcrion, if anyl 
sftad be ret~~ndcci in !ftc ...,.. the applicarioft is by Boord rcsolurioft denied. Any fonMt 
IIICIIIDCI 9i rtle Cooc-rcmve may, by ritc sole ocr of paying a new !MIIIOcnhip fcc and 
any ourvonaaiiCJ account plus acuved interest thereon Ot the Wyoming legal rate on 
jud~ •n eifca wilcn wcit· account finr became o..W.. COMpOUnded annually 

(togemcr '"''"' 'lf'v scr<ricc weunrv cieposit, service connecrion ~ or fcc, fcxilirics 
urcnt.ion oeoos.r. or :onrribu11on on aid of construcrion that mcry be required by the 
Cooocrativet, ·-and reaaivatc any prior applicorion for ~ip to 1M SOIIIC 

:hcugiot IM oppaicorion nod bceft _.., IIIGOC Oft ,.. dOte of sudt pay~. 

4. Joint MemberUNp. Any rwo natural adylt pcnons, living togctflcr, 
etcaric energy irol'll !iiC 'IOIIIC ,...... , 1110y aPf)ly for a joint IIICIIIbcrship and, . 

ro ''*' ~omOtial'ce •irit rhc teQUiletNiill set fontt in Section : of this Arriclc, 
IIIG'f a ac'eorea =or :IICII !NIIIDwsfti,J: The aerm "member" Ga .. ..d in theN bylow• 
sftall be accmco ·-:. ~ChlOe a hwaDand aMi wif. holding a joiiW ~p. or any rwo 
IIGIUia! aciull CCf\MJ "'Oldiiu; l joifW ~p, and any pnrftsioM rcHrring 10 the 
rigill and liaoHit~e~ ~ !Nfllc«snio lftGII ~ equally with ,..._, to the haWcn of a 
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joint ~p. Without limiting lfto geMraliry of rfte .:oregoing, ~. effec of rhe 
heNiftaitw $fMCified ocrions by or in retpecr of lfto holders ~f o joint ~ttomi»ershio s'ftail 

be oa follows: 
(a) l'ho preteMe at o meeting of eitMr or both shall be regordea :ss :he presence of 

OM fMIIIW and ahaU CCNtsritute o joim wai..., of notiCe of the m"'ing; 
(b) The vote of either seporateiy or bolft joflnty shall conariruro one joinr vote; 
(cl A waiver of notice signeci by either or both shall co~tlriiVIo o joinr woi.,er; 
(d) Norio to either dlcdl constitute norice to bolft; 
(•I bpvlsiOft of either dloU terminate the joint men~bersilip. 
(f) Wilftcirowal of eilfter shallterm•nate rite joinr memoersnip. 
(g) Either bur nor borh lftCIY oe eiect.O or aopointed os on omcer ~r board memoer. 

provided rhar both '""' rho ~ual.ificorions oi swcil office .. 

Section S. Conversion of Mombe,...ip. 
(a) A men~borship may be convet'tta ·o : ;oint membersnio uoon rhe ..,,;"eft reavest 

of the holder thereof end the agreemet" ~Y sucil hou:ier ::na his or ner spowse. ;,r orner 
natural ociulr person living w1rft !lim or :,er, ~o comply with rho orrides ~f incoroororion. 
bylaws c~td rulet oftd regulatio~ts odoptea by the board. The owmonc:iing ewicence o; 
membership shall be surr01tderea and snail be reissued by rho Cooperative ;n sucil 
IIICiftnor 01 dloll iftdicato the dlang.O ~ttet~~benhip srorus. 

(b) Upon lfto death of either spouse, or otnor naturoi adult =erson. who is a CICrty ro 
rho joim !Mitlbenhip, such membership 511oll be "-'d soleiy by :ile survivor. The 
oumOftdiftg ~ttet~~bonnip cenificore shail be wrToftdered. and shoil be reissued in .such 
mattnor 01 dloll indicate the dlongeci ~~~et~~o.nftip status, ;:~rovided, however, tftat rile 
estate of rho deceased shall not be released from any debts aue the Cooperative. 

Secrion 6. T Ofl'lliftCitioft of MOiftbenftip. 
(c) Any !MIIIW 1110y withdraw n-om ,.,.oerdlip uoon comolionce with suc:n wniform 

terms oftd conditiOftl CIS rho boord IIICiy ;:lretenbe. Tho oocrd moy • by rho cmriiiCIIive 
vote of not lou than two-thirds of oil rile ~~~et~~bers of rhe board. eaoet any ~~~et~~Oer wno 
foils to comply wiril any of rho provisions oi rho crticiet of incorooration, Dy•cws or 
rulet cmd regulotioM odopNd by rho boorcl, but only if sud! II'IOI'ftOer silail hove o .. n 
given written notice by rile Coooerative that such failure IIIOKH him liable ro eaoulsion 
cmd sud! failure shall have conrinuod far ~ least ,.,. dCI)'I after sucil notice ..,as· given. 
Any eapellod memOor IIICIY be reinstareci by vote. of rho board or oy .. ore of lftO 

,..,.bert at any CIMVCII ot special lftMfing. Tho ~~~et~~oenllip or 0 member wilo .,as 
ceased to putdtose energy from rhe Coooerari•e snail be ccncetied wirhour M.lnfter 
notice unlou·rho board eatOftc:is rile ~~~et~~oersnip by rHCiurion staring rho spegfic rerms 
of rho fMIIIbenhip e•tOftliOft. 

(bl Upon rile witftdrawol, ciOOift, couotion of eaiiiOftCO or eaputlion of o -•· :he 
IMIIIborsftip of such fMIIIW shall !~pan lertninote, and tho oviCionco or -DerSftiO 
of such tnMiber shall be AlrT'Oftdorod ionftwilft to rho Coooerotive. 1'ermincrion oi 
-~p in any lftOftftOr sftoll not ro6eoso Cl INfllber or his OltDfO from ony CIObts aue 
rho Caop mi••· 

·S.C... 7. ,.... ol Electric EMfvy. Each IMIIIOor dloll, 01 soon 01 electric 
....tgy aha~~ be O¥Oilo0.1o, purc:ftase from rho Cooperative all eiecrnc OftOr9Y purchased 
Oft rile pNIIIilol .. fied in rho rnom0or's cortificato of !MfftDerdlip ond conrrad for 
Mectric ~. and shall poy tfterefor at raros which snail from filM ro time be iiaea b~ 
rile boord. It is ••prossly undonrood that CllftOUnts poia for eiecrric energy on eacets oi 
lfto cost of lerYico oro fvnlished by IIIOiftCien 01 capitol end eocil ~~~et~~oer snoll. :,e 
credited wittt rho capital so furnisMd as provided by those bylaws. Eacil -Der sha1l 
poy ta rho Cooperatt.o such lftinii'IIUIII amount regarcileta oi . rhe OIIIOUnl of eioetnc 
energy COIIIUIMCi, 01 shall be naed by tho board from titM to titM. Eacn. men:ber shc1l 
01610 pay oR other CllftOUfttl o-.d by hilw to tho Cooperative. os and wilen ltle same sl'lail 
becotM duo and payable. When rile !MfiiOer has IIIOfO than one service connect•on 

' from the Cooporarivo, ony pcr,-w by hoiM for ..,.ce from tho Coooorative sno1l ::e 
deemed to be al~ Oftd credited Oft a pro rata bosis to his ollfSfanding cccounn ior 
oil such sor¥ice cannecrions, •IOI•irh•a~oding !hot rho Coooerarive's actual occoun~~ng 
proc.durol did not reflect sud! allocarion cmd proration. It is Nnhor III\Oeraooo :n01 
rho Caap 1 cniwe shall make ell reasonable efforts to furnish its ~ttet~~bers witt! oceauore 
and d~blo elecrric service. ollftougil it cannot and therefore doel not guoranr" o 
continvaus ond unintemlptod supply thereof. 
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Secriea a. ,..., PNOuction a.y Me~RW. eacn ......-, for so long .,, suCh 

pret~~i~s en owned or directly occup.d or wsed by him, shall putdMne from rhe 
Coooet~ aU centrai IIOrion elearic power ond .-rgy purchased for .,.. on all 
pret~~ises to whiCh elecrric W¥G hoi been or Wsil be fumilfted by the Coop 1 ratiwo 
•irhin ;,. territory punuant to his ~. 11nieu and uuar to rhe eatent that rile 
Board of Direaon may in wriring woiwe such r...,....., Oftd tftoll pay rhereior at rilo 

riiMI, Oftd in occordonm. wdh rile rules, regularions. ORd raM scftedulea flfiCiuding Olflf 
lftOftriolfy llliniiiiUtft OIIIOUnt tftal may be dlargad withOut regard to rile OIIIOUflt of Nctric 
power and .,.,gy OCNGl.ly VMd) et~Gbiished by the 8oard oi Diteaon and, if in eifecr, 
in occordoace with the prowitions of any wpp......,. COftmSCI rilat may hove b..· 
enteted into as provided for in Anide I, Section l. Production or ., .. of electric eMFgy 
an SIICft pret~~ises, regaroleu of the source rileteoi, by rNOns of fociliriel whidl shoJI bo 
intercortneaed with C~oriwe facilities, shall be suojea io appropriate regwlotions os 
~·I be :iaed from rime ro riiM by the COOQef'otRoe. 

s.ction 9. 'Mrif1111 of Prollli..., Rosponubility Therofwr Rosponubility for Motet 
Tampering or Byposung and for tiM Domage to Cooperative Proponie11 btent 
of Coap•nniv• R...,.uJaility; l...,...ficariM. Eocn INIIIOer sllail cause all prem•••• 
receiving electric sorvice l)'lriiiOnt to his memoersilio ro =ecomo ond ro remoan 
..,;r•a in accordance wiril rho spocificori~ns oi ,,.. Norionol Elearac Safety Coao. 
ony applicabie sfOie cocio or local gowernmom ordinances. oftd of rho Coopero· 
rive. If the foregoi"9 IJ"Cificorionl en wariont, the ,_,. eaacri"9 ~ sftail. 
prevail. Each IIIOIIIOer sftall be r...,.a~ fM - ortd dloll iftOOIIIflify tho Cooper~ 
· · irs emplOy .... agents and iltCiepelldoftr comracon agoiftst doom, i~tjury, lou or 

resulting "om any deiecr in or i~ "se or moinronaftCe of - swcn promises 
wiring and op,arotuses COMIICted thereto or "* rl\eriQft. Eadl INIIIber lftoll 

coYOiloole ro rhe Cooperori¥o a sua10blo sire, os dltotlftinoa by tho Cooperative, 
wheteon ro piace 1"0 Cooperoriwo's physical faciiifies for the fvmisfting Oftd metering of 
eiecrric sorvice onci shall pormif rho Coo,;ororiwe' s 011rilorizea emoloy .... ogentt onci 
inci~enaeftt coMracton ro have O«lls rherero soieiy and wirilolll interference from 
hosrile d09s or qfty othet hosrilo source for rMfer reaoift9, bill collecting and for 
insoecrioft, maintenance, replac.,....., relocarioft, repair or discOftnocrion of sudt 
facilities ot oil reasonable riiMI. As part of rite COftsidorariOI' for .wen senice, each 
member snail bo rite Cooperatiwo. s bail .. of weft facilities Olld snail accordiftgly deiist 
from intetfering with, impairing rhe OJIO'otion oi or causing damage ro swcn facilities, 
and silall 1110 his best eifom 10 pi'OWOIIt Orilert from 10 doing. Eadt IMIIIbor shall oliO 
provide siiCil protective devic11 ro his premises, aoparatuses or "'erer bose os rho 
Coooeroriwe shail From rime ro rime require :n order ro arorea rite Cooperarr .. e' 1 

;:~nysicol facilities onci rlleir ooororioft anci ro prevent ofty intr.Ter•nce with or damage 
IO sudt facilities. In rile ......, lucft facilities are intetferea wiril, impaired in tlleir 
operation or damaged by the member, or by 011y orhet person whoft rhe member's 
reaso~toble care om:i sutWOillonco lftould howe prewe~tted such, tho momoer shaU 
illdemnofy rile Cooooratiwe oftd irs employ.... age~trs ana i~ent c:omrocron 
against deam, injwry, lou or damage resulli"9 ritereirom, incllldi"9 but not limited to 
the CooperoriYo' s cost of repairi~tg. replacing or relocoring 011y sudl facilities and ill 
!au. if Ofty, of revenues resulting from the foilwre or defecrivo hmcriofting of irs motOring 
ecauipmoru. In no ""'om dtall rile ~ility of the Cooperariwe for furnishing eJodnc 
..,.,ice eatoftd beyond the point of delivery. 

Soctioft 10. ,...._to Gt.d ea-.-.tl to C ; oeiwo. Eodt........, sfta!l. uPon 
being rwquesred 10 do so by the Caap• arivo, uec:u10 Oftd deliwor 10 me Cc p atiwo 
grants of ea..,.. or rigM-oi-way ..,.,, Oft and under sudllands oWftOd or looled by 01 

mongoged to the -oer. and itt accardola witft sudl I'OOIGfiOWo tonM Oftd CIOftdiriont. 
01 rhe' C:O..,erariwo sltoil require for rile fumisfting of eloctric .W:. 10 him. 01 Olhor' 
IMIIIben or for the canstrvcrion, ....... raail•aaa or ~ f:l the Cc a; atiwo'a 
-'oaric facilities. 

ARTICLE II 
RIGHTS AND LIABILITIES OF MEMBERS 

1. Property lft'terost of MondMrs. Upon diuolurion, after 
debts and iiooilities of rile c~ shail hove been paid; and 
capitol 1ul"'osilea tllrougit porronoge ~I have boon retired; os prowided by 

'hi remaani~tg property and ouen of the Cooperoriwo shall be dis­
among ·he ~....o.n and forMer ~bon ifl rile pro,ani~ft which rhe 

oggr.garo !*J0ft09e of ecxn o.an to rile tatal !'GfFOI'G90 of all mombon. 

.•. •. ..... ~4-.:· 

"~ .·~· : :-· 
.:;~ -<· 

•.. · 

.. · . -. :~.. . . 

.. ••.. •. ·- •• •• ·:- • .r- • 

.· ~-~/ ~:·· ~-=: .. ~·:: ~~-~i~~:~;\::.{~1_.pit~:: 



....... 

\ 
\. 

-:... 

·-.• .. •. 

s.a;.. 2. He~t-Uob~Hty f• DeMI of the Cooperative. The private property o; 

1M !MIIIOen dlall be ••*"'" fro111 e•ecurion or other liability for •he Oebts of tile 
~and ftO .....Oer shail be liable or ~onliole for any detm or liabiliriet o; 

1M COOf*Grive. 

ARTICLE Ill 
MEETING OF MEMBERS 

Sectioft 1. Aftftual Meeriftw. TN annuol meeting af riM !Mfftbers shall be held on 
rhe tourril (4tht Saturday of June of eacn year beginning with the year 1 qat at a place 
wifttin .,... C~arive' s territory designated by the Board of Oirecton. and which shoil 
tie clelignated in riM notice of the mMring, for the purpo .. of elecring ooard !Mfftbers. 
possiftg 11pon l'ef'am for the previous fiscal year and transacring such other business as 
mav come i:leiore rhe meeting. II \hail be the responsibility of the !:loard to maKe 
oaeauate cians. and pr~ararions for •he annual meeting. Failure •o ~aid :he onnua• 
meeting ot 1M desigftated time snail nat worlc a forfeiture or clissoiurion 0; !he ~perative. 

S.C.... 2. Special Meerintt•· Soecial meetings of ~he members may be called b,.. · 
·. re10iurion ·of the board. or upon wmten request signed bv any five (5) board members, 

by "'- Prestdem, or by rwemy.ftve percent (25%t or mare of all the memoers, and it 
dlatl thereuoon be the duty of rtle Secretary to cau .. notice of such mHting 10 be given 
as hereincntw proYided. Sqeciol meetings o; the !Mfftben may be held ot any place 
within one of the callllties setVed by tile Cooperative as delignateci :,y rhe board ana 
iftoll be speci;ied in the notice of the soecial meeting. 

5ecfioll 3. Notice of MemiMr's Meerintt•· Writt~ or printed .,ohce stating the 
place, day and hour of !he ,.,Hfing and. in ca .. of a special meeting or an annual 
meet~ng ot wftich business requiring soecial norice is to be tronsac:ea. rile purpa .. or 
purposes for whicft the meeting rs cailea, shall be cleiivered nor :ess •han fifteen ( 1 Sl 
days ,or more than forry.five :451 ~ays before the dote . of •he meeting, eitiler 
penono1ly or by mail. by or ot me direcrion of the Secretory, or uoon default in c:iury 
by :fie Secretary, bv the persons coiling the meeting, ro eacn memoer. If mailed, sucn 
notice shall be deemed :o be deliv..-ed when deoolired ;n rhe Un1ted Stores marl. 
oddres..a to the melllber at his address as it oopeon on tt:e reC:orcis of 1he Cooperarive. 
•im ooaroge rtlerean pl'ef'Oid. rfle iailure of any !Mfftber to receive notice of an annual 
or soecial meeting of the met~~ben sho•i not invalidate any action wilicn may be talen 
by •fie members or any sud! meeting. 

Secri011 4. 0UOfUflt. One l,undred ( 1001 members represemed in person sha1i 
consr1rure a ouorum for tile rronsocrion of all bus•ness, except thor o; the election oi 
direcron and except any sud! diaoosirion of property as set fo"h in Amde VIII herttoi; 

· provrdad, howe..er, tftat in the ·election of directors, a quorum would consist of five 
~ent (SlMit of rile total rnembershio o; tllit Coooerarive worft at feast one hundred ( 1001 
,......,. ,.,......,ed in I*"'ff at any sud! meeting. If leu than a quorum is preseM in 
penott at any meeting. a majonry · of those present ,may odjoum the meeting 
froM rime to titlle without futriler notice. · 

SecttoR S. Voriftw. Eodt !MII'Iber shail be enritled to one (1) vote and no more 
IIPQft each matter s.,Omittea too wore ot a meeting ohhe members; provrded, however. 
that in !tie 'lteCfioft of directon a !Mtllber may calf a numoer oi votes equal ro r11e 
IWI'RiMr of directors to be elected. The number of candidates equoi to the number of 
difeaors 10 be elecTed for rtle term \D«<fied in Section 2. of A"1cle 'V of these bylaws. 
At all me.riftgl af the met~~Ders ot whicft a quorum is pre...,r, o1l Quesuons shoil be 
decided by 0 VOle of a iftO!OIIfy oi lfte rnemb .. VOfing lfteretn in person or by prO.r.y 
tlkeot en Oltlerwi• Pf'O"ided by law. 1M certificate af incorporation o; the Cooperarive. 
or ,,.... oyi-s. If ony t- ncnurol adult persons hold o joint -Oet'Uiip, they sna•i 

'jointly be enntled to one (1) vote and ftO mare upon eacft moner suomined to a vote 
at a "'"""9 of the IMillben. 

SecrioR 6. Pro.-. At aU meetings of met~~bers, a member may vote by proav 
eaecvred in writing by the rnemoer. Slid! proay shall be filed with tl!e Secrerory oeior~ 
or ot 1M ri- af the meeting. No proay shall be voted at any meeting of rile memtlers 
..nleu it itlail deligftOte tile pamcuior meeting at wilich iris to be votea, and no proa-; 
dlall be voted at any ._nnq other than rhe one so designated or ony aojournment oi 
IUdl ,...... No l*tOft shaU vote 01 proxy for more lfton fiw (5) ~ fanduding Qll 

CIUIOIIIaiiC praay -.en ior a spDUiej ar. any -mg of the -.bers ond •lO prOAy •'lao: t:.. 
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valid after sillly (601 oays from 1t1e ciare of i11 eua..ioft. Proonded. however, lfiGt "M 

~ of any !MIIIOer sftall be d.....o auiOIIIalically 1t1e proay far an aOMiw ......-, 
unless IN -o.r ~ ~ lfte SpcMe 10 ocr 01 hia ~Yin writing .....,_ 
10 lfte Secretory of 1t1e Coo~ prior 10 1t1e den of rhe ~ ~ iM 
~ of 0 ,...,.... Qt 0 meeting of ,... ,_... Will ,...,.. 0 proay ~ 
uecured by .. and suclt ,..,.._. sftail be ....... 10 .,.. Of suca ......... ia ,... ...... 

......., Oftd wiltt rhe SG1M eif.a OS if he had nat ....-d 0 PfUY· · · 

Section 7. ACCMifttiftt SystHt oed I._.... 111e INMird sho'l co..• •o ~ 
esroi:llisiled onci. malflfOined o co~et• occOUIIring systetll •ilid'l, among oriler ~ings 
Olld suo jeer' 10 ODQiiCCOie laws and reguloriOM of any regulatory boGy, ~ail COitfOiftl 

•o such accounting sylfetft os lftGY from rime 10 rime i:le cielignoted by 1M ~omilliuratOt 
~f rile Rural Elecrriiicorion ~aministrarian of the United Stares of America. The :)001'0 

'"oil also oner ~Pte case of each fiscai year cau .. ro be mocie by o cenifieo ::~ualic 
occounranr o 'u1l ana :omoaere auciir of rhe acc:ounll, boou and financial conoirion of 
~e c~oe>erati .. e os :f ··he end of such fiscai · :-ear, A repon of sucn audir snaal ::ie 
suomirrea :o the memoen or the near following an11ucal meetU~g. 

Sectiolt a. Order of Bulilteu. The order oi butirtell Of !he annual meeting oi ... e 
memaers and, so for as possible, or all oriler meetings of rile memo.n. ,;,oal ~ 
Hlet'tiaily as follows, ea~r at orh-"e determined by rite !MfiiOen at IUCft meering: 

( 1) Repon 01t tN IIUIItOer of IMMOen present in Penoft i~ order ro deterMine lM 

of o Quorum. 
of rile !IOrice of rite meeting and orooi oi 1M due publicariolt « IWGaiitt«J 
waiver or waivers of 110rice of the meeti11g, os the co• mCr, be. 

of unaooroved rrtinvres of p,..,ious meerings of rite !Miftoert ana ·~~e 
rot~ing of neceuary acnon thereon. 

(4) Pre .. nrorion and considerariOft oi ret'Mtt of officers, '"'""' and colftlllirrees. 
(5) Election of !)oara memben. 
;6) Uniintshed business. 
tn New ;,usiness. 
(8) Adjournment. 

ARTICLE IV 
DIRECTORS 

Section 1. Ge-.aJ Powers. The ousiness ana affairs of'rile C~ve snatl !:)8 

lftanaCJea bl' a board of nine (9) OirKtors wilicft shall e..iercise oil of rile pawen o; one 
Cooperative eaceor such os ore by low or by !fte cenificore of incon)Orarion o; one 
Cooperative or bv "iiese bylaws conferred upon or relet'leci to rtle !MfiiOen. 

SectiOtt 2. Qucdificariona ond-r-.... iM persons named as direcron in !fie 

cerrincare or incoraonstion of the c~ sitail co~ the board of~ until 
rhe first Oll!'ual ,..nng or unril rheir succeuon ~~tall hO¥e b.... elecred and shatl hO¥e 
qualified. At each Clllftllal -ring ·of IN ..........,.. begiftfting with rhe .,_, 1 q•2. 
direcron shall be Mcred by ballor. by and from 1M IMiftberl as ltereiftafter pro10iGed, 

!O serve until ~e near annual meeting .of the IMftiOen 0' Uftfil their succeaors SIICirl hawe 
been elecrea ond snail ha .. • Qualified, subject ro the prowisiolts of rileM bylaws wtth 

respect ro lfte r4HI'Qvat of airecrors. No memDer silalJ be eligible to "-« te'Miirt o 
airK!or or h010 Ofty pos•rion of Ttull in rite C~. who is not 0 bona hOe f9lideM 
;n rile oreo s.,..,ea by l'fte Cooperan•e, or who is in ony _, employed by or fiftGIICiOiiy 
inrereued in Cl cornoering enrerpri .. or a business seiling -'erne energy M SUOOiies ra 
!lie Cooperariwe. ~r a bus• ness primarily engaged in seiling electrical or piUIIIOiftg 
appliances. When o memi:lenllip is hetd iotnriy oy Ofty rwo natural adutt per1011s, .. "*' 
Olte, but IIOT bC)III. "'Crf be eiected 0 director; prowicfed, ttowe.., that -"tet 01t8 silatl 
~e eiigrble ro·· :::lecorne or rematn a ditector « 10 hold a position of rruu in :tie 

Coooeranve uniess oorn >nail "'"r r11e qualificarions hereinoDo•e set fonil. Nor111ng in 
!his section COftla•neo Vlatl, or shall be COftarued ro,' oHect in 01ty lftQftfler whclnoeooer 
•ile validity oi an,. acrioft roaen or any meettng oi the board of ~eaon. 

Section 3. NolftimlriOM. It iiiOII be the 0U,., of the board of directMS 10 aoootnl, 
IIIQn soar-, :oJ1 :zo~s nor more rhan ninety (90) oays beiore rile dm. of ~ 

!II& "!'etnOen 01 •ilicft directon ate 10 be elected, 0 Co-ft.. Cit 

'an~>•il•ng or rnree (3) lftetnDen From each dismcr as.estoalisiled by '!line 

omcer at rnemoer li tile l:loatci oi Oirecton shall be oppomted a rnemoer oi 
sucil 0 COmmnree. -:'he COmlfttrtee shoil ptetM~te and poll Of the priltCipol omc. or !118 

Cooperative or eau :wenry :201 days bef«e !he meering Q liu ot nomanorion1 :or 
direcran. bur CIIIY. iifreen (15} .,. more ,.,...,.,. fro• cur; divricr ,.., 111011e orner 
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nominariolll from soid disrriCf ·n writing over 111eir signarures 1\01 less man fifteen ( 15) 
days prior ro ttte meeting end lfte secreta"' shall ::1011 rne same ct •ne same place where 
1M li11 of ftOiftiftariOM lftCICie ::IY '1'18 commi"" is oo11eci. ·The secreta,., snail mail ''"'h 
,. rtOrice of the mtieti..g :1 state!Nflf of the ,.umoer of airectors ro be elected and 
lftowi..g separa*y rite ~~ made i:ly ,,., comminee on nom•narions and the 

,..,...;rMiricNII made by perit'Oft, :f ~· Nothing co"'ai1180 her.,n 111011. however, prevent 
oddirioncll namifiCiti0111 •o ::~e 'ftOCie ;.om rile floor or •lte meeti..g of the members by 
........,.,. o1 me respeCfive :illfics. :he memoen :ftOY. or ::~ny '""ring at .. r.icn o 
:ftrecror Of cfitecran sloJatl :Se ·efl'~ea. CIS herttft :.Jore orovided. ~ect C SIICCtssor or 
IUCC8IIOrl thereto wtthout ::!!'OtiCI'Ct •ith the •:regoing :rov•sions with resoect to 
110fftift0ri0111. NorwiriiStano•"CI :""'"""CI ,, tl\is sec:on .;ontcu,.ea. •otivre to como•l' ""''" 
:sny of the proviSions or .,.; I.C'O" ·,nail nOT ::~ecr '" 0"" ,onner ,.iJauoever •l'le 

•01idiry of 011y electio11 :i ::•K"o•s. 
SecriOft 4. Repretentanon. ~ •• •err.ron. ·:: :e 1er,ec :v • .,., Coooerot•ve \"O" 

:e divided inro tl'lree iJI ::s·· ~s :r :•eos CI011nct: ;:s 'o•lows. 

Oisrricr or Area No. ~ · :=· :-e 'v: '" 
OisrriCf No. 1 sno•l :t ·•:! ::- =" of •ne :e,;.·<icotea :reo ~i '"• Carbon ?o ... er 5. 

:.:gm. Inc., thGI iies wes: :': ,.. :t; •n•ng ~~ ·•e -...c :or,.,er :r ·ow.nsn•o 22· N . Range 
a2 W.; thence soutn to •:"!e -..E :::~r"er or Townsn•o :oN., ~ange 92 W.; !hence eosr 

·o rtte CorDon ona ~lbanv :: .. ~·" •e: •!Jence IQv::o> ·o :ne Wyor•ung srote line. 

Oistticr or Area No. Z • : ".·.;o.:-:.n ana ~oc .. ~~~•'· 
Oiattic No. 2 '"ail :e ··o• ::o,. :n or tl\e :tr"•ncctea area :i ·ne Carbon Power d. 

:.>g"'. Inc., rhGI lies ,or.- :•: •es• :~ :a line :e;:,.,ong o• •f!e "'E 'orner oi T ownl/lta 
:oN., Range 82 w .. .,..,.:• eos: ·= ·~• SE :orl'er :ar Townsn•o 17 N .. Range 79 W. 

~eMe nontl to rne NE ·::r•er ;o.~; .. ntnto iS N .. ~cnae ;"Q 'N. :her~ce eosr to rhe SE 
cornet of Towitsntp ;Q N .. ~cr:;e :"0. W .. ·~ence :o :rte :o:o"" boundary or rhe 

:.,ificcted atea. 
Oisrricr or Area No. J · ...:r:111•e • :ney. 

Oisrricr No. 3 snou :t ·•:t :c~·on of tfle ;er-tncated ·area or the Caroon Pow·er & 
!.ig"'· Inc •• lftar lies 1011tfl ::oc: tas: :! a li11e oe«;:nning or '"• NE :orner oi Townsn•o 
22 N., Rong• 76 W.; "ftef'Ce sow:i-1 ·a rr.e SE :or,.., oi Townsntp 19 N., ~onge i6 W.; 

'ftenc:• well •o tne NW :or!"er at • :w11snio i 8 N .• ~onc;e 78 W.; rhence south to tne 
Coroon and Albany CCII""" ine: '!'lenc:e west OI'O sourh a•ong said counry line to tne 
'Nyomrng srate litte. 

rftere slolall b• three i~i :ir.eon eteefed from '"• ouaiifiea metftbers residing in eacn 
oi the above "01118C1 aismcs; ~or •!Je said thrH (J) directors in teen disrricr snail be 
eieCTed by quorifiecs memoen re~~aing in thor •esoecrive c:iisrricr, and no memoer · snari 
::1e permined ro vore for ony ClfeCTOn m,~n disrrtcrs wnicn so10 metftO. does nor resroe. 

Thor at rh• CIMIIOI "'""i"g :i "'• memoen he•d :an J11ne 23. 1958. one ( 1) direcror from 
each districr shall be tteeea for o :erm of one (I ) year. one ( I) director from eacn 

ciillricr shall be eiecred ior :1. rerm oi rwo (21 yean, o~d otte i 1) director from eoc" 
~striCT for a rn of""" ill yean; and the·sa;c, terms of said aireCTon or sard annua• 
meeri..g 011 June 23, 1958. lilaa.l be d.werminea as follows: Th• nominee From eocn 
~strict reoceiving rile higNSt numoer oi votes snarl be deciored eiecred for a rhree (J) 

year term; the seconci higne~~ fat a rwo (2) year tetfll; and tfle rherd ·highest for a one 

PI year term: ihat rilereaMr ad Cllrectan liloil be etected for a rerm of three (l) years 
in accotdance witft .... prowtliafll or rtris bylaw. 

Sect'- 5. Vacancies. SubjeCT ro the provisions of "' ... oyiowl with res!)ect IO rile 
removal ol dir.cron. vacancies oct~~rrirtg in the Ooatd of ciirecton snell be iilled by a 
majority -wot• of rhe 1'81110ineng dirwoon and oireCTon thvs elected shall serve 11nril rile' 
ftUf annu«M meeri..g oi m• memoen or vntil their successors ~~~ have been elecred and 
~Mill howe quoiified. 

s.t'-' 6.. C:O..ep -iccat ~. Dncron shall, as determined by resolution 
:af me Board of Oirecron. recti- o .fiaed 1 ... whtcft moy inctvae insurance benenrs, for 
Cl!ritfldi11g ~ of me ioard of OireCTon and when 111cil ;,a, had the prior aoprovoi 
of the Board of Oirwoon. for rhe performance of orher Cooperative bvsirte~s. Oirecron 
.snail olsa recei- actwanar r•u or reimbunement of any travel and out-of·ooclrer 
eapen181 acruaily, n8CftiOriiy Clfld reasonably incurred in ;Mriorming their dvties. No 
oireCTor shml rec..- COlli oensoriOn fat serving •h• Cooperorrve in any otfler c:o~OCII:". 
·"'r shall Ot'ly dote ,..,_ oi a direCTor reoceive comoensariOn for serving •ne 

Coooerarive, vnleu rhe ~"'- cna omovnt oi svcn compeftsation shall be soec,fico•i·, 
CNfhorized by o wore of lfte "*"Get'~ or 111ch payment and amovnt shoil ~ specoiico•iv 
outhatized by rhe Board of Dw.crors vpon their certification of svch os on emergencv 

"'lttCSure. ~. '""' I! lii"'t"tor - is also - officer of the boord, and wrtO as sucn 
oiMer performs reguior oi _.oaic :luties of a svbsronr•al narvre lor tne Coooera11ve •n 
irs fi~ affairs. may beciMIIOellsored in sud! amou"' as 1nad be fi•ed a.na aurllortzeo 
ill odwollca of tudl .... by,.. loard of Dnaon. 

l6 
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Section 7. leMOVOI of Directors by Meta..,._ Any -o.r lftOY bring one or 

more d'largehl for gocid COUM againll any one ar_mo,. director(•) cmo '"Y reQUeSt the 
removat Of sudl airacrortsr by reason rftereoi by h"Jiftg with rhe Secretary sudl dtarge(s) 
in writing, !OCJetMf wirh a petttian signea by nor Ins r~ta~~ rwenry-five pen:ettt {25~) of 
the rilen·rorai memoers of rhe Cooperative wftidl i'elition coils for a special member 
meenng rtle uared pllfJIGM of which ~il be to hear and ocr upon such dlarge(s) cmd. if 
one or more direcron ore recalled, ro elect their wcceuor(s), and whidt specifies rhe 
place. :i,. and date rtt.eof nat IGGIIet rilan fifty (501 days afret filing of such petition. 
each ;~age of :ite petition ~II. in ttte fore,an therea;. State rhe nome(sJ. and 
OCarentesl of tile IMmOet'(S) filing illcft :Jtarge(s), 0 "erbarim UQteiMftt of such 
:nargeisl ana :he name(s)of rtte direcroris) against whom s11ch charge(s) •• (ore) being 
'ftOOe. ~he perinon sitotl be signed by eacil. INIIIDet on me some name 01 he is billed by 
~ile .:~oaerati"e ana snail stare rhe sig:tatory's ac:ldrns as the some as ir oapeors on 
iuc:~ ::::nlings. Nonce of sud! chargeisi •erOatim. ~; •he direcrorh) agornsr wnom rhe 
:norc;eis) ho"• ::~een rnocie on.;t rhe p11roose o; ·ne !11eettng shail be conrarned in rhe 
"'nce o; ttte ~t~-ng. or seaororety notrced ro ri'le ~ 1101 leu rilcm fifteeft ( l.Sl days 
Otlor ·o rile rnemoer "'"ring or whicil •ime •ne rnaner wiil be acrea uaon: Pro,•Cied, :hat 
·ne :.otice snail ser ionh (;n olphaoencar oraer) onl" rwenryo (201 o; :he nama of rhe 
lftellloert iiling one or !ftQre cnargn if rwenry (20) or moN rMrnOerl file 1M 101M dlarge(s) 
ogarnSf lfte ~ ciirwaor(s). Suc:ft dir'Kfor(s) sftail !H inionMd in wriring oi rfte charge 
aTr.r :irey hove 0.. wGiidly filed and or lecnr iony.five (~) days prior 10 !fte !Mitring oi 
.!he rnentaers Qt wilicit tfte dtorgn or. 10 oe ~--. and Utall howe Oft ~iry Qt 

'"'e rneenng to i:le neara in penon. ·by ..,icietlce in rnpecr oi ,,. cnarge{lj; and rhe 
bringrng •lie d'large{s) snarl ho¥e rtte some opportuniry. i:l111 musr oe heard 

q11nrion oi.rhe remo,.ol of sllcil airecrorisl snail. set:torOfety ior eacn ,f more 
has :~een 'ilarged. be conl!aerea onci .. or.a uaon or sucn rne.ting, and any 

crearea ov 111d'l remo .. ai silarl be filleci by .. are of rhe me,.aers or s11cn ,...,ing 

•nno111 comotiance ··urh rhe foregoing i)ro,isions '"''"'· resoecr :o no,.onaricins. ucear 
•nor t'IOmanorions ll'IOII oe :'!lOde from ·ile 'loor: "'0¥idea, !hOI •;,e QllelfiOn at !!oe 
"efll0"01 Of 0 Oirecor snail not be YOieG \lOOft Of :al ;;nans some ... tOitnCI •n IUQgOrt oi 
-ne cnorgeul .lgoanst irim shatl ho"e OMn ornentea gurrng the ~t~Mfong •hro11gil oror 
naremenrs. :ocu!Mftrs or orh-iM. ~ ,_ry.....Cea oi;ecror snoai oe '•om or wirh 
•esaecr ro rile some ;:lirectorare Oi~triCT os was rne oorecror whow oifrce 11e "'"eeas ana 
snarl se"'e •lie uneaorred ponion of ltre remo...a airecror's rerm. 

ARTICLE V 
MEETINGS OF BOARD 

Section T. llegular Me.ting1. .l reg11ior -·"9 ·of rtte ooara \norl ::ut ioreid 
... irllour norace, ;mmeoiotely orrer. and or !he some ;,ooce as. the oJnnuaa "'"''"9 oi rhe 
~Mmi:lers. ~ reg11ior meeting of rhe ooora snarl otso oe held monthtl at s11cn "me and 
place wrrhin =ne oi rhe counrin served by !fte Cooaerarive 01 dnrgnoreci bv rhe board. 
S11cn reg11ior monr~~ly -nng may be neld wirlro11r notice other ·11on sucn •e\Oi1111011 
ti!ling rite time ana place rhereoi. 

Secrioft 2. S.,.aaf Meeting. SOitClal "'""ngs oi rite board '"Y be called by rhe 
President or by :ny fi,e tSI boarci rnet'IIOers. and ir snail lftere~~pon oe tile d11ty of rhe 
Secretory •o :auw noticlt of s11cil meeting 10 be g;,.,. as ioreretnafter :::~ra,icied. The 
i'r~t~aCzent or oaara -oers calling :ile 'IIWting snail fia me 111M. and ptace for :he 
!'rotoing o; ~:~e ~t~Mrrn9. Special mee11ngs. upon aro0er 1101ice, mo., oiso be heid voo 

•ereQhone coniltl'enc:e coil. wiltrout regard ro rhe xrvai location oi '"• direcron 01 the 
111M o; 111ch a reteonone conierence meeting, if all r11e oirecton consent r11ereto. 

S.Crion :J. Notice of Board Meetings. W~ !'IOrice of -M •imtt, place ond 
ou'l)ose oi any soeaat lfteellng oi rhe Oacltd snarl be deli,ered to eadl board membet 
ttirher !)ersonaatv er =v mori, oy or or rlte direcraon of rtte Secretary. or 11oan a defa111t in 
d11ry by •he Secretary, :~y •he Presadenr or rile board member coiling the "'"ring. If 
maaled. iiiCn .,otoce snotl ~. :leerneci :o iM ~eli,erea when deoosirea in rtte United 
Srorn mail .:aares..o to rile :~oarci memoer or 11is ocioress as ir aopean on ri'le r~~eords 
o; rne Cooo.rra11-e ... irn po11age anerean pr~id. or least five (.S) cays beiore :he dare 
•• ior rile meeunq. · 

.a. Ouorulft. ~ motori"JJ 0; rile ooara shall con5titure 0 QuOfllm, ::::ro .. odea. 
"lion s .. cn "'C!Orll~ ~~ !lilt oooro os preMnr ar said mN11ng. oJ rna1oruy oi •ne 

ornent ~., .laiourn .,. '""'"'9 irom rime 10 filM; QIIG aro,oaeci furmer. !hor r11e 
Secrttrar~ snori "O"i" :n., ::tbsent ooard memoe" of tlte rime ond place o; such 
oaiournea ~eent~t;. •I.e ~CT oi o :~~aroriry of tile ooara members pres.,, 01 0 rneerong ::n 

wntcn a Quorum '' ;re,•nr lnatl be tt~e acr oi lfte ooora. •a<epr at or11erwise aro .. •a.O '" 
rftltMby1aws. 
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ARTICLE VI 
OFFICERS 

j$1 

s.a-. 1 ........... The oiRcen of me Cooperarive dlall be a President, Vice 
Prwsident, s.cr.a,.,. TNGIU,.., end sucn Orfter offiain es may be determined by -he 
board from time to titM. The offices of Secretary end T reawrer may be held by rhe 
..... penoll. 

S...... 2. llectiM.,... T.,.,.. of Office. Tho faw oHian named in Anide VI, 
Scrioft 1 ahaU be elecred by secret written ballot, =mtUGlly end withcMn prior 
nOmination, by end frOftl me Board of Oirecron at me nrsr meeting of t~e board held 
after tho altnuaj lftMiing of me tMift~en. If the election of sucil officen shall not be ioe~d 
Clf sud! meeting, it sftail be ;,e~d 01 soon tiloroafter 01 is convenient. eacil sucn officer 
sitall hold office unril me nnr meeting oi the board foilowing ~he next succeeding annuai 
meeting of me montoen or :.~nril his successor shall have bHn duly elected ana shall 
!,ave qualified, suo!ec ro rne !)revisions of !;,e b'!'lows .Wirl'l resoec:t •o rhe removai oi 
airecon and to the remo .. al oi ::~ificen t:ly !he aoarci ~; Oirecton. Any otller officen 
rf.ay be elecTed by rl'le :)OOrQ from among such :)enons. ~nci wirll such ririe. !enure. 
responsibilities ana auft'onties. as rhe Board of DireCTors may from rime ra rime deem 
advisable. 

5eerielt 3. I...,.. of OfRan aM A...,.. by the Board. Any officer or agent 
elecred Of ajlpointed by lfto *'d may be remeved by •he board whenever in ill 
iudgiNftt me best i!IIWOIII o; tile Cooperative will be served :her~y. 

Sectioft 4. "-icMttt. ilte President sha1L 
(al bo . me principol executive oificer of ·rho Coooerotive, and unless orll-ise 

· dotwtftined by tho montoen of rhe board, sitail presiae or all mHtings of rho memben 
and tho board; . 

· (blsign, wim· rile Secretary, .... idoncn of tMiftbenilio, !he issue of whicn shail have 
boon autftorized by rho board or rile memoen, and may sign any deeds, mangages. 
deeds of trult, nares, bands, conrrem or oriler instrumentS authorized by rhe board ro 
be eaecuted eacettr in caMS in whidl rhe signing :nci execution thereof \hail be 
e_.,resaly d~ared by rite ooard or by rh ... byiaws ro soiM otller officer or agent o; 
rho COOfM'otiVe, or snail ~ reQyireo by law ro oe orll-ise Signed or ltllOCIItecl; :nd 

(c) in gonral periorm ad durios incident to rho omce of President and such oriler 
dusios es may be prescribed by the board from time to ti1t10. 

Secrion 5. VIce Prnidom. In the absence of !lte .,resident, or in the event of l,is 
inability or refusal to aa, ~lie Vice Prosidenr snail ooriorm rite duties of the President. 
and wilon so cering silail ~avo aU tile powen of and be subject to aU the restrictions 
upon tllo President. ilto Vice President silall also por'orm s11cn orher duties as from rime 
to hiM 1110y be ass.igneci to nitll by rhe ooord. 

Section 6. Socretarv. TM Socrorcry sl'lall be r_.,onsible ;or: 
(al lceoping tile minures of lfto lftMiings of the memoen and of tho board in book• 

prawided fOr that purpose; 
(bl seeing that ail noricel or. duly given in accordance witll rheso bylawt or as 

reqWed by law; 
(q rho safHHOing of rile ca,arate books and re:c;ores and the seal oi tPIO 

CootMrative and crifiaing lfto seal of me Cooperative to documenf1 on wnich it is l1t9o•l'!' 
11«01sery or epprooriate ro crifia tho seaj and upon aurllorizOTion by the board; 

(dllc..,U.g a r1t9isror of lfto nomos and post office oddRsses of aU members; 
(ejlceoping on nle Clf all riiiiOI a compt ... copy of "'- cortincQfe of incorporation and 

bylciwt of me Cooporarivo COMaining all amend-IS lftereto (..;,hich cooy shall alwovs 
be o,Mft to tho in.-cftOft of any IMfllborl and at tho eaponse of the Cooperari.,e. 
~ng a copy of rhe Qyiaws end oil a~monft thereto to any member uoon 
r.quo~t;and 

' (f) in genoral porfomring oil dutiet incidom to me office of Secretary and such orher 
duties 01 from rime 10 filM IIIO'f Qe euigned to him or her by rhe board. 

Section 7. TreasuNr. ~e Treasurer dlall be responsible for: 
(al custody of all fvnas and securitift ol tile Cooperative; · 
(b).rho receipt of one •11e ;ssuance of recetOIS For 011 "'onies due and ooyooie :o ·!Ole 

Cooperative ond for !PIO oeoos.ir of all sucil manios in r11e ~ame o{ tPie Cooperar•ve ;0\ 
sucll bcmlr or benlcs 01 sitoll be seiocred !n accordance wilt! rl'le provisions o; ~!'lese 
b.,tows; and · 
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:cl ~ geMral ::)ert~lftOno of oil rhe duties inodeftt ro rhe office of T reaaurer and 

1udl oriler ~uries as from rime ra rime lftCIY be a11igned ro him Of her by rtte board. 

Secrieft 8. ~. 1M board may cqlpOiftt o lftOnager Who lftOY be, but who 
U.CII nor :::~e rttQwartd !O be, a -bar of rhe Cooperari•e. 1M lftOnoger ihall perfon:w 
liiCh dulles and 1had eaerci1e sudl out+torify os "'- boord may from ri- ro ri- ""' in 

~m or "'•· 

Sectiolt 9. loflde of Officers. The T reaiU'er oi\CI any othef oHictr or agem ot rne 
uooeronwe .:nar~eo wtrh lftPO"llbiliry fOf rhe CuUOdy ot ·any of '" funos or propet'ty 
• nan :e :::10naeo " wdt ~~~m and watt. lU(h llllety as rne ooard 1t.GII oerermtne. The 
::1ocrc n .• , ll••crr.•on "~OY oliO reqwore ofty otiler otftcer. ogenr or emuro.,. oi rne 

Cooc•'~''"" ro ::lot :onoecl. '" •vdl omovftr .:and w•rh such 1urety a• •t ~11 oerermane 

Sectioft 10. CompeftiCirioft, ·The powers, duties and compensotron of oiflcers. 
ogenrs ~nel ema•o•ees •neil =• ii.aeci by rhe t:~oord 1wbject r.o rhe pro••saons .,; r11ew 

::1vrows . .,;,;.. •esoel:' !O como-nsarion for a board rttemoer and clo1e i'etari•es o; a 

b~oro '"""'cer. ~;,, Cooaerorrwe shotl•ndemnafv areMnt and former oirKTcn. ::~;ficen. 
oncrilaing •ne Geroeror .'-'onager. ::~genrs and emplovees and "'ay pwrcnase •nsuronce ro 
:over li.IC.., oiiOelftfttriconon, OS pro•ided '" ttte Wyoming Business Corporolton ~cr. 
W'!'0"'"'9 ~rorurM. Secrion 17ol-105.1. 

Section 11. It aport~. ·The oHicers of rhe Coaperoti•e shall submtt at eadt annual 
!ftMiing oi •he -oars repo"s co...nng :he busanesa of rhe CooDet'oti•e rQf rile 

aot.~s io;scor· ,ear. Sucil repons shall set fontt rhe condition of rhe CooDef'ori.,. or rhe 

'"'" iiscor year. 

ARTICLE VII 
NON-PROFIT OPERATION 

Secti01t 1. l~tMrest 01 Dl¥idettde Oft Capitcd Proftibited. The Coa!Hrati•e shari at 

all ''"'" oe operOTeci on o Coaperari•• non-pronr basis for rhe'mvtuor benefit oi irs 
rttemcen. ~o interest or di¥idends snail be poici or payable by rhe Cooperotrwe on any 
copatai ;.,rnisilea =y irs rnemOera. 

Secti01t 2. PatrOftclge Capitcd irt COftftecrioft witft Fvmishi~tg Electric hergy. 
In rhe fumtsning :~i ••ecrric: energy !he Cooperori•e' s OjHrorions sitail be iO conoucred 
~hor all "'""'oen. •iii rttrough· rheir patronage furnish copttol for rhe Cooperative. In 
order •o inawce aorronage and ro ·osaure :hot rite Cooperative wiil operate ::~n a 

nGft-9'anr ooais :11e Cooperori.,. is obligated to oc:ovnt on o patronage oas11 ro otl '" 
-aen ior orl omovnta received and recei•oi:lie from rhe furnishing oi etKTric energy 
in eaceu g; OcMrQrtng COifS ond eapenMI properly chorgeoole ogoinsr me ~nishtng Of 

eiecrric: energy. ~. iormula fOf detemtimng me amount of such patronage capital for 
eadl IMfftaer snail be determined by lfte Boord of Oirectan. All such ornounta in eacesa 
of operotrng 'om and eapen~e~ en the lftOIMftt of receipt by rhe Cooeterati¥8 oN 

recei•eci "''"' rtle 11ncientanding rftat they ore furnished by rhe -ben as capiro[ 1M 
Cooperative is ooligoted to !XIY by credita to o capitol account for eadl IMiftber all 
such olftOunrt in eacesa of opercring cosn and upen.... The boob and recorda of rhe 
Coopennrwe shari 0. set 11p and kept in such o manner ~Of cit lfte end of eadt l;sc;ol 
yeor rite omovm oi capiral. if any, so furnished by eocn inernber ia dearly r.Hecred and 
credited :!t ~" ooorooriate record to the capitol oc:c:ount of each I'MiftOer, and rlie 
Coaperonve snon w1thin a reasonable rime oiter rhe dole of the iiscal yeor notify each 
fll8lftiMr ai !lie amount of copiral so credited to itis account. A11 such ornovnta credited ro 
rt.e caoiror account or ccany memO. shall ha•e the so- sratua os lftough they had ~ 
paid 10 ure mefl'la« in cash in punuono of o legal obligorioft ra do so Cand rite IMftiOer 

had then rumtSMG :fte Cooperari•• correspanoing amounta for capiroi. 
All orner ornovnta recei•ed by the Cooperari•• from ita operations in eamu of cous 

ana eaQotn~es :~natl. insoior as permaned by low, be (ol wsed to offset any ios~es 
incurred avr•"9 r~ c.wrrerir or any prior fiscal year o.nd (b) to the •• ...., not ftMded for 
rhot puraose. ::~aloc:artd ro irs -oen on o patronage basis and any OlftOunt so 
olloc:area sr.oai i:e ·:"~Ciwotd 01 pan of the copital credited to lfte oc.counta of -o.n, 
OS herean =ro .. C:ee. · 

eve~r oi :i11olutron or liquidation of lfte Cooperati•e, rhe Coooeroti•e will firu 
~""'t:"Otng :naearednesa of rhe Coapercr.i•e prior ro •he retiring of 
;:;o.::t :~edits. :l~JISionaing capital credita sitorl be retired watftOUT prrorary 

rota ::los•s l).;ore ~ny payments ore mode an account of pr~ rigitta of the 
lft8ftt0en. if, at on¥ 'ime prior •o rhe diuolvtion or liquidohon, the board~ oetermine 
men .... iittQnUQi ~o..~.~irion ..,f th.t C;.op¥ati•• ··ill~' be :mpcited ~ .. ~,.. !M ~~~!~! 
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Cf8dired to memben' accounts may 1M retired in hul or in pan. Any such retiremet~ts 
of. capital shall be IIICICie in ord• of priority rhat 'he board of directors detemtines 
opprot~riate. The Co)Cipetati,., beiore retiring Oft'!' copirol aedired ro any memow s 

· aCCDUIIt, shall deducr tftereirom any amoullf o~ing tly iiiCft memow to me Cooperati••· 

NorWiril~~anding any ottlet proviliofts of rhe byiaws, if any rnember or 'ormer 
.......0... fails tO daim air, COsft reti,..,...,.. of CGJ~ital CTMits or oril• payi'Mftt from !fte 
Coop ~rari•• within rwo yean aitW pa,.,..... of the SOIN has """ mode availaa•• !o 
him by notice or checil maiied ro him at his last odclreu fumished by ,im . !O ·l'!e 
~,.. such failure sitall be and COftlhtures on irrevocaole ouignrnem and ;1;, cy 
sudl IMiftber of sUdt caprtal credit or orh• paymem !O !i'le Cooperarive. Faio11re ·o 
doim any sud! paylfteftt within rhe lfteCining of rhis section sha1l illdude rhe fau11re cy 
such lftetftb., or former lftemo• 10 coslt any check ~~ied ro him by rile Coopercn .. e or 
rhe last address fumishea bv him ro rhe. Cooperorive. The curgnmenr ana gin orcv·cec: 
for 11nci., this section snail become e;fective only 11pon ri'le eap~tar•on of two (2) ·,&an 
from rhe dare when \11C11 cayment was made owoaiaaie ro such '"emoer or ;:r,.er 
lftetftber without daim th•.for and only after rhe fvrrtter eapirarion of sixty (001 :cvs 
following the giving of a nonce by mail end puoiiccrion rllar unless such pay"'•"' · s 
claimed wirilin said sixty (00) day period, sudl 91ft ro !he Cooperative shall :eccme 
e;fective. Tlle ~orice by moil !lerein provided for snell be one (I) ma1leci :v . .,. 
C~ative 10 sud! IMfftOW or fonNr member at me :asr ilnown ccidress and me ,CIT'ce 
.!:ly publication shall be rwo (2) cansecvriv. inserrions ;n o newsaoaer circviat~ng ·n ·~• 
service area of the COCJ~ve. The siaty (OQ) day period following the grving Of SIICII 

nOJice shall be deemea to terminore after the mailing oi sucn notice or siary (001 =ays 
Following me last .date of ;:aubiicarion thereof, whichever ;slarer. 

Said funds ore to be 11sed, ~ rile discretion of •iote aoara o; Directors. to promore 
educational programs ana orowide scholarships for sruoeftrs in Coroon · s service ortte. 

Capital credited to rne account of eacil lftetftber snail be onignci:lle only on ri'le :ccu 
of !he Cooperative p~·rsuonr ro wrirten instruction ;,om !ile ::nsignor ana :nov ·o 
successors i~ interest or sYc:cHsors in occupancy in all or a ~en o; sucr1 me"'oet' s 
premiset served by the CQoperorive 11nlesa the boara. aCYing under ;:aolicies o; ;e!'!e•:1 
appl~ation, shall determine alh-ise. · 

Norwittlsranding any other provision of these bylaws, -fie i:loard at irs discretion. s~orl 
have rite power at any tirne ~ooon the deam of any ,..,.i:ler. ;f '"'• legal •eoresenrCTtv'!!s 
of his estate shall reauHt in .,riting !flat the caoitci cr.eciired to any such lftemoer :e 
•etrred prior to me tirne siiCft capiral would om-ise oe rerirea 11nder rile prov•s•o"s :; 
these byiaws, ro retire cgoitoi· credited ro any sycn :'lletftDer "'pon sucn !erms :"a 
conditions as rhe boaro, ocnng 11nd• policift of ;enerai oopiication, and '"• ~a! 
representarivft of such "lltfl'loet's estare shall cgr" 110011; ;:arovided, i'lowever, ·:-tar • .,. 
financial condition of the Coooerarive will not be imooired rllereby. 

The lftetftbers of the Coooet'ative, by dealing ·with rile Cooperative, adcnowieage ''lat 
the rerms and provisions of rile anicle. of incofl)orarion and bylaws shari constitute cnc 
be a conrracr berw"" the Co0perori•e cmd each memoer, end bom the Coooeranve 
cmd the lftetftbers are bound ,by sudt comracr, as Mly as though eadl member ~= 
individually signed a separare insrniiNftt containing such rem~~ and provisions .. ~ 
;:arovisiOM of this anicle of the bylaws shall be collea ro the artenriOn of each memoer o; 
me ~rive by pasting in o conspicuous place in the Cooperarive's office. 

ARTICLE VIII 
DISPOSITION OF PROPERTY 

Section 1. The ~ve may not sell, lease or ottlerwise disoose of ail or anl' 
substantial portion of· iti property ""less such sale, :ease or other disoosirion is 
authorized at 0 meeting of rile lftetftben rilereaf by !he amrrnorive vote of not less ~an 
two-thirds of all of rhe INIIIberl of r~e Coo9erarive, and unleu :he norice :f s;;c:~ 
pryosed sole, leased or other dis.,osirion shall have been COfttained in rhe notice o; ·ne 
meeting; provided, however, !hat notwithstanding cmyriting herein contained, !he !)oara 
of the Cooperative, without ourftorization by rile -bers thereof, shall have ~.1 

power and authority ro authorize rhe eaecution " delivery of a mortgage or 
mortgages or a deed or Oeeds of trust upon, or rhe pledgin9 or encvmbering of, :nv or 
all of the property. auem. ri9h11. pri•ileges, licer~ses. franchises and oermirs a; ·!le 
Cooperoti,., whetfter acquired or to be acquired, and wherever situared. as wetl as :O.e 
revenues and income th•efl'am, oil upon sudl ;.,.. and conoirions as rhe boara snc1i 
derermine, to secure any indeOtedness of me Cooperanve. 

S.C.... 2. No sale. :ease, lea ... sale, exchange or orh• disoosirion of oil , o 
'uottGMinl portion of rile ~ori,.'s ossesll to o~ oriler ~ sftail be a11rtlori:ed 
eacept in conformity wim the follawing 
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(a) If ~ Boord of Oireaors I~ wtrh fcmJr upon any pr~sal ~ suc:ft SOle, lease, 

!ea ... ~. eacnonge 01 oriler dia,otiri011, it sMU first cauM rhr" (3) i~ 
aoprailef1, taoeft in wen nicmen, tO rend• fMir individual ~ aa fO lfw value of 
!'tie Coooerori,.. with reapecr to WCI'I :1 sale. lease, lease-sale, udlange or oriler 

cisoosirion GftCi as ro any other renns and COftCiirioM wftich lftouki be considered. The 

rh,.. il) sucit appraisen shall be ciftignar.O by a reaideM Oillricr Coun Judge for rite 
Second Jvaiciai Oillrict, Albany 01 Cor0on c:.o...y, Wyoming. If sudl judp refu ... ro 
mca&e .uCft delic)narioM, 1t1ey shall be made by !fte Board ai Direcron. 

(b) If :fte iloard of Direcron, after receiving sud! ~praiiCiil (and other .tenns and 
COftCrition1 -,.llicft ON recomiMI!deG, ;f any), cielenftines rftat me praposoi silould be 
s11i:lnnlfeG for cansidetarion by rhe :Mt~~ben, it shall first giwe ..,ery other electric 
IMI!'eter1nio cooororion co~ratety sired. and oaeroting in ri\e nate (which has not 

made '"c:~ on oiftr ior sucn sale, !ease. iea ... sale, eachange or other dispoaitionl an 
~oponvniry !0 suomir comoering prooo~als. Sucn. opponvn•ty shall be in rite form of a 
wrirten notice ro 111ch eiecric: mtmbennip c:Ofl'Orations, wltich norict shall be attaciled 

•o a CODY ~r ~Itt l)roposal wnich rne ~oeroriwe ilas already rec;etwtd one a Copy of 
mt reQon!sl or !tit rhrH (J) O!)proisen. 'sud\ tiectriC lftet!IDersilip COtDOrotions shall be 

gi-..n not itu rllon rnirty (JOJ cays dYring wilich ro s~o~bmit competing proposais, and the 
ocvaa minimum !l)etiod wirilin whidl praposais oN to be 111bminecl snail be stated in rhe 

wnnen nonce ~o rhtm. 
;cj :f !!le ::~oord rnen o.,.,.ines lflat foworoDie consideroti011 siso~o~id be giwen to ttte 

'nnio1 or any subsequent proposal wnich has i::IMIIwbmintd ro ir, ir shaU so notify rhe 

11emoers. uort~~ing in derail eocil oi any slid! ~sais, and snail call a ~ol 
'!leering or !ne memoen lor consiar.otion !fteNoi wnicft ~ng shaiJ not be held 

'!'tOn one h~o~ncirtd . eighty ( 180) days after rhe giving Of Slldt naric8 IO rile 

~rowicied, lftat c:onliaerarion thereai !:ly rhe memoers may be giwen at rhe 

l'llefftOet "'"""9 if the ::IOCirci so aetenftines al'ci if slleft amt~~ai "'"'ing is 
sooner ~nan one h11ndred ·tigMY ( 180) days a~ the giwing oi siiCh norice. 

(a) A.nv ;;~ iSOJ or mare memDerl. !:ly sa petitioning rhe l)oara nor 1111 rhan thirty 

(JO) ~oys ~tior ro :he , ciate of sucn special 01 aMual lltMfing, !ftOy cause rhe 
Coo~eratiwe. ..irh rhe cost to be bome ay 1ttt Cooperori,.., :o mail ro all members any 

ooposing or oarernarive 0ositions wlticn rhey lftDY have to tfle praposala rtlat have been 

wbrn•nea or anv recommet~aotions tftCn rtle DOOrd has maae. 
ihe rorf9orng prowisions sttall nor aoply ro a soie, lease, lea ... sale, tachange or 

other disoo11rian ro one or mare omer eiecrric mem~ip corporarions ,f rite silO­
, stannve ef+.a ~ereai is ro merge or tansoiidate wirh IIICft orher one or more electric 
~oersn•o coraororions. 

Section 3. ihe Co0oerotive may I'Of tte oiaolved taceo; at an annual or special 
!'lletllng COrlea ;n CICCOtdOnct Wtlit 'ft... byiawt at which IWOolllirdS Of me total 

_.,.,snio oi tne Coooerati•e wates ior dissolution. 

ARTICLE IX 
SEAL 

The Corporate seal or rhe CooperaliYe lftoll have inauibed tllereon rhe name of ,.,. 
Cooperan...e and :he words "Corporate Seal, Wyaming." 

ARTICLE X 
FINANCIAL TRANSACTIONS 

s.ctioft l. (!ontractl. fAcept OS otherwise prawidecl in th- bylaws, the board 

may olltllonze o,.., oriicer or oificers, agent 01 ogen" to emer into any canrraa or 
eaeane onci otii,.er any insrrvment in tfle name and on behoif oi, the Cooperative, ond 

sucn a~o~lftor•ty mov oe gentrai or conMeci to rnlfaftCft. 
Secri- 2. CMc.b. Dnrits, etc. All. Cfteclts, drafts, or onier. orders for rtle payment 

of .'110,...,, ano o:l norn. boncis or otlter ..,;dences of ind.Otedness isslled in rhe name of 
rite Coooeronwe Ularl be s•gned onciior c0111ersigned by wc:ft oifictr or oificers. agent or 

ogen"· elftOIOVH' ~, ef!IOIOY..S of'"- Coooeratiwe anci in wen-- as shall from 
~ime ro rime :e ::e•ef'rnrnecs !)y •t~olv,_ of rile board. 

s.ctioft 3. Deposits, ln-.tiNftt'l. AU funds of the Coooeroti,.. shOII be ~sited 
, noo i!IYMftd from rime ro ,,,.. :o rht atair of rht Cooperatiwe in lllcft bani « banls or in 

secvritiet or insrirurions as rtte 6ootd of Directors may selecr. . 
4. Change in ihnn. 'Nrrnen notice snail be grwen ro rite A.dministrator of 
Eltctr•iiconon Acmontstrarion oi rhe United Stares oi America not 1111 than 

OOYI :mar •o ·!'le dare woon witicft any pro.,aaed c:haftge in rhe ratft 

:.'~;;ad !:y :-!':1 C=;:~r::i''l f:;r aleC:::;: ener;y ~~ .Hidi·••· 
s.cn.. S. Fiscal '!ear. -he iiscai year oi me Cooperan...e ~I begin on rhe finr 

(I stl day of ;anvory of eacll year onct sftall end 011 the t+tirty-iirst ill st) day or 
Dec:..o.r oi lttt same year. 
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ARTICLE XI 
MEMBERSHIP IN OTHER ORGANIZATIONS 

T1le Coooerotive silall ftOf become a IMftiOer of M purchase stodl in any other 
~afti&Otion witftout an affirmc:lttve vote of the lftentbers at a . <h.tly held lfteeting, the 
notice of which shall specify lftat action is to :»e taken upon such proposed rnemaersnip 
or stodl purchase, pt0¥ided however. lftat the Cooperarive lftGy uport the authorizanon 
of the board, purchase atodl in "' become a member of any corporation or 
~ganizariOft organized ott a nott·profit basis for . lfte pui'J'Oae of engaging '" or 
furthering lfte cause oi rural elecrrificot1011, or wilft ihe approval of rhe Administrator of 
REA, or any orher corporariott for lfte purpose of acquiring elecTric facilities. 

ARTICLE XII 
WAIVER OF NOTICE 

4fty "'emcer or board member .,ay wa•ve in writing any ,,otice of a meetin9 re~uireci 
ro be given ~y rhese bvlaws. The ortenaonce of a member or board member at :~ny 

rMering silaU con.arirute a waiver of notice of such meeting by such memoer or board 
member, eaceot in case a memoer or boorci member shail artend a meeting for ,,. 
upresa purooae of oojecring tO the tranaoaiaft of any busiftetl Oft the ground thor the 
!IIMfing has not b"" lawfully called or cottvened. 

ARTICLE XIII 
POLICIES, RULES AND REGULATIONS 

The board snail have lfte power ro make and adopt such i)Oiicies, rules and 
reguloriofts, nor inconsiareftt wirh low. rhe ortides of incorporation or rhese bylaws, as it 
lftOy 0..... ociviioole for the management of the busitteu and o~in oi lfte Coooeranve. 

ARTICLE XIV 
AREA COVERAGE 

The bOard 11t0ll make diligent effort to see that eiecmc service is earencied to ail 
unserved oenot~s wilftift lfte Coopetative service area who (al desire sucil service onci 
(bl meet ail reasonable requiremems estOi:tiished by the Cooperative as a condition o; 
sucn service. 

ARTICLE XV 
AMENDMENTS 

Thne byiawt may be altered, aiMftded or reoeoled by a vote oi at least two-thirds 
. (213) oi ail diNaars at ~y regular M special meering of the board oi oirecton. Advance 
puOiicarioM oi any prooosed amendment. shall be made at least thiny iJO) days l)r~or 
ro tile adopriOft rhereoi in a newspaper puolished in rile Wyoming Counnes in wnich tne 
~serves. 

ADOPTED this Twenty-AAh day of J~~t~e, 1988. 

Joe e. JOMI, Secretary 

~ Power & Light, Inc. 

32 



~-13-/S/ 
APPENDIX A 

STATE!ENT DF MURDISCHiftiNATIOM 

Car~on ?over &. L.i~ht, lnc. is the recipient of Federal . 
ti:tanciai ·assistance fro11 the ~ural E:lectrification 
Ad:ainistration. an agency of the U.S. Oepartsent of 
Agriculture, and is subject to the provisions of Title 'II 
of the Civii Rights Act of l964. as aaended. Section 504 of 
the· ~ehaai I i uti on Act of 1973. as a.aended~ the Age 
Oiscrilination Act of 1975. as aaended, and the rules and 

., tions of the U.S. Oepartaent of Agriculture which 
~lit no ?trson in the United States on the basis of 
ior, national origin, age, or handicap shall be 

~xcluded fro1 participation in. adaission or access to. 
denied the benet its of, or otherwise be subjected to 

. disc:iJination ander any of this or~anir:ation' s prograas or 
act! vi ties. 

!he ?erson responsible far coordinatinc this organization's 
nondiscriaination coapliance efforts is Ardvce ~. Hoes. 
General ~anater. Any individual. or specific class of 
inc1ividuais. who feels that this organization has subjected 
thea to discriaination say obtain further information about 
the statutes and regulations listed above froa and/or file 
a vritten coapiaint·vith this organization; or the 

. Secretary I u.s~ Oepartaent of Acr icul t\lfl, Vashinctan, i). c. 
20250: or the Adainistrator, Rural Electrification 
Adlinistrat!on. washincton, D.C. 20250. Coaplaints aust 
be filed withi~ tao days after the alleged discriaination. 
Confide~tiality will be ;aintained to the e1tent possible. 
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Top 0' Michigan Electric Company 

1123 EAST DIVISION-:- P. 0. BOX 70 
BOYNE CITY, MICHIGAN 49712-0070 

Local 61 6-582-6521 -:- Toll Free 1 -800-7 48-0121 

July 18, 1991 

General SerVices Administration 
FAR Secretariat {VRS) 
18th & F Streets, NW - Room 4.041 
Washington, D.C. 20405 

Re: FAR Case 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. T-erritorial 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 for 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· arid rules. 

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

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 2 3 1991 



General Services 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 ar~ 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 
accomplish the same goals you seek. 

Yours truly, .. 

-r~·/YV-~ 
Thomas w. Masserang, Manager 
Office services 
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San Luis Valley Rural Electric ctiJ;,~;;l~ Inc. 
3625 WEST U.S. HWY. 160 • MONTE VISTA. COLORADO 81144 • TEL (i19) 852·3538· 

1·800·332· 76.3~ 
. FAX (719) 852·4333 

July 18, 1991 

Genera.! 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). rece·ntly published 
a proposed rule on the acquisition of services fr.om utilities (56 
Federal Register 23982). As part of this rule, the GSA is 
proposing at section 41.007(j) ;·-the same language be added to all 
contracts between F~der~l facilities arid cooperatives as 
substantiated in se~tion 52.24i-13 Capital Credits. 

(a) The Government ls a member of the 
(cooperative name) , ·and as any other 
member, is entitled to cap~tal cred1ts 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 point. 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 
capj..tal credits are to be applied to another contract, 
the Contractor shall make payment to the Government for 
the unpaid credits. 
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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 cooperati.ve 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 th~t all members of a cooperative should be ·treated 
fairly and evenly while havinq the· capital credits retired in a 
systematic order without giving anyone preference or early 
payment. Paying the F~deral Government capital credits would 
give them preferential treatment. We believe the government is 
to serve the people, not th~ people to serve the government. 

. . 
We ask that. GSA reconsider 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. 

CMA/mc 

cc: Bob Bergland, NRECA 

Since:t;ely, ·' 

'· .. - /",. ..:... • ,; -~,. .. <.--

Charles M. Archer 
General Manager 
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ECS 
Electronic Data Systems Corporation 

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: 

"' -/B-181;1 

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 Gove~ent. 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 tpe successor, 
one of which is an agreement that increased costs resulting from 
the transaction will not be passed on to the Government. 

If the proposed rule i~ not wi~~drawn, we recommend that several 
changes be made. Paragraph (a) (l) requires the contractor to 
notify the ACO with~n 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 
buyjsell aqreements. 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 pr any other cost increases related to 
a change of ownership have :occurred: or- are certain to occur. . We 
recommend deletion of the wo~ds, · "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 

J ~~ 2 3 J99J 



Ms. Fayson 
July 18, 1991 
Page 2 

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 
physical 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 inv~ntory 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 pours per year per contractor. We recommend that such a 
detailed record keeping 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 Quint 
(70·3/742-2268) .·or me (703/742-2739). 

Sincerely, 

!J~u.JI~ 
Ga~-W. Jill 
Manager, Government Liaison 

and Compliance 



Iowa Lakes Electric 
Cooperative 
1724. Central A venue 
P 0. Box ii' 
Esther.ille. Iowa 5133-+-0077 

July 18, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W., Room 4041 
Wa$hington, D.C. 20405 

Dear Sir: 

Re: FAR Case 91-13 

]. Bruce Boswor ... h 
General ~1ar.a~e:-

1il2l .1t12-2P'i~4 

The following comments are in response to General Services 
Administration, Federal Acquisition Regulations for Acquisition of 
Utility Services ·(FAR Case 91-13) a$ it concerns a proposal rule on 
the acquisition of services from utilities (56 Federal Register 
23982) Sectio~ 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 (patronag~). 

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 15-th day of the 
ninth month following the close o.f 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 
patronaqe dividends are paid. ~ 

Recommendation 

Allow the contractor (Cooperative) to continue its existing practices 
in accordance.with the Internal Revenue Code and current Cooperative 
policy. 

23 ,.;,· _, 



Gener·al Services Administration 
Pa.qe 2 
July 18; 1991 

Paragraph (c-) 

qJ-/S-1~ 

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

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

Reconunendation 

Any payment of deferred patronage dividends should be in compliance 
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 creditsin 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 (Cooper~tive) in 
the normal course of business transactions, i.~., general funds 
business check. 

Thank you for allowinq the Cooperative the opportunity to provide its 
cormnents and recommendations a·s it concerns this proposal. 

JBB/SS· 



·· Osage Valley 'IJ-J$-JS 
Electric Cooperative 

Business Highway 71 North P.O. Box 151 Butler, Missouri 64730-0151 

July 18 , 19 91 

General Services Administration 
FAR·scretariat (VRS) 
18th and F Streets, NW, Room 4041 
Washington DC 20405 

RE: FAR Case 91-13 

Phone: 816-679-3131 

Y9u recently published a proposed rule on the acquisition of services 
from utilities (56 Federal Register 23982). As a part of this rule, 
yciu 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. 

In paragraph (b), you propose that we provide a· list of ac_crued credits 
by delivery points: Althopgh 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. 

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 membe-r. 

Thank you for allowing me to submit these comments. 

~auRJ. UJ .. ~tl ... ~ 
Darold wu~Manaqer 
DW:dc JUL 2 3 1991 

-Serving The Rural Areas Of West Central Missowt-
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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 cormnents 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 allo,ated- capital credits within 
60 days after the close of the fiscal year. Since an audit of the cooperative's books 
by an independent. f-irm is always conducted after the close of the fiscal year, 
allocations are not performed until after that audit to assure accuracy in accounting 
for margin.s. It would be practical to provide a 1 ist of. allocated cap.ital 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 cooperati_ve 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 fo~ the opportunity to comment. . : :_. . 

JUL 2 3 1991 

A Utility Enterprise ProtJidin·g Quality Sert)ices 
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. WEST RIVER ELECTRIC ASSOCIATION~ INC. 
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Ju 1 y 19 , · 19 91 

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

RE: FAR Case 91-13 

Gentlemen: 

I am writing on beh~lf of West River Electric Association 
regarding the changes you are requesting pertaining to electric 
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 ~ore for their services, and in general 
will probably make us illegal in some aspects of the operation of 
our business. 

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

Part (b) requiring us to state, within 60 da·ys after the close of 
our fiscal year, the amount of capital credits to be paid and 
when they would be paid would be impossible fo~ us to comply 
with. First, in addition to having our books audited, we earn 
capital credits from our Generation and Transmission Cooperative 
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 
violation of our by-laws, Articles of Incorporation, state laws 
a~d our mortgage contracts with the RUral Electrification 
Administration, and our supplemental lender, the National Rural 
Utilities Cooperative Finance CorpQration. 



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 conn~ction charges made. Again, this 
would shift the cost of providing service to the government, to 
the other members of the cooperative. · 

Part 52-241-5 Seryice Provisions 
Under part (a) (1), Measurement of SerV'ice, here again the 
Federal Government is asking for something that is not available 
to the rest of our ·membership with conjunctive billinq. If the 
government wished to have single meter billing, then we feel they 
should have planned for it when originally installing the 
service. · 

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

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) (l) (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 
entitleQ .to an~ore 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. 



Nio~rara Valley Electric Membership ·Corporation 
Box60 O'NEILl, NEBRASKA68763 402·336·2803 

~ . 

July 19, 1991 

General Services Administr-ation 
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 caoital credits on a twenty year cycle. 
Capital credits accrued in 1971 will be· paid in 1991. 
However, if the financial situation of the coop~rative is 
such that capital credits can not be repaid, then a general 
retirement will ngt be decla~ed by the board and the 
retirement will wait until th~ 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 cooperative you 
would like all capital credits to be oaid. This means that 
all othe~ members of the cooperative will be stand in line 
behind the ;cverr.mer.t to be oa~d the~~ capital credits. The 
customer/citizen on our electric lines must wait twenty years 
~o be paid. Meanwhile they pay higher electric ra~es ~o pay 
the government capital credits this year. I'm sure tha~ was 
r.~~ ~he inte~tion of the procosed rule. 

we crcvide you with ~he date ~he =ayment will be made. We 

JUL 2 3 I991 
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would be unable to determine twenty years into the future if 
our financial condition will.allo~.payment at. that time. 

Also please drop section C. We will gladly pay the 
government the capital credits we owe th~mt however, we feel 
they· should .be treated no differently than any other member. 

Sincerely, 

.. ~/~ 
~ohn Hoke · 

General Manger ... 
·~~ 

: ... 
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NA \'OPi\CHE ELECTRIC CO-OPERATIVE. Inc.· Po. aa.~ 3 

July 19, 1991 

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

RE:· FAR CASE 91-13 

Gentlemen: 

Lakes1de. Aflzona 85~. 
Phone: 368·5 7 

GSA. has published a proposed rule on acquisition of services from 
utilities (56 Federal Register) 23982). I wish to comment on the 
proposed wordinq regarding capit~l 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 ~he capital· credit system of a cooperative works. 
(a) of the proposed wording should ·be sufficient. Any federal 
facility will receive its capital credits consistent with the 
·bylaws of· _the cooperative. 

We, as a cooperative, would hate to refuse service to a Federal 
facility because of this s~ggested misgUided wording of the 
contract. 

Sincerely, 
7 

;/r --~ .<, / 

/ . ~ tl _,; -t. L t1 C)15t{. 
Wayne A-•. Retzlaff _ ...'!) / ./ 
General Manaqer t/ ~ 

WAR/ms 

pc: NRECk - Bob Bergland 

JUL 2 3 1991 
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July 19, 199 

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: 

9/-1.5-llfl 

I am responding to FAR Case 91-13, published as a proposed rule 5.6 
Federal Regi~trar 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 (cooperative name) 
.: , and as any other member, is entitled to capital 

_c_r_e~d~i~t-s __ c_o_n_s~istent 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 contradicti.ons to this 
paragraph ~n 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 ftirnish 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 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 i' would be 
impossible to designate the date pa~ents 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 moctgage requirements for REA 
Loans, cash position of the cooperative, by-law reqUirements 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. 

J\ll 2 3 \99\ 
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included) 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 unpaid 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 c'redits from one co·ntract to 
another it could become extremely time consuming as well as the 
possibility of loo~ing the ability to track the original 
transactions and allocat·ions • 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 Contracting Officer at , 
unless otherwis~· 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 creQits accrued. 

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

Should you have any questions or comments concerning my res·ponse 
please contact me. 

~~ John Bloom, Jr. 
Finance Manager 

JB/sf . 
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' ; '~ : ~ : t ; ELECTRIC COOPERATIVE, INC. 
P.O. BOX 611. O"BOIS, PENNSYLVANIA 15801 

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

Gentlemen: 

Re: FAR Case 91-13 
.. 

. PHONE: 11~1371·1570 . 

Ju 1 y 19, 1991 

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 b~ adhered to at United Electric Cooperative because our audit 
is not completed until March 31st after the close of our fiscal calendar 
yea~. Also, c~pital 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 irmtediate cash refund or application against 
unpaid bi 11 s. However, those capital cred1 ts can be assigned to another 
account or the successor of the account to be refunded under the genera 1 
retirement by the Cooperative. 

Trusting you wi-ll· give serious consideration to removing Sections 
(b) and (c) from this proposed rule, I am, 

Sincerely yours, 

UNITED ELECTRIC COOPERATIVE, INC. 

&~~;1/p/~ 
w:n;lA: Widder 

General Manager 
JUL 2 3 \99\ 
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copy: Bob Bergland, NRECA General Manager 



Service .~rea: 

C:•:Ke CliO:":~\' 

·,,, _-:gtnr. CJ~.;:o:;, 

Fom:st CountJI 

Jasper County 

Jones County 

~·1.;)\lr.ty 

Dixie Electric Power ~ssociation {/ J-J8-JI.J'5 

"Working Together For The Good of AU" 

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 Sir: 

omn•,: 
I..Aur•·l · ~:." :' ··• 

Pet~l • ~~}<.:. 
P 0 Bo\ ·or, 

Pe~i. \IS }~'-S 
Wa~·nesboro -:~ ~ .-: 

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 convnits 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 accu~ulation 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 capita 1 credits c-on-s'"'"'li~s~te-n~t----w-=-i t~h---=-t-=-he 
by-laws of the cooperative. 

{B) Dixie Electric cannot furnish to the contracting .officer a list of 
accrued credits within 60 days ~fter the close of our fiscal year. We do 
not receive our independent audited finencial 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 list of capital credits •. we would be unable to 
furnish the date that payment would be made ~ecause we are not on a regular 
rotating retirement plan. 

We suggest that Paragraph B r.,ad 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 2 3. \99l 
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General Services Administration 
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 credits, Dixie Electric does·not use· 
certified checks. 

~ir: suggest that Paragr"aph D read as fallows: 

Payment of capital credits.will be made by General Fund checks, 
payable to the Treasurer of the United States; and forwarded to the 
cont.racti ng officer at un 1 ess othen-~i se 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 a 1.1 capita 1 credits accrued. 

We ask that you please· consider 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 



Rayle 91--'/S-Ilf~ 
Electric Membership Corporation 
616 Lexington Ave. • P.O. Box 250 • Washington, GA 30673·0250. 
(404) 678-2116 • FAX: (404) 678-5381 

July 19, 1991 

General Services Administration 
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 be impossible to determine. Also, in 
subsection (c) upon t~ermination all unpaid capital credits 
would have to be paid to the government. Subsections (b) 
and (c) would cause bylaws to be violated in most cases. 
Also, this c:::ould 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 
REA requires 
reiy upon in 

· coop.erati ves. 
to any effort 

payment erodes capital and credit ratios which 
in its mortgage instrument and other lenders 
their loan underwriting considerations for 
Eroding capital ratios is counter productive 

to move EMCs into private financial markets. 
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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 cyqle 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 capit~l 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 violation 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 credit 
systems, not patronage dividend systems. 

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

Sincerely, 

(/)tJ-:../tJk 
.Marvl.n L. White 
President/CEO 

MLW:tlw • 
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General Services Administration 
FAR Secretariat (VRS) 
18th & F Streets, N. W. Room 4041 
Washington, D. c., 20~05 

. R E : FAR CASE 9 1 - 1 3 · 

Jul)' 19, 1991 

Dear Sir: 

' -
- ~\ .. ...;_- J 

Concerning the recently published proposed rule 

OFFICERS · 

~~:s.~E'., ~ 
~E•"·.:.•;: -·;..::=:: 

VICE PFIESIOENT 

SECFIET A FlY· iFIE.:-Su ::!E;::~ 

DIRECTORS 

ROBERT WOLF 
A:J. PEEK 
.JAMES·D. MORGAN 
EDWARD A. LEACH 

SARAH T. SEARS 
GENERAL MANAGER 

on the ·acquisition of services from utilities (56 
Federal Register 23982), we find paragraphs (b) an~ 
(c) specifically contrary to our cooperative policies 
and. bylaws. : 

We historically have paid our members capital credits, 
first in-first out. 

We urge that these two paragraphs (b) and (c) be 
deleted fiom agreements for electric service bet~een 
electric coopera~ives and government facilities. 
Elect~ic.cooperatives generally are unable to return 
capital cr~dits without being on a time lag due to the 
area coverage policy of REA borrowers which places 
them at a cash flow level that requires capital credits to 
be returned when the cooperative'~ board of directors 
deem if financially prudent. 

Thank you very much. 

s·~c:_rely' ~" ' 
qcz,i4J;.~.uz.~ 

Sarah Sears 
General Manager 

55/jr 
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Attention: General Serv&ces Administration 

Following are comments in reference to FAR Case 91-13 

PHONE 5"79-4191 

Slope Electric Ceoperative is deeply concerned over the proposed 
language added to contracts between Federal facil 1ties and 
cooperat&ve utilataes in 41.007(J). 

We specially are:opposed to sections in 52.241-13 Capital Credtls. 

We agree wtth that the government should be treated JUSt as any 
other members and be obi igated to the bylaws of the cooperat t'le. 

However, bl and c) are asking for· treatment unl1ke any other member. 
B . a s k s f o r a d a t e t he p a ym e n t i s t o be m a de . T h i s i s u n k now n a t 
the close of the fiscal year and a decision made by the cooperative 
board members with approval from 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 anconsistent 
with most cooperative's bylaws as no other member receives there 
cap1tal 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 wath 
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 concetns and dtop the proposed changes. 

LN: 1 f 

RTH 
DAK()TA 

t.f't'-nd 

Sif\cerely, : 

~ AI~· J L< ,. 1-nl(._.." 

Lynette Nieuwsma 
General Manager 

J~:.. 2 3 i99t 
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Directors: 
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8rucev111e 
C:ortez Sm1tn 
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JULY 19" 1991 

GENERAL SERVIC£S ADMINISTRATION 
FAR SecRETARIAT <VRS) 
18TH AND F STREETS NW" RooM 4041 
WASHINGTON" D.C. 20405 

RE: YouR CASE NUMBER: FAR CAse 91-13 
ACQUISITION OF UTILITY SERVICES -- RULE 41.007(J) 

GENTLEMEN: 

LET ME OFFER THE FOLLOWING COMMENTS ON YOUR PROPOSED RULE 41.007 ( J) 
PERTAINING TO THE ACQUISITION OF SERVItES FROM UTILITIES. MY COMMENTS 
WILL PARTICULARLY BE DIRECTED TO PARAGRAPHS (g) AND (C) OF THE RULE IN 
SECTION 52.241-13 .DEALING WITH CAPITAL CREDITS. 

THERE ARE MUTUALLY EXCLUSIVE PROVISIONS IN THE PROPOSED RULE AS IT IS 
NOW DRAFTED. LET ME EXPLAtN. THE FIRST PARAGRAPH OF ~HE RULES PROVIDES 
THAT THE GOVERNMENT -~ LIKE ANY OTHER MEMBER OF. A COOPERATIVE -- IS 
ENTITLED TO CAPITAL CREDITS nCONSISTENT WITH THE BYLAWS OF THE 
COOPERATIVE.n THIS IS A TRUE STATEMENT IN THAT THE GOVERNMENT" LIKE ANY 
OTHER MEMBER" IS ENTITLED TO ITS CAPITAL CREDITS ON A NON-DISCRIMINATORY 
BAS IS WITH OTHER MEMBERS. CONTRARY 1 HOWEVER" TO THE BYLAWS OF MOST 
COOPERATIVES., SUBPARAGRAPHS (~) 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 IS 
REQUIRED TO MAKE P~YMENT 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. 

JUL 2 3 1991 

Sec • · -·-?.:~ 
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~A?ITAL CREDITS RE?R~SENT THE MARGIN EARNED ON SERVICE TO A. MEMBER OV~R 
AND ABOV~ THE ACTUAL COST OF SERVICE. So THAT THIS MARGIN (OR A ?ROFIT) 
IS NOT TAXED AS INCOME FOR A TAX-EXEMPT ENTITY1 IT MUST BE CONTRIBUTED 
BACK TO THE ENTITY AS A CONTRIBUTION OF ·CAPITAL FROM THE MEMBER." MOST 
COOPERATIVE BYLAWS WITH. WHICH I AM FAMILIAR PROVIDE THAT THE BOARD OF 
DIRECTORS OF THE COOPERATIVE DETERMINES SOLELY WITHlN 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 DECI~ION ~AD~ BY lHE BOA~DS AS TO THE ~ETHOD 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 BOARDS1 IN THEIR SOUND 
JUDGEMENT1 DECIDE THAT IT IS IN THE BEST INTEREST OF THEIR 
MEMBER-CONSUMERS TO 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 WI~L 
SET UP A DIFFERENT REQUIREMENT FOR PAYMENT OF CAPITAL CREDITS TO THE 
GOVERNMENT AS OPPOSED TO THE OTHER MEMBERS 0~ A COOPERATIVE. MOST STATE 
LAWS REQUIRE THAT THE TREATMENT OF CAPITAL CREDITS BE ON A 
NON-DI!CRIMINATORY BASIS REQUIRING THAT YOU TREAT EVERY CATEGORY OF LIKE 
MEMBERS IN tHE SAME-MANNER. To REQUIRE THAT A GOVERNMENT MEMBER HAVE A 
FIXED RIGHT OF REPAYMENT o·F ITS CAPITAL CONTRIBUTION WITHOUT REGARD TO 
THE RIGHTS OF OTHER MEMBERS WOULD VIOLATE THE nNON-DISCRIMINATORY 
PROVISIONSn PROVIDED BY MOST STATE LAWS. 

IT WOULD SERVE THE GOVERNMENT WELL AND ADEQUATELY PROTECT ITS RIGHTS TO 
SIMPLY P~OVIOE THAT: (1) TO RECOGNIZE ·IN THE.CONTRACT THE OBLIGATION TO 
PAY CAPITAL CREDITSi (2) ·THAT SUCH CAPITAL CREDITS WILL BE PAID 
CONSISTENT WITH THE BYLAWS OF THE COOPERATIVEi (3) DESIGNATE A PERSON OR. 
ENTITY TO WHOM THE CREDITS SHOULD .BE PAIDi 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 CONSlSTENT WITH APPLICABLE LAW •. 

We BELIEVE THESE ARE THE PROPER GOALS OF THE GENERAL SERVICES 
ADMINISTRATION AND WE WILL APPRECIATE YDUR CONSIDERATION OF THESE 
COMMENTS. 

RG/LZ 


